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1th  all  due  respect  to 
french  hens,  turtledoves  and 
partridges  in  pear  trees,  give 
this  to  your  true  love. 


REMY  MARTIN  FINE  CHAMPAGNE  COGNAC.  EXCLUSIVELY  FROM  GRAPES  OF  THE  COGNAC  REGION'S  TWO  BEST  AREAS 


America's  7th  largest  mortgage 
company  has  a  brand  new  name. 

PNC  Mortgage. 


Sears  Mortgage  Corporation  as 
well  as  Sears  Mortgage  Securities 
Coip.  have  joined  PNC  Bank. 

It's  a  move  that  has  greatly 
expanded  our  mortgage  capabilities, 
by  allowing  us  to  originate,  package 
and  sell  mortgages  on  a  national 
level.  In  fact,  PNC  Bank  now  ranks 
as  the  nation's  7th  largest  mort- 
gage loan  originator  and  11th 
largest  mortgage  servicer,  with  a 
national  network  of  120  offices. 

But  perhaps  most  importantly, 


we've  gained  the  resources  of 
an  organization  that  shares  our 
commitment  to  excellence.  It  has 
proven  to  be  a  solid  performer 
by  building  a  loan  servicing 
portfolio  of  over  $26  billion. 
And  it  was  responsible  for  origi- 
nating nearly  $12  billion  in 
mortgage  loans,  last  year  alone. 

Add  to  that  the  strength  and 
resources  of  PNC  Bank.  We're 
America's  11th  largest  banking 
organization,  with  assets  of  over 


$50  billion  and  a  140-year  tradition 
in  money  management. 

Not  only  is  this  acquisition 
an  important  strategic  step 
for  our  institution,  but  it  will 
ultimately  provide  greater 
opportunities  for  our  newest 
employees,  our  customers  and 
our  stockholders.  Additionally,  it 
will  make  PNC  Bank  even 
stronger  and  more  diversified. 
And,  to  us  that  means  just  one 
thing —  performance. 

PNC BANK 

Where  Performance  Counts 
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There  Is  Only  One 
Way  To  Find  Out  Whether 
A  Design  Is  Truly  Timeless. 
Build  It  To  Last. 
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driving.  The  handpicked  wood  of  the  interior  has 


lick,  clear  coating  to  keep  it  from  aging.  Even  the        observe  that  luxury  automobiles  have  come  a  long  way. 
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strong  recovery 
and  do  reasonably 
well  even  if  the 
economy  falters. 
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Giving  the  boss  the  hook 

Abraham  Lincoln  kept  changing  generals  until  he  finally  put  the 
Union  on  the  path  to  victory  by  giving  command  to  U.S.  Grant. 
Never  mind  that  Grant  drank  a  lot,  offended  Mrs.  Lincoln  and  did 
not  dress  for  success.  He  could  win  battles,  and  his  nerve  didn't  fail  at 
critical  moments.  The  others  had  been  capable  men  but  not  up  to  the 
big  task;  and  generals  were  expendable  to  Lincoln,  while  the  Union 
wasn't.  Until  fairly  recently  our  great  corporations  didn't  think  that 
way.  Once  good  old  Charley  moved  into  the  corner  office,  it  was  his 
until  death  or  retirement.  No  matter  how  rotten  a  job  he  did,  no 
matter  how  many  lame  excuses  he  filled  the  annual  reports  with,  a 
U.S.  corporate  boss  was,  like  an  elected  politician,  entitled  to  his 
term.  Suddenly  that's  not  true  any  longer.  All  over  the  country,  chief 
executive  heads  rolled  last  year  as  boards  and  large  shareholders 
stopped  accepting  alibis  and  began  demanding  results.  Out  went  the 
McClellans,  the  Burnsides,  the  Hookers.  In  came  prospective  Grants 
and  Sheridans  and  Shermans. 

Why  the  change?  Why  now?  And  what  does  it  all  mean  for  future 
corporate  performance?  Dana  Wechsler  Linden  and  Nancy  Rotenier 
explore  the  dramatic  shift  in  corporate  governance  and  corporate 
leadership  and  the  reasons  behind  it  in  "Good-bye  to  Berle  & 
Means"  (p.  100),  the  article  that  leads  off  this,  our  46th  Annual 
Report  on  American  Industry. 


Clockwise  from 
top  left: 

Ann  Anderson, 
Scott  DeCarlo, 
Brian  Zajac, 
Ira  Collmgs, 
John  Chamberlain, 
Gustavo  Lombo, 
Susan  Wong, 
John  Moschetto 


While  much  of  our  staff  labored  to  produce  this  Annual  Report,  the 
eight  people  pictured  above  are  its  real  heroes,  the  men  and  the 
women  who  toiled  over  endless  computer  printouts  to  produce  the 
performance  ratings  for  1,335  major  publicly  owned  corporations. 
Our  veteran  statistical  editor  Donald  Popp  supervised  the  statistical 
effort  along  with  Ann  Anderson  and  Susan  Wong.  Stewart  Pinkerton 
edited  the  special  report,  supported  by  Steve  Kichen;  together  they 
worked  with  the  reporting  staff  to  prepare  the  profiles  of  21 
companies  we  think  are  positioned  to  benefit  strongly  from  a  strong 
economic  recoveiy. 


C — /  Editor 
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to  give  your  company  | 

Fat-cat  magnates.  Poker-playing  tycoons.  It  might  have  worked  before.  But  it  doesn't  cut 
today.  So  consider  Chevy  Astro  Cargo  Van  instead.  You  see,  Astro  provides  unprecedented  1 
power.  Like  a  standard  165  HP  4.3L  V6  engine,  more  powerful  than  any  compact  cargo  ie 
van.  Plus  600  pounds  more  maximum  towing  capacity  than  Ford  Aeros  tar  Van!  Astro  aJsni 
trounces  Aerostar  in  cargo  room.  And  while  Astro  has  4-wheel  anti-lock  brakes  as  stan  M 
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Fallen  giant 

Forbes  recently  reported  on  the 
epic  struggle  between  Pehr  Gyllen- 
hammar,  chairman  of  Swedish  auto- 
maker Volvo,  and  Peter  Wallenberg, 
patriarch  of  a  century-old  industrial 
empire  that  accounts  for  a  third  of  the 
Swedish  stock  market.  It  began  in  the 
early  1980s,  when  Wallenberg  tried 
to  succeed  his  father  as  head  of  the 
country's  largest  bank,  Skandinaviska 
Enskilda  Banken.  Gyllenhammar,  an 
S-E  Banken  board  member,  blocked 
W'allenberg  and  tried  to  take  control 
himself.  After  ten  years  Wallenberg 
came  out  on  top,  and  Gyllenhammar 
went  off  to  focus  on  the  high-stakes 
merger  between  Volvo  and  French 
automaker  Renault  (Nov.  8,  1993). 

The  merger's  fate  was  in  the  hands 
of  Volvo's  big  institutional  investors, 
including  s-E  Banken.  Would  Wallen- 
berg try  to  subvert  what  was  meant  to 
be  a  career-capping  deal  for  his  old 


Swedish  industrialist  Peter  Wallenberg 
His  old  rival  may  be  facing  exile. 

rival?  The  speculation  became  so  rife 
that  the  normally  reticent  Wallenberg 
felt  compelled  to  issue  a  statement 
saying  that  he  didn't  oppose  the  deal. 

Then  some  of  the  big  institutions 
began  to  come  out  against  it.  They 
complained  that  65%  of  the  merged 
company  would  remain  in  the  hands 
of  state-owned  Renault.  Among  the 
last  to  declare  its  opposition  was  none 
other  than  S-E  Banken.  The  next  day 
the  deal  collapsed,  and  Gyllenham- 
mar resigned  as  head  of  Volvo. 

Quips    one    Swedish  financier: 


"Now,  like  the  Emperor  Napoleon 
after  his  defeat,  he  will  be  exiled  to  the 
island  of  Elba." 

The  moral:  Don't  cross  swords 
with  the  Wallenbergs  and  expect  to 
get  off  lightly.      -Paul  Klebnikov 

McDonnell  Douglas 
takes  wing 

Three  years  ago  Forces  reported 
that  McDonnell  Douglas  Corp.  was 
on  thin  ice.  The  defense  contractor 
faced  a  triad  of  troubles:  an  over- 
stretched balance  sheet,  poor-quality 
earnings  and  mounting  procurement 
scandals.  Internal  Pentagon  audit 
documents  rated  McDonnell  a  "pos- 
sible bankruptcy"  (Jan.  7,  1991). 

Ever  since,  the  St.  Louis  giant  has 
been  on  a  roller  coaster.  An  earnings 
recovery  in  1991  drove  its  stock  up 
over  80,  from  around  42  when  our 
story  ran.  But  then  a  wave  of  bad 
news,  including  cost  overruns  and 
technical  problems  on  the  C-17  mili- 
tary cargo  plane,  hammered  the  stock 
to  34V4  in  the  summer  of  1992. 

But  lately  the  McDonnell  Douglas 
bears  have  taken  a  beating.  For  the 
first  nine  months  of  the  year,  thanks 
to  cost-cutting  and  the  improved  per- 
formance of  major  programs  like  the 
C-17,  McDonnell  reported  record 
earnings  from  operations  of  $308 
million  ($7.85  a  share).  So  far  this 
year  aerospace  debt  is  down  almost 
30%,  to  $1 .97  billion.  On  Wall  Street, 
McDonnell's  stock  recently  hit  an 
alltime  high  of  118%. 

On  Dec.  15  the  Pentagon  an- 
nounced a  settlement  of  outstanding 
disputes  over  the  C-17.  The  deal  calls 
for  the  government  to  cough  up  $348 
million.  For  its  part,  McDonnell  will 
spend  an  additional  $456  million  for 
flight  testing  and  other  items. 

The  Pentagon  also  agreed  to  buy  at 
least  40  C-17s.  After  two  years  it  will 
decide  whether  to  order  more  C-17s 
or  seek  alternatives.  The  betting  on 
Wall  Street,  meanwhile,  seems  to  be 
that  if  McDonnell  can  deliver  the 
hoped-for  improvements,  the  C-17 
has  a  good  chance  of  becoming  a 
hardy  perennial. 

Tough  transition 

"Is  Revlon  a  wasting  asset?"  We 
posed  the  question  three  years  ago  in 
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MANAGING 
PARTNER 

Managing  your  company's  T  &  E  is  a  serious  part  of  doing  business.  Today,  it  involves  much  more 
than  just  cutting  costs.  That's  why  we  work  with  you  -  finding  ways  to  simplify  expense  payment  and  pro- 
cessing. Helping  you  design  policies  that  fit  your  company's  culture.  And  providing  service  expertise  to  assist 
you  and  your  travelers  -  anytime,  anywhere.  You  see,  we  believe  that  when 
your  T  &  E  management  runs  smoothly,  your  company  runs  more  effectively. 
And  isn't  that  what  good  management  is  all  about? 

Havel  The  American  Express®  Corporate  Card.  |  r 


^fiPHs  Management 


It's  all  business. 


©  1993  American  Express  Travel  Related  Services  Company,  Inc. 


Reserve  now  for  upcoming 
Spa  programs, 
Food/Wine  Classic  X, 
Cloister  Garden  Series, 
Financial  Planning  Seminar 


Standing 
the  test 
of  time 


THE  PENINSULA 

GROUP 


Shake    The  Experience 


The  Peninsula:  Hong  Kong  • 
Manila  •  New  York  •  Beverly  Hill: 
The  Palace  Hotel  Beijing  • 
The  Kowloon  Hotel  Hong  Kong 


Our  world, 
your  pace. 

There  is  simply  more  to  life 
at  the  5-Star  Cloister  and 
Sea  Island. 

Nature's  daily  show 
invites  you-enhanced  by 
activities  and  family  pro- 
grams admired  worldwide. 

Discover  fifty-four  holes 
of  golf  once  the  domain  of 
antebellum  Retreat 
Plantation.  Instruction  led 
by  Hall-of-Famer  Louise 
Suggs  and  Golf  Digest  pros. 
Waterway  cruises.  Restful 
beach  club  and  spa.  Award- 
winning  iennis.  Marsh  and 
beach  horseback  outings. 

With  all-inclusive  dining 
(dressy  or  casual),  intimate 
evenings  and  more  to  share. 

Our  world,  your  pace. 
The  Cloister,  Sea  Island, 
Georgia  31561. 

Call  SOO-SEA-ISIAnd. 
Spa/golf,  spa/tennis 
packages  available. 


y  THE  CLOISTER" 


a  cover  story  about  the  world's  most 
famous  cosmetics  company.  Acquired 
by  financier  Ronald  Perelman  in 
1985,  Revlon  wasn't  generating 
enough  cash  to  pay  the  interest  on  its 
debt.  Its  share  of  the  mass  market  was 
shrinking,  and  its  attempt  to  consoli- 
date its  prestige  brands  at  the  same 
counter  in  department  stores  had 
flopped  (Dec.  10,  1990). 

And  now?  After  Perelman's  unsuc- 
cessful attempt  to  take  the  company 
public  in  1992,  Revlon's  cash  flow  is 
still  not  covering  its  interest  pay- 
ments. For  the  first  nine  months  of 
1993,  moreover,  operating  income 
fell  54%,  to  $36  million,  on  a  6%  drop 
in  sales,  to  $1.15  billion. 

Revlon  Chief  Executive  Jerry  Levin 


Financier 
Ronald  Perelman 
Despite 
problems  with 
the  Revlon  brand, 
he's  come  out  a 
huge  winner. 


blames  the  poor  showing  on  a  combi- 
nation of  factors,  including  weak  con- 
sumer demand  and  heavy  investments 
to  consolidate  factories  and  develop 
new  products.  "We've  been  going 
through  a  tough  transition,"  he  says. 

Undaunted,  Levin  promises  a  turn- 
around in  1994.  He  points  to  the 
success  of  new  products,  such  as  Rev- 
lon's Results  skin  care  line.  He  also 
expects  a  big  kick  from  overseas  sales, 
new  brand  licensing  deals  and  a  push 
into  direct  TV  marketing — infomer- 
cials  and  home  shopping  via  cable's 
qvc  and  Home  Shopping  networks. 

Whatever  problems  Revlon  may 
have  encountered,  Perelman  has 
come  out  a  huge  winner.  He  bought 
Revlon  entirely  with  borrowed  mon- 
ey, then  cleared  $1 .4  billion  by  selling 
stock  in  one  of  its  subsidiaries,  Na- 
tional Health  Laboratories.  (He  still 
owns  21%  of  NHL,  a  stake  recently 
worth  $251  million.)  Perelman  has 
used  profits  from  NHL  and  other  di- 
vestitures to  invest  in  companies  like 
Marvel  Entertainment  Group,  the 
superhero  comic  book  publisher. 
Superheros  are  serious  business.  On 
his  80%  stake  in  Marvel,  Perelman  has 
a  paper  profit  of  around  $2  billion.M 
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This  announcement  appears  as  a  matter  of  record  only. 


2,250,000  Shares 


Donaldson,  Lufkin  &  Jenrette,  Inc. 


Cumulative  Exchangeable  Preferred  Stock 


Price  $100  Per  Share 


We  arranged  the  private  placement  of  these  securities. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


December  2, 1993 


EDITED  BY  WiOMAS  JAFFE 


"Any  similarities 
to  real  people ..." 

At  31,  Olaf  Olafsson  has  a  lot  of 
accomplishments  already  to  his  cred- 
it. He  runs  Sony  Corp.  of  America's 
fast-growing  electronic  publishing  di- 
vision, and  in  his  native  Iceland  Olafs- 
son  is  a  bestselling  novelist. 

In  March  Alfred  A.  Knopfs  Pan- 
theon Books  division  will  bring  out  an 
English  translation  of  Olafsson's  first 
novel,  Absolution.  The  protagonist  is 
an  unpleasant  Icelandic  expatriate 
businessman  in  his  70s  living  in  New 
York,  described  on  the  dust  jacket  as  a 
"degenerate,  self-styled  captain  of  in- 
dustry and  aesthete  who  has  lived 
through  two  failed  marriages  and 
whose  children  are  'a  testimony  to  a 
mistake.'  "  In  the  Icelandic  original, 
the  fictional  character's  name  is  Petur 
Petursson.  But  in  English,  it's  Peter 
Peterson,  which,  of  course,  is  the  real- 
life  name  of  the  former  Commerce 
Secretary  who  heads  investment  firm 
Blackstone  Group  and  sits  on  the 
board  of  Sony  Corp.  "Straight  coinci- 
dence," says  Olafsson.  Peterson,  who 
bears  little  if  any  resemblance  to  his 
fictional  namesake,  says  he's  never 
heard  of  the  book.     -Seth  Lubove 

Sportsbank 

Here's  a  well-tried  marketing  idea 
that  will  drive  the  antigun  lobby  cra- 
zy: Steven  Bosley,  president  of  Boul- 
der, Colo.'s  $90  million  (assets)  Bank 
of  Boulder,  offers  a  mail-order  certifi- 
cate of  deposit  program  with  a  twist. 
These  CDs  don't  pay  interest;  they  pay 
Weatherby  and  Browning  rifles  and 
shotguns  right  away.  Also  available: 
fishing  gear,  Zeiss  or  Pentax  rifle 
scopes  and  binoculars,  gun  safes  and 
Rolex  watches.  Customers  nominate 
which  kind  of  gear  they  want  and  how 
long  they  want  to  lend  the  money. 
The  bank  then  calculates  how  much 
the  customer  must  deposit  to  get  the 
equipment.  The  program  is  available 
nationwide. 

Boulder's  most  popular  deal:  a 
Weatherby  Mark  V  Deluxe  hunting 
rifle,  complete  with  scope,  mounts 
and  choice  of  caliber.  The  manufac- 
turer's   suggested    retail    price  is 
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Steven  Bosley  of  Bank  of  Boulder 
Hunting  for  customers. 


$  1 ,657,  or  you  can  get  it  from  Bank  of 
Boulder  by  buying  a  $1,961,  15 -year 
CD.  That's  an  implicit  interest  rate  of 
just  under  1 0%,  versus  around  6%  for  a 
15 -year  Treasury  bill. 

But  don't  think  the  merchandise  is 
a  way  of  getting  immediate  tax-free 
interest.  The  bank's  cost  of  the  goods 
is  reported  to  the  IRS  as  taxable  inter- 
est income,  spread  over  the  life  of  the 
CD.  Still,  Bosley  claims  to  have  attract- 
ed over  10,000  customers  with  this 
program  since  1976. 

Mixed  reviews 

Business  topics  spawn  bestselling 
books  these  days,  but  business  is  no 
match  for  bloody  crime  when  it 
comes  to  TV.  Comment  from  a  stock- 
broker with  big  positions  in  Para- 
mount, Viacom  and  qvc  after  watch- 
ing Delaware's  televised  courtroom 
action  in  which  Paramount's  board 
was  ordered  to  consider  qvc's  and 
other  offers  for  the  company:  "I 
couldn't  wait  to  flip  back  to  Court  TV 
and  see  the  end  of  the  Menendez  kids' 
trial" — a  reference  to  the  trial  in  Los 
Angeles  of  brothers  Lyle  and  Erik 
Menendez,  accused  of  murdering 
their  mother  and  their  father,  Jose 
Menendez,  late  chairman  of  Live  En- 
tertainment.    -Lawrence  Minard 


Credit  for  a  rascal 

Victor  Incendy,  once  chairman  of 
now  bankrupt  Cascade  International 
Inc.,  is  a  fugitive  from  justice,  having 
gone  on  the  lam  in  November  1991 
after  allegedly  looting  millions  from 
the  apparel  and  cosmetics  retailer. 

But  the  computers  at  Charlotte, 
N.C. -based  NationsBank  think  In- 
cendy is  a  good  credit  risk.  In  Novem- 
ber 1993  NationsBank  invited  In- 
cendy to  take  a  free  MasterCard  with  a 
$10,000  line  of  credit.  No  questions 
asked,  no  credit  application  required. 
The  solicitation  letter  was  found  in 
Incendy's  mail  by  Douglas  Kass,  di- 
rector of  research  for  jw  Charles/CSG, 
the  Boca  Raton,  Fla. -based  brokerage 
house.  Kass  recently  moved  into  In- 
cendy's former  condo  in  a  fashionable 
part  of  Boca. 

If  Incendy  reads  this  and  wants  the 
credit  line,  he'll  have  to  contact  Kass, 
who  has  NationsBank's  letter  framed 
on  his  office  wall. 

Roger  to  the  rescue 

Former  Dallas  Cowboys  quarterback 
Roger  Staubach  has  thrown  a  Hail 
Mary  in  South  Central  Los  Angeles, 
the  area  ripped  by  riots  in  April  1992. 
Staubach's  Dallas-based  real  estate 
services  firm,  the  Staubach  Co.,  is 
helping  two  cash-poor  brothers  lease 
a  former  7- Up  bottling  plant  in  South 
Central.  The  entrepreneurs,  Cal  and 


Roger  Staubach  of  the  Staubach  Co. 
Now  playing  for  South  Central. 
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Byron  Jamerson,  left  their  respective 
jobs  at  software  maker  Borland  Inter- 
national and  Coca-Cola  to  found 
Neighborhood  Beverage  Co.  Aided 
by  Staubach's  consultants,  Neighbor- 
hood has  lined  up  a  $32  million  loan 
from  an  as  yet  unnamed  private  fund- 
ing source,  and  has  a  deal  with 
Austin  Co.,  the  Cleveland -based  de- 
sign and  engineering  firm,  to  mod- 
ernize the  plant.  The  brothers  plan 
to  hire  250  to  500  local  workers 
and  start  bottling  their  private-label 
NBC  sodas  next  August. 

The  Jamersons  are  currently  nego- 
tiating with  supermarket  chains  like 
Vons,  Albertson's  and  Food  4  Less  to 
carry  their  soda  in  California. 

"We  try  to  do  good  in  the  commu- 
nities we're  in,"  says  Staubach,  51. 
"I'd  love  to  do  more  of  this  sort  of 
deal."  -James  Ketelsen 

The  rich  get  richer 

Written  off  as  a  sick  business  a  few 
years  ago,  banking  continues  to  at- 
tract new  capital.  John  Torell  III,  the 
former  president  of  Manufacturers 
Hanover,  has  teamed  with  interna- 
tional investor  Ezra  Zilkha  to  form  a 
$100  million  to  $150  million  fund  to 
invest  primarily  in  banks.  "We're 
looking  for  middle-range  banks  with 
a  special  niche  or  where  additional 
capital  will  solve  a  strategic  problem," 
says  Torell.  "We  want  to  take  advan- 
tage of  the  consolidation  wave  in  the 
banking  industry." 

The  fund  grows  out  of  a  happy 
experience  Zilkha  and  Torell  recently 
had  in  banking  turnarounds.  Zilkha  is 
a  director  and  5.6%  owner  of  Clearwa- 
ter, Fla.'s  Fortune  Bancorp,  Inc.,  an 
independent  financial  institution.  In 
1990  Fortune  was  sorely  troubled;  its 
market  capitalization  was  just  $30 
million. 

So  that  year,  at  Zilkha's  urging,  the 
board  brought  in  Torell,  who  has 
fired  staff,  got  rid  of  moneylosing 
operations,  raised  capital  twice  and 
slashed  problem  loans  by  50%.  Now 
Birmingham,  Ala. -based  Amsouth 
Bancorp  is  buying  Fortune  for  $285 
million — a  sum  almost  ten  times  For- 
tune's market  value  when  Torell  came 
in.  Zilkha  and  fellow  big  investors 
have  made  over  $40  million  from 
Torell's  efforts.  Little  wonder  they 
want  more.    -Robert  Lenzner  «H 
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Mirror,  Mirror,  On  The  Wall, 
Which  Is  The  Best  Hotel  Of  all 


"We  Didn't  Invent  Service,  We  Perfected  It." 


one 


800  221-4982 

Or  call  your  travel  professional. 

A  member  of 

36  Central  Park  South,  New  York,  NY  10019  212-371-4000 

Helmsley  Hotels  in  New  York:  The  New  York  Helmsley,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


Because  Business  Issues  Are 
Never  Strictly  Black  &  White 


Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  all  sides 
of  the  business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  (ed 
only  on  CNBC 

And  stay  tuned 

Saturday  and  Sunday  evening  for: 


Business  Weekly 
6:30  pm  (ET) 

Fortune  Week 
7:00  pm  (ET) 

Getting  Down 
to  Business 

7:30  pm  (ET) 
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Are  You 
Hearing 
Everything? 

II  some  things  don't  sound 
right,  you  could  have  ;i 
hearing  problem.  I  )o  you  ;  isk 
people  i<>  repeal  things?  ( !an 
you  hear  telephone  callers 
i  learly?  I  )o  others  complain 
thai  your  radio  or  TV  is  too 
li  iud?  N<  i  matter  what  y<  >ur 
age —  young  or  old —  hearing 
problems  can  be  barriers  to 
su<  <  ess  in  school  or  at  work. 
Il  y< mi  have  trouble  hearing, 
contact  .in  audiologist , 

A  hearing  problem  is  one 
problem  you  don't  have  to 
live  vvitli. 


AMIIUCAN 

Specgh-Lanuuai  IF- 

HtARING 
ASSOCIATION 


For  addil  ional  informarion  on  Iv  arinc 
loss  .mhI  auniologists  in  y  :ui  area,  •  ill 
1-800-638-8255. 


Food  &  drugs  &  letters 

Sir:  Re  "Food  and  drugs  and  poli 
tics"  and  'Musi  call  mc  'Doc1  "  (Nov. 
22,  1993).  The  articles  about  the  FDA 
merely  exposed  the-  tip  ol  the  rotten 
iceberg  that  disguises  the  power 
house  ol  tins  administration  within  an 
Administration.  Congratulations. 

-Robert  S.  Barzelay 

Director 

Biomed  I  lolding 

Curasao,  Netherlands  Antilles 

Sir:  Dr.  David  Kessler  of  the  fda  is 
improving  the  level  of  truth  telling  in 
drug  advertising  and  is  providing 
strong  leadership  for  an  agency  that 
needs  it . 
Rom  ki  1)  (.mi  ii  E,  Ml). 
Poland,  ( )hio 

Sir:  The  pattern  is  an  old  one:  Do( 
Kessler  is  I  he  direct  philosophical  de 
scendant  of  Galileo's  prosecutors. 
-Daryl  n.  Davis 

Sun  Jose,  ( lalif, 

SlR:  Is  there  some  a  priori  evil  in 
Stating  that  there  is  a  need  for  a 
systematic  evaluation  of  vitamins?  My 
recollection  ol  the  breast  implant  is 
sue  is  thai  a  lot  of  very  sound  scientific 
information  about  the  dangers  was 
available. 
)i  i  i  t< i  v  ( '.  Merrii  i 
Professor 

( '.olnnibiii  I  hiiversity 
School  of  Public  Health 
New  York,  N.  T. 


Not  in  the  cards 

Sue.  The  family  owners  and  manage 
mem  of  Hallmark  (  ai  ds  are  strongly 
committed   to   remaining  privately 
held  (The  Informer,  Nov.  22,  1993). 
Private  ownership  is  an  essential  in 
gredieni  in  the  company's  business 
strategy  and  culture,  and  our  inten 
tion  to  remain  privately  held  is  written 
into  our  Reliefs  and  Values.  While 
speculation  about  a  public  offering 

may  be  interesting,  ii  is  inaccurate. 
-Irvine  ().  1  [ockaday  Ir. 

President  Ci~  Chief  Executive 
Hallmark  Cards,  Inc. 
Kansas  City,  Mo. 


Cheeseburger,  cheeseburger 

Sir:  McDonald's  will  learn  sooner  or 
later  that  it  can't  be  everything  to  all 
people  ("Empty  tables,'1  Dec.  6, 
1993).  One  of  the  strengths  that  built 
its  success  was  a  simple  menu  served 
fresh,  hoi  and  fast.  Today  ii  is  difficult 
to  find  an  ordinary  cheeseburger  on 
the  menu.  The  elegant  simplicity  of 
the  original  concept  developed  by 


Ray  Kroc  has  given  way  to  a  virtual 
army  ol  bureaucrats  and  regulations. 
While  continued  growth  in  untapped 
foreign  markets  will  mask  its  ailment 
lor  a  time,  some  major  adjustment  in 
its  strategy  is  needed  to  sustain  its 
leadership  in  the  domestic  market. 
-Krn  Kovacs 
Naperv/l/e,  III. 


Ask  questions 


Sue  Re  "The  case  of  the  bum  agent" 
(Dec.  (\  1993).  Consumers  should 
look  lor  the  Chartered  Life  Under- 
writer and  Chartered  Financial  Con- 
sultant designations  w  hen  selecting  a 
financial  or  insurance  adv  iser.  I  low 
ever,  they  should  not  slop  there  but 
should  seek  further  information. 
We  take  ethics  very  seriously. 
Pi  l\  l  l  is  K.  BONFIE]  D 
Assistant  Vice  President 
Public  Relations 

American  Society  of  CLU  &ChEC 
Bryn  Mawr,  Pa. 

Religion  and  economics 

Sue  Re  l  ather  Robert  A.  Sirico's  col- 
umn, "  The  capitalist  ethic"  (  Nov.  22, 
1993).  Rather  than  having  clergy 
learn  more  about  economics,  I'd  like- 
to  suggest  we  all  learn  a  great  deal 
more  about  w  hat  God's  plan  lor  the 
world  was  and  is,  and  what  Jesus  was 
trying  to  teach  us  w  hen  He  was  on 
earth.  Christians,  lews  and  others 
probably  would  all  agree,  the  plan  is 
not  to  have  so  tew  extremely  wealthy 
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people  and  so  many  extremely  poor 
people.  The  plan  was,  more  likely,  to 
cooperate  and  keep  the  garden  given 
and  abundant  for  all,  regardless  of 
their  gifts. 

Somewhere  in  this  injustice  I  be 
licve  there  is  sin  amongst  the  haves 
and  the  have-nots. 

-R.E.  Alexander 

Erie,  Pa. 

Sir:  As  a  Catholic  seminarian  in  the 
early  1950s,  I  cherish  the  memory  of 
our  moral  theology  professor,  Father 
Ferrer  Smith,  O.P.,  who  cautioned 
us:  "Some  of  you  will  be  assigned  to 
extremely  poor  parishes.  Do  not  use 
the  pulpit  to  indict  the  economic 
system.  Who  knows  what's  happen- 
ing in  an  economy  of  $250  billion 
dollars?" 

-Charles  G.  Wkstwater 
Valhalla,  N.  Y. 

All  aboard 

Sir:  FORBES  would  seem  to  advocate  a 
status  quo  government  policy  that 
favors  investment  in  highways  and 
airlines  to  the  detriment  of  the  envi- 
ronment ("End  of  the  line,"  Nov.  22, 
1993).  Future  generations  will  thank 
us  if  we  create  a  transportation  policy 
that  permits  investment  in  any  or  all 
modes  that  make  economic  and  envi- 
ronmental sense. 
-Daniel  W.  Collins 
Member 

Amtrak  Board  of  Directors 
Washington,  D.C. 

Mothers'  rights 

Sir:  Re  Fact  &  Comment  on  adop- 
tions (Dec.  6,  1993).  The  birth  moth- 
er should  have  every  right  to  set  cer- 
tain conditions  on  the  adoption  as 
long  as  they  are  not  unreasonable. 
-Max  Bader,  M.D. 
Lake  Oswego,  Ore. 

Transfusion  confusion 

Sir:  Re  "Blood  strategies"  (Sept.  27, 
1993).  Blood  transfusions  should 
never  be  taken  lightly.  But  when  they 
are  needed,  don't  let  an  irrational  fear 
of  contracting  AIDS  interfere  with 
proper  medical  care. 
-Robert  N.  Koehler,  M.D. 
Greensboro,  N.C. 

Forbes  ■  January  3,  1994 


Your  business  is 
Your  Business.  Service, 
However,  Is  Ours 


"We  Didn't  Invent  Service,  We  Perfected  It." 
THE  NEW 


YS^^^J/^  HOTEL 

800  221-4982 


Or  call  your  travel  professional. 
212  EAST  42ND  STREET,  NEW  YORK,  NY  10017  212-490-8900 

Helmsley  Hotels  in  New  York:  The  Helmsley  Park  Lane,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


How  To  Raise  Your  Income 
And  Lower  Your  Taxes 


Free  Tax-Cutting 
Information    From  Benham 

The  Benham  Group  manages  more  than  $2  billion  in  tax-free 
mutual  funds  that  can  help  you  keep  more  of 
what  you  earn.  All  Benham  funds  are 
1007o  no-load  with  no 
sales  commissions  or  12b-l 
fees,  so  all  of  your  investment 
works  for  you. 

Call  Today. 

We  will  send  you  a  prospectus 
describing  Benham  tax-free  and 
municipal  bond  funds.  You'll  also 
receive  TAX  ALERT -a  free  publication 
that  describes  strategies  to  cut  your 
federal  taxes  and  increase  your  invest- 
ment returns. 

Call  1-800-472-3389,  Dept.  C12 

□  The  Benham  Group® 

The  prospectus  includes  more  complete  information  on  management  fees  and  expenses.  Please 
read  it  carefully  before  you  invest.  Benham  Distributors,  Inc.,  1665  Charleston  Road, 
Mountain  View,  CA  94043 


Make  A  Strong 
Financial  Statement. 


The  Lincoln  Town  Car  Two-Year  Lease 

STANDARD  FEATURES 
•  Remarkably  quiet  ride 


$. 


•  4.6-liter  V-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags* 

•  Six-way  power  driver  and  passenger  seats 

•  Four-wheel  disc  anti-lock  brakes 

•  Remote  illuminated  keyless  entry  system 

•  CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information  call  1  800  255-5433 


499 


PER  MONTH,  24  MONTHS  LEASE' 


Refundable  security  deposit  s500 

Down  payment  sl,900 

First  month's  payment  s499 

Cash  due  at  lease  inception  s2,899" 


LINCOLN 

W  hat    A    Luxury    Car    Should  Be 

Lease  payment  based  on  average  capitalized  cost  of  91.17%  Town  Car  MSRP  for  24-month  closed-end  Ford  Credit  Red  Carpet  leases  purchased  in  the  U.S.  from 
Sept.  1  to  Oct.  31.  1995.  Some  payments  Higher,  some  lower.  See  dealer  for  payment  and  terms.  Payment  may  be  higher  in  AK,  CT,  KY,  MA,  MO,  NC,  RI,  TX  & 
WV.  For  special  lease  term-,  take  new  retail  deliver)-  from  dealer  stock  by  1/10/94.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  with 
the  dealer  at  signing.  Lessee  is  responsible  fo:  excess  wear 'tear  and  $.11  per  mile  over  30,000  miles.  Credit  approval/insurability  determined  by  Ford  Credit.  Total  of 
monthly  payments  is  SI  1,976.  tax  title  and  othei  fees.  "Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt. 

LINCOLN-MERCURY  DIVISION  «~      Buck!    ...    ,    nhtr  we  can  siw  livti 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


LIMPING  WHEN  WE  SHOULD  BE  SPRINTING 


The  economy  should  grow  3%  to  4%  this  year. 

It  is  capable  of  doing  twice  as  well. 

The  Federal  Reserve's  de  facto  gold-based  monetary 
policy  has  driven  interest  rates  to  their  lowest  levels  in  a 
quarter  of  a  century.  Rarely  has  there  been  so  much 
noninflationary  liquidity.  Banks  are  again  making  loans  to 
borrowers  who  need  money. 

Corporate  America  continues  to  restructure  itself.  Our 
manufacturers  as  a  whole  are  now  the  most  cost-efficient 
among  major  nations,  including  Japan. 

The  decade-old  investment  boom,  only  briefly  inter- 
rupted by  the  1990  recession,  continues. 

U.S.  technological  creativity  flourishes.  Europe  and 
Asia  lag  us  in  software,  fiber  optics,  digital  communica- 
tions, biotechnology.  (Guess  which  country,  after  the 
U.S.,  is  the  most  prolific  creator  of  new  software?  India.) 

But  the  wet  blankets  remain  on  what  should  be  a 
noninflationary,  rip-roaring  boom.  The  Clinton  tax  in- 
creases will  corrosively  wear  away  the  low-interest-rate- 
generated  expansion.  Health  care  uncertainties  will  hurt 
hiring.  Regulatory  excesses  from  the  EPA,  FDA,  the 


Labor  Department,  etc.,  not  to  mention  racial-tension- 
increasing  quotas,  will  burden  businesses  more  and  more. 
So  will  obsolete  thinking. 

The  President's  domestic  motif  is  to  expand  govern- 
ment wherever  possible,  disguising  these  power  grabs 
with  conservative  rhetoric.  Clinton  still  believes  that  gov- 
ernment is  the  font  of  social  and  economic  progress. 

White  Housers  speak  glowingly  of  European-style  jobs 
programs,  despite  Western  Europe's  economic  implo- 
sion. Europe's  inferior,  problem-plagued  nationalized 
health  care  programs  are  seen  as  models  for  the  U.S. 

Administration  economic  policymakers  also  remain 
slaves  to  the  idea  that  economic  growth  begets  inflation. 
Incredibly,  these  people  look  to  the  Federal  Reserve  to 
slow  economic  activity  lest  prices  explode. 

As  the  glowing  performances  with  Nafta  and  GATT 
demonstrate,  the  President  can  rise  to  the  occasion. 
Unfortunately,  it  will  take  a  dip  in  the  economy  to  force 
him  to  seriously  reconsider  his  economic  thinking,  partic- 
ularly his  opposition  to  reducing  the  capital  gains  tax. 

Bill  Clinton's  economic  education  is  yet  to  come. 


MEDICAL  MALPRACTICE 


Two  unintended  but  deadly  consequences  of  the  Clin- 
tons' health  care  reform  would  be  to  devastate  our  already 
distressed  cities  and  to  condemn  millions  of  people, 
particularly  the  young,  to  prolonged  unemployment. 

The  President  proposes  to  herd  us  into  so-called  re- 
gional health  alliances.  We  would  be  forced  to  buy 
insurance  through  these  monopolistic  collectives. 

This  is  toxic  for  cities.  They  have  disproportionate 
numbers  of  people  with  high  medical  costs — teenage 
mothers  who  give  birth  to  low  weight  babies;  drug  addicts; 
AIDS  sufferers;  victims  of  street  vio- 
lence. Urban  hospitals  are  stuck  with 
billions  of  dollars  in  unpaid  patient 
bills.  People  who  are  part  of  an  urban- 
centered  collective  will  face  signifi- 
cantly higher  medical  premiums  and 
taxes  than  others.  Result:  an  enor- 
mous incentive  to  move  to  a  nonur- 
ban  alliance  area.  (One  can  imagine 
the  messy  court  fights  and  political 
battles  drawing  these  alliance  lines. 
Disputes  provoked  by  political  gerry- 


Chronic  high  unemployment:  Unhealthy 
side  effect  of  nationalized  health  care. 


mandering  will  pale  in  comparison  to  the  medical  version. ) 

The  Clinton  plan,  euphemisms  notwithstanding,  will 
also  significantly  raise  the  cost  of  employing  people, 
particularly  for  small  businesses,  where  most  of  the  new 
jobs  are  created.  Payroll  taxes  are  job  killers. 

Because  of  excessive  taxes,  European  unemployment 
rates  are  almost  double  ours.  Since  1970,  Western  Eu- 
rope's private  sector  has  created  no  net  new  jobs  vs.  the 
U.S.'  32  million.  This,  despite  having  more  govern- 
ment-funded "jobs  programs"  than  the  rest  of  the  world 
put  together.  More  devastating,  the 
rate  of  permanent  unemployment 
(people  out  of  work  six  months  or 
more)  is  four  to  five  times  higher  in 
Europe  than  here.  Youths  find  it 
particularly  difficult  to  get  work. 
Lower  taxes  are  more  effective  than 
government  bureaucracies  at  creat- 
ing new  jobs. 

The  only  reason  the  U.S.  tax  bur- 
den is  less  than  those  of  Europe  is  that 
we  haven't  nationalized  health  care. 
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REPEAL  PROHIBITION 


THE  PROPOSED  MERGER  between  Bell  Atlantic  and  Tele- 
Communications,  Inc.  dramatically  illustrates  the  utter 
unwisdom  of  Washington's  communications  regulations. 
These  rules  effectively  forbid  telephone  companies  from 
owning  cable  companies  in  the  territories  they  serve,  and 
vice  versa.  Thus,  for  all  intents  and 
purposes,  these  two  industries  are 
not  allowed  to  interconnect  their 
wire  systems.  This  prohibition 
against  a  single  entity's  owning 
both  the  telephone  and  cable 
wires  to  your  home  is  done  in  the 
name  of  promoting  competition. 
Politicos  and  bureaucratic  econo- 
mists misunderstand  what  true, 
progressive  competition  is. 

The  American  economy  will  pay 
a  fearful  price  if  this  folly  contin- 
ues. In  a  dynamic  world  where 
technology  is  altering  the  way  we 
live  and  the  way  we  work,  real  competition  is  not  a  half- 
dozen  companies'  providing  50  channels  into  your  home. 
Real  competition  is  one  company's  providing  a  wire 
pipeline  of  enormous  capacity,  letting  thousands  of  pro- 
viders compete  to  fill  the  huge  bandwidth. 

Take  personal  computers,  for  example,  where  there  is 


one  dominant  operating  systems  software.  This  allows 
innumerable  software  outfits  to  write  innumerable  pro- 
grams for  the  personal  computer  market.  Innovation 
flourishes.  Technology  progresses  impressively. 

If  the  FCC  and  Congress  had  any  sense  of  the  true 
dynamics  of  competition,  they 
would  scrap  rules  prohibiting 
cross-ownership  between  cablers 
and  telephoners  in  similar  re- 
gions, but  only  on  the  condition 
that  these  carriers  provide  un- 
prejudiced access  to  their  wires 
to  program  providers — whether 
they  broadcast  music  channels, 
movies,  talk  shows,  etc.  Such 
universal  access  would  unleash  a 
programming  boom  on  the  scale 
of  what  we  have  seen  in  comput- 
er software. 

A  TCI  and  Bell  Atlantic  mar- 
riage makes  sense  only  in  a  world  where  the  silly  prohi- 
bition of  cross-ownership  exists  since  there  is  virtually 
no  overlap  between  the  two  companies'  respective  sys- 
tems. The  merger,  and  others  like  it,  is  a  horrendously 
expensive,  convoluted  way  to  circumvent  progress-re- 
tarding regulations. 


PREPOSTEROUS  PROPOSAL 


In  a  combination  of  social  engineering  and  score  set- 
tling, the  Treasury  Department  is  considering  extending 
the  Community  Reinvestment  Act  (CRA)  to  mutual 
funds.  The  law  requires  banks  to  demonstrate  that  they 
serve  the  credit  needs  of  their  communities.  Its  purpose  is 
to  eliminate  redlining  by  lending  institutions.  To  apply 
such  a  law  to  mutual  funds  is  nonsensical. 

There  are  a  number  of  practical,  not  to  mention  philo- 
sophical, problems. 

What  is  the  local  community  for  a  mutual  fund — where 
the  fund  is  headquartered?  Or  sold?  Or  administered?  Or 
every  place  where  fund  investors  reside?  Should  Vanguard 
Funds  reinvest  in  Valley  Forge,  Pa.,  or  in  Boston,  where 
its  Wellington  subadviser  is  based? 

Boston  is  the  home  of  a  number  of  funds.  Isn't  that 
discriminatory  against,  say,  Detroit  or  Cleveland? 

Money  market  funds  rarely  make  housing  loans.  Will 

LOOKING  BACK 

Kiplinger's  Looking  Ahead— by  the  editors  of  The 
Kiplinger  Washington  Letter  (Kiplinger  Books,  $29.95). 
A  feast  for  history  junkies  or  anyone  with  an 
interest  in  past,  present  and  future  events. 
The  Letter  is  celebrating  its  70th  birthday. 
Its  editors  have  put  together  seven  decades' 
worth  of  absorbing  excerpts  with  concise 
overviews  of  each  decade  that  put  items  in 
context.  The  Letter  was  prescient  more  often 
than  not— although  it  had  occasional  boo- 
boos  such  as  predicting,  along  with  everyone 
else,  that  Thomas  Dewey  would  best  Harry 
Truman  in  1948.  But  that's  what  has  made  it 


the  Treasury  Department  now  require  them  to  do  so? 

The  Investment  Company  Act,  which  governs  mutual 
funds,  specifically  states  that  funds  must  act  solely  in  the 
interest  of  their  shareholders.  Unlike  bank  depositors, 
shareholders  are  not  protected  by  deposit  insurance. 

The  Treasury  official  pushing  this  nonsense,  Frank 
Newman,  is  a  former  banking  executive.  It's  no  secret 
that  money  market  mutual  funds  are  major  bank  compet- 
itors and  that  banks  would  like  nothing  better  than  to  see 
them  hobbled  by  this  legislation.  If  Newman's  antics 
don't  constitute  at  least  the  "appearance"  of  a  conflict  of 
interest,  what  does? 

Banks  are  being  more  than  a  bit  hypocritical;  fiduciary 
assets  managed  by  them,  including  funds  for  retirement 
plans,  are  not  subject  to  the  CRA.  If  the  CRA  is  good  for 
mutual  funds,  why  shouldn't  it  be  applied  to  the  pooled 
funds  of  banks,  instead  of  just  their  deposits? 

TO  THE  FUTURE 

such  a  staple:  It  is  concise,  its  judgments  bluntly  put 
forth.  As  Austin  and  Knight  Kiplinger  note  in  the  fore- 
word, "Our  readers  forgive  our  occasional 
mistakes,  but  needing  to  make  decisions 
based  on  the  best  advice  they  can  find,  they 
don't  tolerate  wishy-washiness." 
Excerpt:  December  28,  1979:  Microchips: 
The  leading  edge  of  technology  for  years  to 
come.  Fantastic  reductions  in  size  and  cost 
lead  to  new  applications  in  existing  products 
and  point  to  new  products.  "Computer  on  a 
chip,"  tiny  circuit  board  performing  func- 
tions only  big  black  boxes  used  to  do.  KM 
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Hotithln  Repopt  to  Product  Ibnawwl 

Current  analyses  of  the  Marketplace  strongly  suggest  that 
electronic  instruments  -will  grab  an  ever. increasing  share  of  the  Market  . 
for  Musical  instruments,  To  stay  coHpeti live  in 'the  next  decade,  Encore 
Must  pursue  this  growing  business,  Executive  ManageMeni;is  coMMitted  to 
Making  a  sizable  investment  in  research  and  developMerif -over  the  next  - 
two  years  to  Make  this  possible.  Io  this  end,  Encore  will  forM  an 
Electronic  InstniMents  division  headed  by  Uice  President  Don1  Hall,  The 
existing  organization  will  be  renaMed  the  Acoustics  -division  to  be 
.  headed  by  Mice  President  Greg  Perlot,  . 

Hon-  do  ue  s?f  there?  '  '■ 

While- our  entry  into  the  electronic  instnment  business  weans  the 
coMpany  will  need'  to  remit  outside  personnel,  executive  ManageMent  is  •■ 
Most  interested  in  Moving  a  core  group  of  current  product  Managers,  to 


In  1981,  Microsoft  created  the  MS-DOS'  operating  system. 
And  laid  down  the  foundation  for  the  entire  industry  of  personal  computing. 
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Ready 

THE  LAST 
FEW  YEARS 
HAVE  BEEN 
LEADING  UP  TO 
SOMETHING. 


In  1990,  Microsoft  Windows "  3.0  gave  your 
computer  a  friendly  personality  that  made  it  easier  to  use. 


Now  in  1993,  Microsoft  introduces 
a  whole  new  way  to  work  with  your  computer. 
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INTRODUCING  THE 
NOW  ALL  YOUR  PROGRAI 


Want  a  word  processor 
that's  dramatically 
easier  to  use?  Consider 
new  Word  6.0.  It  under- 
stands how  you  work, 
so  it  does  things  like 
fix  typos  instantly.  And 
formats  your  docu- 
ments automatically. 


May  we  present  the 
world's  first  intelligent 
spreadsheet,  new 
Microsoft  Excel  5.0. 
It  performs  your  rou- 
tine tasks  for  you  so 
you  can  focus  on  your 
data.  To  change  a  chart, 
just  drag  and  drop  the 
new  data  into  place. 


The  Microsoft  Access 
database  is  the  most 
flexible  and  powerful 
way  to  work  with  infor- 
mation. Want  to  know 
which  clients  placed 
an  order  today?  The 
answer  is  a  point  and 
click  away. 


Instantly  turn  any  in- 
formation into  effec- 
tive presentations 
using  new  PowerPoint 
4.0.  Helpful  wizards 
guide  you  through  the 
steps  to  get  the 
results  ycu  want. 
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Summary.  Long-term  sales  projections  continue 
electronics  side  of  our  business .  To  this  end,  e 
developing  technology  to  interface  Encore  ele< 
with  emerging  digital  telephony  and  cable  TV 
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I  MICROSOFT  OFFICE. 
VORK  TOGETHER  LIKE  ONE. 
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ur  belief  that  Encore's  future  lies  with  the 
lagement  is  particularly  interested  in 
iments  and  professional  studio  products 
in  Europe  and  North  America. 
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In  the  history  of  computing,  this 
is  the  next  milestone  -  programs  that 
don't  just  coexist,  but  thrive  together. 

Individually,  they're  the  world's 
most  popular  programs.  Collectively, 
they're  the  new  Microsoft  Officer 

At  the  core  of  the  Microsoft  Office 
is  OfficeLinks.  For  the  first  time,  you 
can  use  tools  from  other  programs 
without  leaving  the  document  you're 


AM 


With  Microsoft  Office 
Manager  (MOM)  you 
l<i  can  switch  between 
jj!  programs  in  the  blink 
of  an  eye.  Now  com- 
bining words,  num- 
bers and  graphics  is 
downright  natural. 


in.  lb  share  information  between  pro- 
grams, simply  drag  and  drop  it. 

And  our  Intel liSense"  technology 
recognizes  what  you  want  to  do  and 
helps  you  do  it.  So  everyday  tasks  are 
automatic  and  complex  tasks  are  easy. 

Visit  your  reseller  today  or  call 
(800)  426-9400,  Department  KX5,  to 
find  one  near  you.  And  discover  a 
whole  new  way  to  work. 


Microsoft.  Office 


"Microsoft  Excel,  Word,  the  PowerPoint  presentation  ^.jj^hics  program  and 
Microsoft  Access  are  all  part  of  the  Microsoft  Office  family  of  programs 
Microsoft  Office  Professional,  shown  here,  includes  these  programs,  plus  a 
workstation  license  for  Microsoft  Mail  (server  and  software  acquired  separately). 
In  the  50  United  States,  call  (800)  426-9400,  Dept.  KX5  In  Canada,  call  (800; 
563-9048;  outside  the  U.S.  and  Canada,  call  your  local  Microsoft  subsidiary 
or  (206)  916-8661.  ©  199.1  Microsoft  Corporation  All  rights  reserved.  Microsoft. 
Microsoft  Access,  MS-DOS  and  PowerPoint  ate  registered  trademarks  and 
IntclliScnse  and  Windows  are  trademarks  of  Microsoft  Corporation. 


Other  Comments 


P.C.  to  the  Extreme 

While  many  reporters  hold  their 
tongues  voluntarily,  a  few  companies 
have  taken  the  precautionary  step  of 
cutting  tongues  out.  The  Lo^  Angeles 
Times  has  just  distributed  a  19-page 
list  of  words  that  no  longer  may  ap- 
pear in  the  paper.  These  include  idi- 
oms such  as  "Dutch  treat,'"  modifiers 
like  "crazy,"  and  every  term  that 
ends  with  "■man'''  but  "woman." 

Editors  at  the  Times  argue  that 
they  do  not  wish  to  censor  their  writ- 
ers. They  just  want  to  avoid  offend- 
ing readers.  So  much  for  the  adage 
that  reporters  should  afflict  the  com- 
fortable and  comfort  the  afflicted: 
The  New  Age  press  wants  to  give 
everybody  mood  music. 
-Tony  Snow,  Washington  Times 

Don't  String  Us  Up 

The  proposed  merger  of  Bell  Atlantic 
Corp.  with  Tele-Communications, 
Inc.  should  spur  the  building  of  an 
information  superhighway — if  gov- 
ernment doesn't  block  the  way. 

Some  [fear]  that  this  megamerger 
will  thwart  competition — creating  a 
monopoly  and  ripping  off  consumers 
as  some  cable  and  phone  monopolies 
have  in  the  past.  [But]  antitrust  laws 
can  halt  anticompetitive  practices  and 
even  break  up  companies  if  necessary. 

The  bigger  risk  is  that  government 
will  let  its  fear  of  potential  abuses  and 
corporate  bigness  stymie  the  develop- 
ment of  new  information  technology. 


Financing  the  $100  billion-plus  su- 
perhighway requires  big  vision  and  big 
money.  And  only  those  who  can  com- 
bine telephone,  television  and  com- 
puter technology  can  be  competitive. 
-USA  Today  editorial 

I  tried  to  do  so  many  things  at 
once  that  I  didn't  take  time 
enough  to  do  one  of  the  presi- 
dent's most  important  jobs, 
and  that  is  to  consistently  ex- 
plain to  the  American  people 
what  we  are  doing  and  why. 
-President  Clinton,  on  his 
first  year  in  office,  Newsweek 

Time  for  Another  Tea  Party 

In  1970  President  Nixon,  concerned 
about  rising  federal  spending,  decided 
to  find  some  program  to  be  eliminat- 
ed. In  the  budget  lay  the  U.S.  Board  of 
Tea  Tasters,  established  by  the  Tea 
Importation  Act  of  1897,  to  taste 
imported  tea  to  determine  whether  it 
was  tasty  enough  for  consumption. 

The  only  way  to  get  rid  of  the  tea 
tasters  was  for  Congress  to  pass  a  new 
law  repealing  the  old  one.  We  drafted 
a  law  and  soon  the  tea  industry  lobby- 
ists [were]  pleading  to  save  the  tasters. 
Later  we  heard  the  "Tea  Tasting  Re- 
peal Act  of  1970"  was  dead.  The 
excuse:  The  amount  of  money  was  too 
small  for  Congress  to  bother  with. 

Since  then  sporadic  attempts  have 


been  made  to  root  out  the  tea  tasters 
[and  save]  $200,000  a  year.  More 
cynical  heads  prevailed.  Worried 
about  federal  funds  spent  on  tasting 
tea?  Congress  resolved  that  by  more 
than  tripling  the  tax  on  imported  tea. 

In  spite  of  President  Clinton's  rhet- 
oric on  cutting  spending  and  Vice 
President  Gore's  crusade  to  "reinvent 
government,"  the  tea  tasters  remain. 
-Martin  Anderson,  senior  fellow, 
Hoover  Institution  and  former  spe- 
cial assistant  to  President  Nixon, 
San  Jose  Mercury  News 

Mind-blowing 

A  local  paper  gave  away  thousands 
of  balloons  printed  with  an  antidrug 
message.  Some  children  kept  coming 
back  for  more.  They  were  inhaling 
the  helium  from  the  balloons. 
-The  Economist 

Economics  101 

All  success  is  the  result  of  failure. 
-Jude  Wanniski,  Polyconomics,  Inc. 

Tanks  a  Lot 

Take  a  close  look  at  your  neighbor's 
garage.  Ordinary  loes  are  buying  and 
restoring  tanks.  A  prominent  Wash- 
ington lobbyist  owns  at  least  seven.  An 
Indiana  judge  owns  five.  Tom  Clan- 
cy's wife  got  him  one  for  his  birthday. 

The  Pentagon  sold  lots  of  tanks  to 
civilians  after  World  War  II.  In  1960, 
however,  it  barred  the  sale  of  intact 
tanks  to  consumers,  thus  ensuring 
robust  prices  for  vintage  armor. 

Tankers  tool  around  in  parades 
and  stage  mock  amphibious  landings. 
They  lease  tanks  to  Hollywood.  They 
form  convoys.  [But]  tanks  may  pose 
hazards  to  owners.  One  tanker  took  a 
sharp  turn  only  to  have  a  hatch  cover 
fall  on  [his]  head,  fracturing  his  skull. 
Another  time,  one  of  his  tanks  broke 
loose  and  crashed  through  a  wall. 

Tanks  are  notorious  too  for  causing 
divorces.  "Oh  yes,"  says  lacques  Lit- 
tlcfield.  "It  happens  to  a  lot  of  guys.  It 
happened  to  me.  You  get  a  tank,  you 
get  divorced.  You  get  divorced,  you 
lose  the  tank  to  pay  the  settlement." 
-Erik  Larson,  Wall  Street  Journal  Hi 


"Basic  economics— sometimes  the  parts  are 
worfa  more  than  the  whole." 
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Four  hundred  of  the 
world's  most  prominent  families 
call  Fisher  Island  home. 


There  are  a  few  plaees  in  the 
world  where  people  can  truly  relax 
and  enjoy  a  remarkable  lifestyle. 

One  of  them  is  Fisher  Island. 

It  is  a  216-acre  sanctuary  of 
lovely  homes,  beaches  and  recre- 
ational pleasures,  providing  the 
finest  amenities  in  a  serene,  pam- 
pered environment. 

Its  seaside  residences  are  luxu- 
rious and  as  large  as  9,000  square 
feet,  with  terraces  of  an  additional 


Steven  J.  Green  and  his  wife  Dorothea  in 
their  oceanside  residence.  Mrs.  Green  is  the 
owner  ofHeim  America  at  Fisher  Island 
Gallery,  and  Mr.  Green  is  Chairman  of 
Samsonite  Corporation,  American  Tourister, 
Culligan  International  and  McGregor 
Fashion  Group. 


5,000  square  feet  overlooking  the 
Gulf  Stream,  Biscayne  Bay 
and  the  skylines  of  Miami  and 
Miami  Beach. 

Created  by  William  K. 
Vanderbilt  II,  great  grandson  of 
American  industrialist  Commodore 
Vanderbilt,  Fisher  Island  has  been 
a  favorite  of  the  world's  important 
people  for  70  years. 

The  family's  spectacular  win- 
ter estate  included  a  dramatic 
home  by  the  ocean  filled  with 
antiques  from  one  of  Napoleon's 
palaces.  On  the  grounds, 
Vanderbilt  erected  charming 
cottages  and  guest  villas  amid 
resplendent  gardens  and  foun- 
tains. The  mansion  and  surround- 
ing structures  have  been  restored 


to  their  former  grandeur  as  The 
Fisher  Island  Club. 

In  recent  years,  impressive 
social  and  recreational  facilities 
have  been  added.  There  is  a  P.B. 
Dye  championship  golf  course;  an 
international  spa  lauded  by  Town 
&  Country  as  one  of  the  finest  of 
the  1990s;  a  racquet  club  with 
clay,  grass  and  hard  courts;  two 
deepwater  marinas  which  host  the 
largest  yachts  in  the  world;  a  mile 
of  Atlantic  beach;  and  a  variety  of 
excellent  restaurants. 

There  are  manicured  parks  for 
afternoon  strolls;  an  island  shop- 
ping plaza  with  its  own  bank, 
post  office,  trattoria  and  dockmas- 
ter's  office;  and,  perhaps  most 
important  of  all,  an  atmosphere 
of  security  that  allows  residents  to 
lead  a  life  of  privacy  and  pleasure. 

Little  wonder,  then,  that  400 
of  the  world's  most  distinguished 
families,  hailing  from  39  countries, 
now  call  Fisher  Island  home. 

We  invite  your  inquiry. 

Residences  $800,000  - 
$6,000,000 


Unlike  any  community 
in  the  world 

Fisher  Island,  Florida  33109 
(305)  535-6071  /  (800)  624-3251 
Fax (305) 535-6008 

Restored  Vanderbilt  Guest  Cottage 
and  Seaside  Villa  accommodations 
available  from  $425  to  $1,000  per  night. 

This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  NJREO.  90/4-71 1  to  716.  Registration  does  not  constitute  an  endorsement  of  the  merits  or  value  of 
the  project.  Obtain  and  read  the  New  Jcrscs  Public  Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  where  such  an  offering  may 
not  law  fully  be  made.  Equal  Housing  Opportunity. 


jjp  Terri  Guthrie  may 
iever  win  a  Nobel  Prize, 
but  maybe  one  of 
her  students  will. 


There's  not  a  Nobel  Prize  for  teachers, 
but  Terri  Guthrie  of  Jackson  Middle  School  in 
Titusville,  Florida,  is  good  reason  for  creating  one. 

In  just  her  second  year  of  teaching,  Ms. 
Guthrie  has  mastered  a  rare  skill — the  ability 
to  make  a  seemingly  dry  subject  (in  her  case, 
Earth  Science)  exhilarating. 

She  attributes  much  of  her  ability  to  the 
four  weeks  she  spent  at  the  Academy  for 
Teachers  of  Science  and  Math  at  the  University 
of  Tennessee.  Its  an  intensive,  hands-on  pro- 
gram that  teaches  how  to  motivate  students  in 
personal  and  imaginative  ways. 

As  a  major  Academy  underwriter,  Martin 
Marietta  is  proud  to  join  government  and 
academia  in  supporting  excellence  in  education. 

And  we're  even  prouder  to  know  that 
thanks  to  Martin  Marietta  Fellows  like  Terri 
Guthrie,  more  students  are  getting  turned  on 
to  math,  science  and  the  environment. 

Who  knows,  one  may  even  some  day  win 
the  first  Nobel  Prize.  For  teaching. 


MAX  Ft  TIN  MM  Ft  I  ETTA* 


6801  ROCKLEDGE  DRIVE,  Bl  IHEStM      iRVLAND  20817 


VvHAT  IT  TAKES  TO  TURN 

am  AMERICAN  DREAM 

into  REALITY. 

BUCKLl  UP-TOGETHER  WE  CAN  SA\  1  IHh  

■ 

A//\Ny  /Imericans  have 
dreamed  of  owning  a  sports 
car,    vet   up   until   1  9  64, 

^^^^^^^^^^^^^^^^^^^^^^ 

when   the   Mustang    w  a  s 
introduced,    sports  cars 
were  out  of  the  reach  of 
most    people.    It  took 
INGENUITY  to  make  that 

Hp  ^» 

dream  a  reality.  And  over 
the   years  ingenuity  and 
quality  have  become  Ford 
Motor  Company  hallmarks. 
From   its   beginning,  in 
1903,   right   up   to  today. 
Ford  Motor  Company  has 
found  more   ways  to  say 
QUALITY  than  anyone  else. 

QjJ  A  L  I  T  Y  IS 

ncoln     ♦      Mercury  ♦ 

J  O  B  1. 

Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


IN  OUR  PURSUIT  OF  ASIA,  LET'S  NOT  FORGET  EUROPE 


In  the  post-Nafta  euphoria  President  Clinton  let  it  be 
known  that  we  must  shift  our  long- held  priorities  in  trade 
(and  hence  security)  from  Europe  to  the  youthful  and 
vigorous  economies  of  the  Pacific .  This  followed  another  of 
Secretary  of  State  Christopher's  major  gaffes.  In  October 
he  told  Europeans  that  the  U.S.'  past  policies  had  been  too 
"Eurocentric.'"  This  might  have  been  expected  from  a  not 
very  wise  director  of  African  studies  at  some  new  university, 
but  coming  from  our  Secretary  of  State  it  was  grossly 
undiplomatic  and  wrong.  The  Administration's  rhetoric — 
designed  to  show  that  we  recognize  the  vast  importance  of 
Asia — is,  sadly,  perfectly  consistent  with  our  great  talent  for 
alienating  old  friends  and 
frightening  those  we  suddenly 
reach  out  to  embrace. 

Of  course  we  should  have 
close  ties  with  the  Pacific  na- 
tions. But  we  must  not  deny  that 
the  U.S.  has  always  had  close 
cultural,  historical,  military,  so- 
cial and  economic  ties  with 
much  of  Western  Europe — ties 
that  have  made  England  and 
other  European  nations  our 
closest  allies  and  largest  trading 
partners.  Two  million  U.S.  jobs 
are  created  and  maintained  by  our  European  exports. 

It's  a  grave  fallacy  to  assume  that  the  new  importance  of 
U.S.  trade  with  Asia  means  we  must  "shift  our  priorities''' 
and  become  less  "Eurocentric."  That  would  mean  we  live 
in  a  zero-sum  world:  If  there  is  more  trade  with  Asia,  there 
will  be  less  trade  with  Europe.  That,  of  course,  is  nonsense. 

We  do  not  need  to  turn  from  one  region  to  another.  We 
need  growth  in  trade  with  all  regions  by  means  of  new 
products  and  better  marketing.  We  have  been  doing  pretty 
well.  Our  exports  to  Europe  have  grown  from  around  $40 
billion  in  1978  to  $1 17  billion  in  1992,  and  over  the  same 
years  exports  to  Asia  have  grown  from  about  $30  billion  to 
$127  billion.  Since  1987  our  exports  to  Canada  have 
grown  from  about  $60  billion  to  close  to  $100  billion. 
During  the  same  time,  our  exports  to  Mexico  grew  from 
about  $18  billion  to  $40  billion,  even  without  Nafta. 

There  is  no  reason  this  growth  cannot  continue.  We  must 
work  closely  with  Asia,  as  we  should  continue  to  do  with 
Europe.  But  this  is  a  singularly  inappropriate  time  to  mouth 


President  Clinton  and  APEC  leaders:  While  we  court 
new  friends,  let's  not  forget  our  old  ones. 


trendy  nonsense  about  "Eurocentricity ,"  offending  Europe 
and  denying  our  cultural  past  and  the  moral,  philosophical 
and  historical  heritage  we  owe  to  ancient  Greece  and  Rome. 

Jeane  Kirkpatrick  said  recently  that  France  has  been 
trying  its  best  to  "dismantle  the  key  institutions  of  the  post- 
World  War  II  era — the  General  Agreement  on  Tariffs  & 
Trade  and  NATO."  France  continually  fears  that  the  U.S. 
and  not  itself  will  dominate  the  world  order.  That  is  why 
France's  president  has  been  such  a  highly  visible  supporter 
of  the  new  European  entity  envisioned  by  the  Maastricht 
Treaty.  It  is  also  why  France  is  trying  to  tighten  its  ties  to 
Germany  and  is  not  relying  on  NATO  for  its  defense  but  on 

a  future  Western  European  or- 
ganization, which  France  be- 
lieves it  could  dominate.  U.S. 
talk,  of  becoming  less  "Euro- 
centric" is  not  likely  to  encour- 
age France  to  move  away  from 
this  unfortunate  policy. 

Keep  in  mind  that  not  all  in 
the  Pacific  appear  to  welcome 
our  embrace  of  Asia.  The  Prime 
Minister  of  Malaysia,  sounding 
definitely  Gaullist,  refused  to 
go  to  Seattle,  decrying  the  Asia- 
Pacific  Economic  Cooperation 
forum  as  another  U.S.  attempt  to  run  things.  Our  constant 
bashing  of  lapan  does  not  help  disabuse  this  view.  The 
Administration's  new  softening  of  U.S.  security  policies 
toward  China  and  North  Korea  will  be  badly  resented  by 
South  Korea,  which  is  well  within  range  of  China's 
weapons.  China  is  getting  a  supercomputer  (very  valuable 
for  weapons  design)  and  nuclear  power  plant  components. 
North  Korea  is  being  told  we  may  well  cancel  vital  joint 
maneuvers  with  Seoul  if  the  North  allows  some  nuclear  site 
inspections — something  it  long  ago  promised  to  do. 

The  Pacific  does  indeed  offer  extraordinary  dividends 
in  terms  of  vastly  increased  and  balanced  trade  between 
Asia  and  the  U.S.  But  so  do  Western  Europe,  Canada, 
Mexico,  Latin  America  and  other  regions. 

To  realize  all  of  trade's  glittering  promises,  we  must  be 
as  helpful  and  as  strong  and  capable  as  we  were  in  our 
post-World  War  II  days  and  in  the  1980s.  Emphatically, 
we  must  not  seem  to  be  turning  our  backs  on  our  oldest 
friends  as  we  strain  clumsily  to  embrace  our  new  ones.  VBk 
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You  plan  to  write 

the  shortest 
retirement  speech 
in  history 
Gone  Fishing'' 


Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
their  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  that's  what  you  need  to  start  building  the  tomorrows  you  dream  of  today. 

Call  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  1. 


KfempER 


rnuTuaL Funos 


j 


We're  Building  Tomorrows  Today 


Before  you  invest  m  a  tur.d.  carefully  read  the  brochure  and  prospectus  containing  more  complete  information,  including  management  fees  and 
expenses  Fund  perfonwmce  cannot  be  guaranteed  and  will  fluctuate.  *1993  Kemper  Financial  Services,  Inc.  215700 


WHAT  a  AHtAU  run  BUSINESS 


EDITED  BY  HOWARD  BANKS 


A  forecaster  who  usually  hits  his  targets 


Laurence  H.  Meyer 
"When  we  are 
not  too  wrong 
people 
applaud  us." 


"Economic  forecasting  is  a  game  against 
Nature,"  says  Laurence  H.  Meyer,  whose  suc- 
cess at  beating  Nature  was  recently  recognized 
when  he  won  the  1993  Blue  Chip  Economic 
Indicators  consensus  forecasting  award  spon- 


sored by  the  Manhattan  Institute  and  Oppen- 
heimer  Capital. 

Meyer  received  the  award  for  consistently 
close  estimates  of  four  items — real  gross  domes- 
tic product,  consumer  price  inflation,  90-day 
Treasury  bill  rate  and  unemployment — over  a 
four-year  period.  He  was  also  almost  alone  in 
calling  the  1991  recession  even  before  Iraq  in- 
vaded Kuwait. 

What  will  the  economy  do  in  1994  and 
beyond?  Meyer  opened  to  Forbes  his  St.  Louis, 
Mo. -based  350-equation  computer  model. 
His  conclusions  for  the  next  couple  of  years  are 
moderately  bullish.  He  sees  no  recession  until 
1996,  at  the  earliest.  Growth  will  remain  around 
3%,  but,  he  says,  consumer  price  inflation  will 
stabilize  at  around  3%.  He  expects  the  Federal 
Reserve  to  tighten  short  rates  a  little  by  the 
spring,  but  long-term  rates  will  still  decline  by 
year-end,  to  around  the  5.9%  they  hit  in  De- 
cember 1993. 


A  sounder,  more  competitive  America 


The  key  change  Meyer  notes  is  that  as  the 
recovery  continues  to  mature,  the  economy  is 
getting  fundamentally  healthier.  Corporate 
and  personal  debt  loads  are  still  declining,  com- 
panies continue  to  squeeze  costs  (at  the  ex- 
pense of  creating  new  jobs),  boosting  produc- 
tivity. The  outcome  is  that  the  U.S.  continues 
to  become  even  more  competitive. 

Meyer  expects  the  next  recession  will  be 
triggered  by  unemployment  dropping  to 
around  6%,  at  which  point  the  Federal  Re- 
serve, fearing  rising  inflation,  will  squeeze. 
Even  Meyer  hedges  his  bets,  however.  He 
offers  two  possible  "stories,"  as  he  calls  them. 
One  is  that  growth  accelerates  more  than 
expected.  Possible  causes:  continuing  recov- 
eries in  such  sectors  as  construction  (multi- 
family  homes  and  commercial  are  already 
trending  up  a  bit,  he  says),  or  net  U.S.  ex- 
ports are  boosted  as  Europe  and  Japan  recov- 
er. The  Fed  might  then  tighten  sooner,  even 
at  the  risk  of  affecting  the  outcome  of  the 
1996  election.  Perhaps  this  explains  why  the 
Clinton  Administration  has  been  gunning  for 
Fed  Chairman  Alan  Greenspan. 

The  other  possibility  is  that  growth  falters 
sooner  than  expected.  To  help  their  chances  in 
the  election,  Meyer  predicts  the  Clintonites 
might  introduce  a  temporary  investment  tax 
credit  to  induce  growth. 

Business  should  take  Meyer's  forecast  fairly 
seriously,  given  the  results  of  a  fascinating  study 
by  Stephen  K.  McNees  of  the  Boston  Federal 
Reserve.  McNees  shows  that  over  a  20-year  peri- 


od forecasters'  errors  have  narrowed  consider- 
ably. Real  gross  domestic  product,  for  instance, 
is  now  forecast  on  average  within  one  percent- 
age point  plus/minus — "about  as  good  as  one 
can  expect,"  says  McNees. 

The  big  problem  is  that  economic  forecast- 
ers still  can't  spot  economic  turning  points, 
up  or  down.  Even  a  minor  blip  like  the  uptick 
in  the  fourth  quarter  of  1993  was  noticed 
only  after  it  was  happening — economists, 
Meyer  included,  were  no  more  prescient  than 
the  media. 

In  the  real  world  these  misses  matter,  even 
relatively  minor  ones.  The  fourth-quarter  uptick 
caught  many  firms  short  of  stock,  especially 
those  slavishly  following  just-in-time  delivery 
practices.  These  firms  had  to  add  extra,  costly 
overtime  to  catch  up. 

Most  of  the  prediction  problem  can  be 
ascribed  to  the  fact  that  forecasting  is  ulti- 
mately based  on  extrapolating  old  trends 
out  into  the  future.  But  in  a  dynamic  econo- 
my, the  relationships  among  economic 
variables — the  impact,  say,  of  increased  capi- 
tal spending  on  the  demand  for  cement — 
are  in  constant  flux.  In  the  past  the  dominant 
industries  were  the  railroads,  steel,  machine 
tools  and  the  like.  Now  they're  computers, 
telecommunications,  software,  entertain- 
ment, financial  and  other  services.  In  a  con- 
tinually transforming  economy,  yesterday's 
economic  variables  won't  predict  tomor- 
row's economy,  no  matter  how  fancy  a  fore- 
caster's computers.  WM 
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April  1982  was  the  last  month  in  which  the  U.S.  had  a 
merchandise  trade  surplus.  Ross  DeVol,  an  economist  at 
the  wefa  Group  in  Bala  Cynwyd,  Pa.,  predicts  that  the 
deficit  ($110  billion  over  the  last  12  months)  will  keep 
growing.  He  expects  an  8.6%  rise  in  imports  in  1994  but 
only  a  3.6%  gain  in  exports,  which  would  expand  the 
deficit  by  $34  billion.  Won't  this  create  a  huge  supply  of 
dollars  abroad  that  foreigners  will  want  to  dump?  DeVol 
doesn't  think  so;  he  expects  the  dollar  will  strengthen  in 
1994  by  as  much  as  11%  against  the  Japanese  yen. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1932' 

Ward's  Automotive 

7.6% 

Index  of  leading  indicators  Oct  vs  Sept 

Dept  of  Commerce 

0.5% 

Trade  balance  12  months  ended  Sept  1993 

Dept  of  Commerce 

-$110  bil 

All-commodity  producer  price  index  Nov  vs  Oct2 

Dept  of  Labor 

-0.2% 

GDP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Commerce 

2.7% 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

2.4% 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  11/30/93. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 
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Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


114 


105 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


Services    •  Total  index 


165 


145 


135 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 

140 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Inventories    •  New  orders 


270 


210 


150 


Manufacturers'  new  orders  and  inventories 

($bilhons),  seasonally  adjusted  (Dept  of  Commerce) 
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3300 


3100 


2900 


2700 


Personal  income  ($bif lions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


400 


185 


790 


310 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Den*  of !  abor) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


770 


750 


730 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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The  holidays  aren't  the  same  without 

Justerini  &  Brooks  since  1749. 


Tailored  solutions. 


Or,  how  IBM  helped  th  I 

Mitchells  of  Westport,  Connecticut  started  out 
as  a  small,  personable,  family-run  clothing  store.  Today 
they're  a  big,  personable,  family-run  clothing  store. 

"The  trick,"  says  CEO  Jack  Mitchell,  "has  been  to 
grow,  but  without  losing  what  made  our  customers  like 
us  in  the  first  place.  Oddly  enough,  what  helps  us  stay 
personal  is  technology." 

Using  an  IBM  AS/400®  and  software  customized 
by  an  IBM  Business  Partner,  Mitchells  has  no  trouble 
tracking  the  tastes,  the  sizes,  even  the  birthdays  of  its 
38,000  customers. 

"So  if  we  have  a  special  on  tennis  wear,  I  write  a 


AS/400  and  IBM  are  registered  trademarks  ot  IBM  Corp  ©  1993  IBM  Corp 


itchell  family  grow  from  a  size"S"to  an"L? 


etter  just  to  our  tennis  players.  They  learn  about  the 
Dromotion,  but  they  also  know  we  have  a  relationship ." 

About  his  relationship  with  IBM,  Mr.  Mitchell 
says,  "We're  living  proof  you  don't  have  to  be  huge 
o  get  IBM's  attention.  We  built  this  thing  together, 
ind  they're  here  for  us  any  time  we  need  them." 

The  system  has  grown  from  basic  accounting 
o  customer  profiling,  inventory  management  and 
jp-to-the-minute  job  tracking. 

"Every  alteration  is  tracked  so  when  cus- 
omers  have  questions,  we  have  answers.  People  get 
what  they  want  when  they  want  it,  and  they  know 


we're  paying  attention,  that  they  matter  to  us. 

"And  we  always  know  exactly  what's  selling. 
Our  inventory  is  so  precise,  it's  almost  entirely 
what's  on  our  floor.  We  have  very  little  money  tied  up 
in  idle  stock,  and  our  real  estate  is  invested  in 
selling  space,  not  storage  space. 

"Also,  the  quality  of  our  system  tells  our  sales 
associates  that  we  really  support  them.  We're  helping 
them  succeed,  and  it  all  comes  back  around." 

IBM  can  help  your  business    —        —  — ® 
grow  into  a  larger  size,  too.  Call 
us  at  1  800  IBM -6676.  ext.  658.       =====  "  == 


After  a  century  of  battling  sin  and  gin, 
these  days  the  Salvation  Army  is  meetinj 
its  match  in  old  devil  bureaucracy. 


They 
care 
about 
you 


At  New  York's  Coler 
Memorial  Hospital, 
Salvation  Army  Lt. 
Col.  Raymond  Wood 
with  patient  Louis 
Lee.  Below:  Residents 
(l-r)  Seville  Hayes, 
Cynthia  Lester  and 
Georgia  Phillips 
deck  the  halls  at  the 
Women's  Shelter. 
Far  right:  Bell-ringer 
Oliver  Canmore  at 
Rockefeller  Center. 


By  James  R.  Norman 

Each  night  the  city  of  New  York 
buses  the  worst  of  its  down-and-outs, 
mostly  drug  addicts  or  drunks  or 
both,  most  of  them  at  some  time  in 
trouble  with  the  law,  to  the  huge 
Camp  LaGuardia  homeless  shelter  in 
Chester,  N.Y.,  an  hour's  drive  from 
Manhattan. 

Even  with  the  city  government 
spending  a  half- billion  dollars  a  year 
on  the  homeless,  LaGuardia  is  the 
pits.  When  die  city  asked  for  outside 
bidders  to  take  the  camp  over,  only 
one  stepped  forward:  Lieutenant  Col- 
onel Raymond  L.  Wood,  the  division- 
al commander  of  the  Greater  New 
York  division  of  the  Salvation  Army. 

As  it  has  done  so  often,  the  Salva- 
tion Army  welcomed  the  chance  to 
help  people  others  had  despaired  of. 
"I  saw  an  opportunity  to  help  peo- 
ple," Wood,  57,  says  simply.  Having 
himself  grown  up  amid  alcoholism 
and  poverty  in  rural  Pennsylvania, 
Wood  saw  LaGuardia  as  a  perfect  fit 


with  the  Salvation  Army's  soup,  soap 
and  salvation  heritage.  The  Army  was 
already  probably  the  most  effective  of 
the  many  organizations  doing  good 
work  in  New  York  City's  hellholes. 

In  an  era  when  government  in- 
creasingly does  charity  work  once  re- 
served for  private  organizations,  how- 
ever, the  Salvation  Army  has  increas- 
ingly turned  to  government  for 
support.  Under  about  a  dozen  city 
government  contracts,  it  today  main- 
tains New  York  City  homeless  shel- 
ters, day-care  centers,  teenage  group 
homes  and  foster  care  programs.  Al- 
most half  the  New  York  division's  $68 
million  in  revenue  comes  from  gov- 
ernment social  service  contracts. 

And  the  government  gets  its  mon- 
ey's worth.  Colonel  Wood  and  his 
officer  wife,  Maty,  together  take 
home  just  $260  a  week  plus  the  use  of 
a  small  apartment — a  tiny  fraction  of 
what  welfare  bureaucrats  get.  Even 
the  Army's  private  fundraising  is  lean 


and  efficient:  Total  administrative  and 
fundraising  costs  for  the  Salvation 
Army's  New  York  division  are  less 
than  10%  of  revenue. 

In  offering  to  take  on  the  camp  for 
the  hard-core  homeless,  the  Army  was 
shouldering  considerable  risk.  Just  a 
10%  deficit  on  Wood's  probable  $15- 
million-a-year  proposal  for  the  con- 
tract would  wipe  out  a  whole  year's 
kettle  donations  on  New  York  street 
corners.  If  costs  proved  to  be  less  than 
$15  million,  any  savings  would  go 
back  to  the  city. 

Did  the  hard-pressed,  lavish- 
spending  city  government  welcome 
the  Army's  offer?  Of  course  not.  Gov- 
ernment bureaucracies  are  not  gener- 
ally efficient,  but  when  it  comes  to 
defending  their  turf,  they  become 
tigers.  A  unionized  boss  at  LaGuar- 
dia, worried  about  his  job,  told 
Wood's  staff:  "You're  not  welcome 
here."  A  year  after  the  city  called  for 
bids,  contracts  are  still  not  let  for 
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Camp  LaGuardia,  or  for  five  other 
shelters. 

The  Salvation  Army  has  withdrawn 
its  proposal. 

In  two  other  recent  contracts  to 
house  homeless  veterans,  the  Salva- 
tion Army  was  the  apparent  low  bid- 
der. Instead,  the  contracts  went  to 
"local"  nonprofits.  One  had  no  expe- 
rience in  this  field,  the  other  was 
backed  by  city  council  member  Lucy 
Cruz.  "We  want  to  work  with  govern- 
ment, but  we  will  not  sell  our  soul  to 
do  it,"  says  Wood. 

Even  when  it  wins  a  contract,  the 
Army  is  treated  shabbily.  City  Hall 
hasn't  increased  the  Salvation  Army's 
$3  million  budget  for  running  a  172- 
bed  women's  shelter  on  Manhattan's 
Upper  East  Side  since  the  Army  took 
it  over  in  1987.  The  staff  of  50  there 
haven't  had  a  pay  raise  in  two  years. 
Meanwhile,  city  employees  are  get- 
ting 2%  to  3%  annual  raises.  At  the 
model  veterans'  shelter  it  runs  for  the 
city  in  Queens,  the  Army  reaches  into 
its  own  pockets  for  about  $500,000  a 
year  to  buy  clothing,  shoes,  books, 
exercise  machines  and  trips. 

But  the  Army  isn't  complaining. 
"This  is  the  best  job  in  New  York," 
says  Wood  as  he  hands  Christmas  gifts 
to  forgotten  aids  patients  and  handi- 
capped children  at  a  dreary  long- 
term-care  city  hospital,  while  an  Army 
brass  band  plays  carols. 

In  all  its  contracting,  the  Salvation 
Army's  preaching  is  limited  to  visiting 
chaplains.  Many  lives  are  changed, 
though  only  about  20  of  the  2,000 
veterans  who  pass  through  the  Army's 
Queens  shelter  each  year  end  up  as 
Salvationist  church  members.  But 
who  is  to  count  the  value  of  souls?  "If 
one  responds,  we  rejoice,"  says 
Wood.  Phamel  Brown,  28,  lives  in  the 
Army-run  East  Side  women's  hostel 
but  has  seen  the  inside  of  many  other 
city  shelters.  Says  Brown:  "It  is  the 
best.  They  care  about  you  more."  m 
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As  it  does  every  year,  Forbes 
invites  a  group  of  market  pundits 
to  pick  their  favorite  stock 
for  the  year  ahead. 

Long  shots, 
short  shots 

By  Steven  Ramos  with  Shlomo  Reifman 


Each  year  we  run  a  simple  contest: 
We  ask.  a  group  of  analysts  to  pick  one 
position  they'd  hold — either  long  or 
short — for  a  year. 

How  did  last  year's  pundits  do?  Not 
bad  for  those  who  made  bullish  bets. 
Their  picks  beat  the  Wilshire  5000 
index  by  eight  percentage  points.  The 
bears,  as  might  be  expected  in  a  strong 
market,  were  bloodied,  but  not  badly. 
Their  short  positions  did  lose  money, 


but  the  stocks  went  up  less  than  the 
market  average. 

The  best  recommendation  was 
Elizabeth  Tran's  pick  of  Hutchison 
Whampoa,  the  Hong  Kong-based 
container  terminal  and  real  estate 
conglomerate.  That  stock  better  than 
doubled.  The  worst  tip  was  Robert 
Holmes'  to  short  McDonnell  Doug- 
las, which  also  better  than  doubled. 

And  now,  with  appropriate  flour- 


If  you  believe  the  experts 


Name/affiliation 

Stock 

Ticker 

Recent 

symbol 

Price 

Buy  these  stocks . . . 

Alison  Bisno/Stephens 

Blount  A 

BLTA 

243/4 

Van  Brady/Presidio  Management 

Systems  &  Computer  Tech 

SCTC 

I6V2 

Wayne  Burgan/Analytic  Capital  Management 

Castle  Capital 

CCAP 

3% 

Jerry  Herman/Kemper  Securities 

Lesco 

LSCO 

13% 

Kurt  Kammerer/Advest 

Advantage  Health 

ADHC 

1214 

Mark  Keller/AG  Edwards 

Esco  Electronics 

ESE 

12 

Justin  Mazzon/'American  Blue  Chip  Investment  Management 

Woolworth 

Z 

23% 

Christine  Munn/Munn,  Bernhard  &  Associates 

AmeriCredit 

ACF 

7 

Carlene  Murphy/Strong  Common  Stock  Fund 

Oovatron  International 

DOVT 

26% 

Theodore  Rosenberg/Burney  Co 

Boeing 

BA 

40 

Lesa  Sroufe/Ragen  MacKenzie 

Alberto-Culver  A 

ACVA 

19V2 

Elizabeth  Tran/Prudential  Asia  Fund  Management 

KYC  Machine  Industry 

6270* 

V/s 

. . .  short  these  stocks 

Stephen  Carlson/Aspen  Capital  Group 

Embrace  Systems 

EMBR 

4% 

David  Hines/Hines  Management 

Columbia  Gas  System 

CG 

23% 

Robert  Lang/Lang  Asset  Management 

Deere  &  Co 

OE 

70 

Robert  Stovall/Stovall/Twenty-First  Advisers 

Charles  Schwab 

SCH 

34% 

Evan  Sturza/Sturza  s  Medical  Investment  Letter 

Aphton 

APHT 

20% 

Closing  prices  as  of  Dec.  10,  1993.   "Company  code. 


Our  experts  are  recommending  ten  U.S.  stocks  and  two  foreign  stocks 
to  buy,  and  five  stocks  to  sell  short. 


ishes  of  trumpet,  we  bring  back  the 
most  successful  of  last  year's  sages  to 
try  their  luck  again.  In  place  of  those 
who  had  egg  on  their  face  last  year,  we 
have  brought  in  several  new  aspirants. 

Back  to  defend  her  first-place  title  is 
Elizabeth  Tran  of  Prudential  Asia 
Fund  Management  in  Hong  Kong. 
This  time  Tran  selects  KYC  Machine 
Industry,  a  Japanese  manufacturer  of 
construction  equipment  that  was  re- 
cently trading  on  the  Osaka  exchange 
at  343  yen,  or  3Vs.  The  company  has 
been  losing  money,  but  that  makes  its 
stock  cheap — at  55%  of  book  value, 
it's  off  57%  from  a  year  ago.  Tran  is 
betting  on  a  turnaround  from  in- 
creased public  works  spending. 

Carlene  Murphy,  comanager  of  the 
Strong  Common  Stock  Fund,  did 
well  last  year  with  Littelfuse,  which 
makes  those  thumbnail-size  fuses  un- 
der a  car's  dashboard.  Now  Murphy 
has  her  heart  set  on  Dovatron  Inter- 
national, a  $135  million  (estimated 
1993  sales)  company  that  was  spun 
off  from  Dover  Corp.  last  year.  Dova- 
tron provides  contract  manufacturing 
to  the  electronics  industry. 

Returning  after  five  consecutive 
years  of  market-beating  stock  picks  is 
Presidio  Management's  Van  Brady. 
His  1993  choice,  Cheyenne  Software, 
rose  smartly  as  its  earnings  tripled  in 
fiscal  1993.  Brady  now  recommends 
another  software  vendor,  Systems  & 
Computer  Technology,  which  sells 
software  and  support  services  to  col- 
leges, municipalities  and  utilities.  This 
stock  more  than  doubled  since  the 
beginning  of  1993,  but  Brady  thinks 
there's  plenty  of  growth  left.  At  a 
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recent  I6V2,  it  trades  at  18  times  the 
earnings  he  projects  for  1994. 

Alison  Bisno,  director  of  research  at 
Stephens  Inc.,  the  big  Arkansas  in- 
vestment bank,  makes  a  plug  for 
Blount  (Class  A),  which  makes  die 
chain  that  goes  onto  chain  saws.  Bisno 
likes  its  dominant  market  position 
and  fat  operating  margin. 

Last  year  Theodore  Rosenberg,  a 
portfolio  manager  at  Burney  Co., 
picked  Boeing.  The  stock  rose  19%, 
and  he's  sticking  with  it.  After  several 
years  of  retrenchments,  airlines  will 
resume  ordering  airplanes,  he  says. 

Lesa  Sroufe,  director  of  research  at 
Ragen  MacKenzie  in  Seattle,  selects 
Alberto- Culver  (Class  A),  vendor  of 
Alberto  V05  and  other  personal  care 
products.  Promotional  expenses  and 
weak  European  economies  have  been 
depressing  earnings,  but  Sroufe  ex- 
pects the  company  to  resume  its  high 
growth  rate,  making  the  stock  cheap 
at  14  times  earnings. 

Jerry  Herman,  a  senior  vice  presi- 
dent at  Kemper  Securities  in  Chicago, 
is  one  of  our  rookies.  He  likes  Lesco, 
Inc.,  a  maker  of  golf 
course  and  lawn  care  "~ "~ ~ 
products.  He  projects  a 
16%  growth  rate  in  sales 
over  the  next  five  years 
and  a  23%  jump  in  earn- 
ings this  year,  to  85  cents  a 
share. 

Justin  Mazzon,  a  senior 
portfolio  manager  at 
American  Blue  Chip  In- 
vestment Management  in 
Larkspur,  Calif.,  likes  be- 
leaguered Woolworth. 
"It's  no  longer  the  five- 
and-dime  people  think  of. 
It's  getting  rid  of  dead- 
wood  and  replacing  it 
with  stores  like  Foot 
Locker  and  Northern  Re- 
flections," says  Mazzon. 
Did  you  know  that  Wool- 
worth  is  one  of  the  largest 
retailers  in  Germany? 

Christine  Munn,  a  vice 
president  at  Munn,  Bern- 
hard  &  Associates  in  New 
York,  recommends 
AmeriCredit,  which 
makes  car  loans  to  buyers 
with  substandard  credit 
ratings  in  the  Midwest 
and  Southwest.  Doesn't 


AmeriCredit  have  big  credit  losses? 
"If  you  miss  a  payment,  the  repo  man 
is  at  your  door,"  says  Munn. 

Mark  Keller,  senior  investment  of- 
ficer at  A.G.  Edwards  in  St.  Louis, 
recommends  Esco  Electronics,  which 
was  spun  off  from  Emerson  Electric  in 
1990.  Esco  makes  components  for 
weapons  like  the  Patriot  missile  and 
the  F-16.  "With  military  budgets 
shrinking,  money  will  be  tight  for  new 
systems,  so  upgrading  older  systems 
will  be  the  way  to  go,"  says  Keller. 

Kurt  Kammerer,  a  health  care  ana- 
lyst at  Advest  Inc.,  likes  Advantage 
Health  Corp.,  which  operates  the 
largest  network  of  medical  rehabilita- 
tion facilities  in  New  England. 

Wayne  Burgan,  president  of  Ana- 
lytic Capital  Management  in  Naples, 
Fla.,  recommends  Castle  Capital, 
which  trades  o-t-c  in  Canada.  The 
company  makes  high-pressure  pipes 
for  offshore  rigs.  An  intriguing  but 
smaller  business  is  a  process  Castle  is 
developing  to  turn  old  tires  and  other 
waste  into  usable  gas  or  oil.  Caution: 
Most  of  the  miracle  recycling  inven- 


It  paid  to  be  bullish 


Name/affiliation 

Stock 

% 

change 

The  bulls  made  money  . . . 

Elizabeth  Tran/Prudential  Asia  Fund  Mgmt 

Hutchison  Whampoa 

130% 

Carlene  Murphy/Strong  Common  Stock  Fund 

Littelf  use 

65 

Van  Brady/Presidio  Management 

Cheyenne  Software 

63 

Alison  Bisno/Stephens 

Taco  Cabana 

35 

Theodore  Rosenberg/Burney  Co 

Boeing 

19 

Lesa  Sroufe/Ragen  MacKenzie 

Cray  Research 

18 

Alfred  Frank/Prudent  Speculator 

Sea  Containers  Ltd 

17 

Robert  Thomas/Boston  Security  Counsellors 

Alcatel  Alsthom  ADS 

13 

Nicholas  Reitenbach/Pinnacle  Associates 

Sandoz 

-1 

Alan  Bond/Bond,  Procope  Capital  Management 

Home  Depot 

-12 

Thomas  Tashjian/First  Manhattan 

Merry-Go-Round  Enterprises 

-60 

Byron  Sanders/Kashner  Davidson  Securities 

Ophthalmic  Imaging  Systems 

-78 

. . .  the  bears  didn't 

Stephen  Carlson/Aspen  Capital  Group 

InCoMed* 

-77 

David  Hines/Hines  Management 

McAfee  Associates 

-62 

Robert  Doviak  ll/Doviak  Partners 

Wisconsin  Pharmacal 

-22 

Jonathan  Merriman/Merriman  Capital 

F.agle  Hardware  &  Garden 

9 

Robert  Holmes/Gilford  Securities 

McDonnell  Douglas 

160 

Performance  as  of  Dec.  7,  1993.   'Formerly  Alco  International  Group. 

The  optimists  beat  the  Wilshire  5000  index  (17%  to  9%).  But  the 
pessimists'  favorite  short  candidates  gained  an  average  of  2%. 


tions  of  the  past  two  decades  have 
proved  to  be  pure  hype. 
Now  for  the  bears. 
Our  smartest  short-seller  last  year 
was  Stephen  Carlson  of  Aspen  Capital 
Group  in  Denver.  He  expected  trou- 
ble at  InCoMed  (formerly  Alco  Inter- 
national Group),  and  he  was  right. 
Not  only  did  the  stock  collapse,  but 
by  the  end  of  the  year  a  former  direc- 
tor of  InCoMed  was  arrested  and 
charged  with  conspiracy,  securities 
fraud  and  money  laundering. 

This  time  Carlson  is  knocking  Em- 
brace Systems  Corp.  (formerly  Haben 
Industries).  Its  business?  "Selling 
stock,  not  product,"  says  Carlson. 
That's  not  entirely  true,  since  Embrace 
sold  $2  million  worth  of  molded  plas- 
tic products  in  its  last  fiscal  year.  But 
that  leaves  its  $45  million  market  valu- 
ation a  little  steep-looking. 

David  Hines  of  Hines  Manage- 
ment says  that  Columbia  Gas  Sys- 
tem— which  filed  for  bankruptcy  in 
July  1991 — has  more  bad  news  for 
shareholders,  meaning  good  news  for 
people  who  take  his  advice  to  short  it. 

"Most  of  the  value  of  the 
company  will  go  to  the 
debt  holders,"  predicts 
Hines. 

Evan  Sturza,  editor  of 
Sturza's  Medical  Invest- 
ment Letter,  pans  Aphton 
Corp.  It's  working  on  im- 
munological medicines  to 
inhibit  the  growth  of  can- 
cer. His  evaluation  of  the 
technology:  "wacky." 

Robert  Lang,  chairman 
of  Lang  Asset  Manage- 
ment in  Atlanta,  is  betting 
against  Deere  &  Co. 
"Overpriced  at  almost 
three  times  book." 

Robert  Stovall,  presi- 
dent of  Stovall/Twenty- 
First  Advisers  in  New 
York  City,  recommends 
shorting  Charles  Schwab 
&  Co.  Schwab  is  spot- 
lighted in  this  issue  (see  p. 
145)  as  the  financial  ser- 
vices company  best  poised 
for  future  growth. 
"They're  probably  the 
best  in  the  business 
.  .  .  but  I  just  don't  know 
how  long  [the  bull  mar- 
ket] is  gonna  last."  SB 
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When  Joe  Antonini  unveiled  Kmart's  turnaround  plan, 
Forbes  was  mightily  impressed.  But  Kmart 
remains  a  laggard,  proving  that  while  plans  are 
important,  execution  is  more  so. 

The  best-laid 


plans 


By  Subrata  N.  Chakravarty 

The  telephone  rings  in  Troy,  Mich, 
once,  twice  ...  22  times.  Finally  a 
recording  cuts  in,  requesting  the  call- 
er to  phone  again  later  since  no  one  is 
picking  up.  Certain  he  must  have 
misdialed,  the  caller  dials  again.  Same 
result.  Only  on  the  twelfth  ring  of  the 
third  try  is  there  a  response:  "Kmart 
international  headquarters,"  says  a 
cheerful  operator  at  the  Troy  offices 
of  Kmart  Corp. 

it's  a  small  sign,  but  a  telling  one, 
that  all's  not  well  at  the  nation's  sec- 
ond-largest retailer  ($42  billion  esti- 
mated 1993  sales).  Midway  through 
Chairman  Joseph  Antonini's  ambi- 
tious $3  billion  to  $3.5  billion 
"renewal"  program,  over  1,200  of 
Kmart's  2,435  discount  stores  have 
been  modernized,  expanded,  relo- 
cated or  built  from  scratch.  When 
Forbes  last  visited  Antonini  and  Kmart 
in  1991,  we  were  very  impressed  with 
their  plans.  We  said,  "If  Antonini's 
right  about  earnings — and  he  makes  a 
convincing  case  .  .  .  Kmart  is  one  of 
the  cheapest"  stocks  on  the  market. 

The  market  capitalization  of  Kmart 
has  indeed  doubled  since  then,  to 
$10.2  billion.  But,  alas,  Antonini  is 
still  tar  short  of  his  goals.  In  1991 
Antonini  said  his  goal  was  to  reach 
$35  billion  in  discount  store  sales  by 
the  year  through  January  1996 
(Forbes,  May  27,  1991).  Kmart  has 
been  growing  at  less  than  half  the  rate 
needed  to  achieve  its  goal.  The  bulk  of 
Kmart  Corp.'s  sales  growth  has  come 
not  from  its  core  discount  stores  but 
from  its  specialty  retail  group:  chains 
like  Builders  Square,  the  Sports  Au- 
thority and  Borders.  However,  be- 


cause they  no  longer  fit  Kmart's  strat- 
egy, Antonini  decided  this  fall  to  un- 
load two  of  the  specialty  chains,  the 
profitable  PayLess  Drug  Stores  and 
the  moneylosing  Pace  Membership 
Warehouse. 

In  a  raging  bull  market,  Kmart  sells 
at  just  1 1  times  trailing  earnings,  ver- 
sus 31  times  for  Wal-Mart.  Kmart's 
return  on  equity  is  just  10%,  com- 
pared with  Wal-Mart's  22%. 

Meanwhile,  refurbishments  slowed 
dramatically.  After  450  moderniza- 
tions in  1992,  Kmart  converted  only 
about  200  in  1993.  It  took  a  time-out 
to  look  over  its  stores  and  decide 
which  ones  were  suited  to  convert 
into  Super  Kmarts — a  new  format, 
combining  a  traditional  Kmart  with  a 
supermarket's  food  offerings. 

By  the  end  of  fiscal  1993  there  will 
be  some  90  Super  Kmarts.  Eventual- 
ly, Antonini  says,  he  sees  a  potential 
for  up  to  500  such  stores,  with  about 
170,000  square  feet  each,  compared 
with  1 12,000  for  a  new  Kmart.  While 
the  renewal  program  is  still  scheduled 
for  completion  by  the  end  of  fiscal 
1995,  the  cost  of  the  program  has 
increased  from  $2.3  billion  to  be- 
tween $3  billion  and  $3.5  billion 
because  of  the  larger  stores. 

Why  has  reality  fallen  so  far  short  of 
expectations?  No  question  that  the 
new  stores  are  a  vast  improvement. 
Walk  into  a  modernized  Kmart  and 
you'll  see  a  much  larger  store  than  the 
old  ones,  with  bright  lights,  wide 
aisles,  departments  identified  in  neon 
letters  in  different  colors,  and  attrac- 
tively displayed  merchandise.  Appar- 
el, long  one  of  Kmart's  strengths,  is  of 


better  quality  than  before, 
using  more  natural  fibers 
and  less  of  the  polyester 
associated  with  cheap  mer- 
chandise. Pricing,  too,  is 
good.  A  study  by  Pruden- 
tial Securities  of  a  common 
market  basket  of  66  items 
sold  at  four  chains  found 
that  Kmart's  prices  were 
4.2%  below  average,  while 
archrival  Wal-Mart's  were 
0.4%  above  average. 

But  if  you  want  to  know 
why  domestic  Kmart  sales 
have  risen  just  6.3%  in  the 
past  two  fiscal  years  while 
Wal-Mart's  have  risen 
about  25%,  note  the  levels 
of  service.  While  salespeo- 
ple at  Wal-Mart  and  Day- 
ton Hudson's  Target  chain 
seem  eager  to  please  and  to 
help,  Kmart's  "associates" 
remain  largely  indifferent. 
For  example,  asked  for  a 
specific  item,  an  associate 
waved  in  the  general  direc- 
tion of  the  department. 

"The  economy  is  hurting,  dispos- 
able income  is  down,  and  people  are 
spending  money  only  on  essential 
products,"  Antonini  says,  defending 
his  disappointing  record.  "The  fringe 
items — and  I  consider  apparel  to  be  a 
fringe  item — aren't  selling  anywhere 
across  the  country  like  they  used  to." 
True  enough.  Wal-Mart's  sales 
growth  has  slowed,  but  not  as  much 
as  Kmart's.  Through  November, 
Wal-Mart's  sales  growth  for  stores 
open  a  year  or  more  was  about  8%, 
while  Kmart's  comparable  sales 
growth  was  just  half  that,  estimates 
Steven  Kernkraut  of  Bear,  Stearns.  So 
each  month  Kmart  falls  further  be- 
hind Wal-Mart. 

The  renovation  program  is  work- 
ing well,  Antonini  argues.  He  offers 
numbers:  A  modernized  store  in- 
creases sales  7%,  an  expanded  store 
adds  14%  in  sales,  while  a  relocated 
store  jumps  23%,  on  average.  Un- 
modernized  stores,  he  says,  are  losing 
sales  at  1%,  dragging  down  the  aver- 
age for  the  entire  chain.  Some  of  the 
slowdown  can  be  attributed  to  the 
disruptions  caused  bv  modernization: 
Overall  sales  have  fallen  steadilv  from 
$189  per  square  foot  in  1990  to  $179 
per  square  foot  in  1992. 
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Joseph  Antonini, 
Kmart  Corp.'s 
chairman, 
president  and 
chief  executive 
The  renewal  pro- 
gram has  made 
the  stores  look 
good.  But  it  takes 
more  than  bricks 
and  mortar  to  have 
a  turnaround.  It 
takes  leadership. 


Pace  Membership 
Warehouse, 
Sports  Authority, 
PayLess  Drug 
Stores 

Two  strikes  and  a 
home  run:  Pace  is  a 
loser  and  Pay- 
Less  no  longer  fits, 
but  Sports 
Authority  is 
growing  fast. 


Antonini  dismisses  the  morale 
problem  in  stores  as  short-term.  "It's 
depressing  to  visit  an  old  store,  even  if 
I  must  say  so,"  he  admits.  "The  older 
stores  are  20  years  old,  with  old  fix- 
tures. In  some  cases,  they're  old,  dirty 
stores.  That  fits  in  with  their  mood. 
It's  like  when  the  sun  shines,  versus 
when  it's  cloudy  out.  We  see  the  sun 
shining  brightly  in  the  new  stores,  and 
the  employees  feeling  that  invigora- 
tion."  But  this  distinction  exists  more 
in  Antonini's  mind  than  in  reality. 
Forbes  reporters  visited  a  number  of 
Kmart  stores,  old  and  new,  and  found 
little  difference  in  the  level  of  service. 

The  simple  truth  is  this:  A  plan  is  no 
better  than  its  execution,  and  Kmart's 
execution  has  been  weak.  Antonini 
has  produced  the  dollars  but  not  the 
leadership  or  the  morale. 

Antonini  has  spent  heavily  trying  to 
match  Wal-Mart's  state-of-the-art 
computer  system  to  track  sales  and 
replenish  inventories.  But  he  hasn't 
even  begun  to  match  Sam  Walton's 
style  of  leadership.  "Antonini  wants 
to  fill  Sam  Walton's  shoes.  The  prob- 
lem is,  he's  not  at  Wal-Mart,"  says 
Fred  Marx,  a  Detroit-area  marketing 
consultant  who  specializes  in  retail- 
ing. Some  people  who  have  worked 


closely  with  Antonini  say  that  beneath 
the  genial  public  persona  is  a  chip-on- 
the-shoulder  personality,  often  bully- 
ing and  abusive. 

Example:  live  nationwide  broad- 
casts to  managers  over  the  Kmart 
satellite  system.  A  reliable  former  em- 
ployee recalls  Antonini  elbowing  oth- 
er speakers  aside  to  take  over  the 
camera.  He  would  then  publicly  be- 
rate senior  corporate  executives,  in- 
cluding Richard  Miller,  then  execu- 
tive vice  president  for  U.S.  Kmart 
stores,  as  well  as  the  store  personnel 
watching.  Antonini  routinely  used 
epithets  like  "stupid,"  "jerk"  and 
"inept."  He  would  tell  store  person- 
nel they  disgusted  him  and  excoriate 
them  for  their  failure  to  follow  in- 
structions from  the  head  office  to  the 
letter.  "They  were  beat-'em-up  ses- 
sions," the  former  employee  says.  On 
these  and  other  occasions,  Antonini 
delighted  in  telling  executives  that 
they  weren't  worth  the  salary  they 
were  paid. 

A  great  way  to  win  friends  and 
influence  people?  Hardly. 

But  asked  about  the  charges,  An- 
tonini flatly  denies  them.  "Remem- 
ber, we're  changing  culture,  and  not 
everyone  is  happy  with  change,"  he 
says  earnestly.  "Am  I  a  tough  task- 
master? Yes.  Do  I  challenge  people? 
Yes.  Am  I  demanding?  Yes.  But  to  say 
I'm  abusive  is  an  outright  lie." 

With  such  turmoil,  it  is  little  won- 
der that  the  returns  thus  far  don't 
remotely  justify  Kmart's  massive  in- 
vestment. Indeed,  there  have  been 
rumors  that  Kmart's  board  has  given 
Antonini  a  deadline  to  get  the  compa- 
ny moving. 

"Absolutely  not  true,"  Antonini 
insists,  repeating  it  again  for  empha- 
sis. "Because  of  two  down  quarters, 
people  would  say  that?  It's  unequivo- 
cally not  true." 

Antonini  professes  to  be  uncon- 
cerned. Says  he:  "While  the  economy 
is  going  to  be  difficult,  while  competi- 
tion will  continue  to  be  fierce,  we  feel 
our  strategy  is  right  for  the  future." 
But  the  day  is  past  when  directors 
would  be  endlessly  patient  with  chief 
executives  whose  reach  exceeds  their 
grasp  (seep.  100).  How  much  longer 
does  Joe  Antonini  have  to  produce 
better  results?  Probably  not  long. 
This  year's  Christmas  selling  season 
could  be  make  or  break  for  him.  WM 
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Once  kings  sent  knights  after  the  Holy  Grail. 
Today  the  politicians  tell  carmakers  to  produce 
commercially  viable  electric  cars. 

Don  Quixote, 
meet  Alex 
Trotman 


By  Jerry  Flint 

"We've  spent  hundreds  of  millions 
on  things  that  didn't  work,"  says  Alex 
Trotman,  the  chief  executive  of  the 
Ford  Motor  Co.  "But  when  we  spent 
the  money,  we  didn't  know  they 
wouldn't  work."  Now,  he  complains, 
Ford  is  spending  hundreds  of  millions 
of  dollars  on  something  its  people 
know  in  advance  won't  work — the 
electric  car. 

In  1990  California  told  carmakers 
that  by  1998,  2%  of  their  unit  sales  in 
the  state  must  be  zero-emission  vehi- 
cles— that  means  electric  cars,  since 
they're  the  only  zero-emission  vehi- 
cles conceivable.  This  climbs  to  5%  in 
2001  and  to  10%  in  2003.  Close  to  2 
million  new  vehicles  are  sold  in  Cali- 
fornia in  a  good  year,  and  most  big 
American  and  Japanese  companies  are 
covered  by  the  rules.  The  1998  rule 
did,  however,  manage  to  exclude  that 
Hollywood  favorite,  the  Mercedes. 

Other  states,  including  New  York, 
are  thinking  of  following  California's 
lead.  But  unless  the  politicians  plan  to 
reinvent  physics,  don't  expect  to  see 
many  electric  cars  on  the  roads  come 
1998.  "You  cannot  just  mandate  that 
it  work,"  says  Trotman  of  Ford, 
which  has  an  experimental  electric  van 
called  Ecostar.  "We're  simply  unable 
to  provide  a  vehicle  that  provides  the 
range  that  is  acceptable  to  the  cus- 
tomers out  there,  or  anywhere  else  in 
the  U.S.,  at  a  price  that's  remotely 
affordable.  We  don't  have  a  secret 
battery  in  die  basement,  and  we're 
not  dragging  our  feet.  We  simply 


GM's  Impact  electric  2-seater  (above) 
and  Ford's  Ecostar  van 
Theirs  not  to  reason  why. 


don't  know  how  to  get  there  by  1998, 
or  any  other  year  right  now." 

Anybody  can  build  an  electric  car. 
Just  make  it  small,  make  it  light  and 
load  it  down  with  batteries.  And 
charge  an  arm  and  a  leg  for  it — 
Chrysler  talks  about  charging  more 
than  $100,000  for  its  electric  mini- 
van.  Unfortunately,  electric  cars  don't 
run  very  well,  won't  go  far  and  won't 
carry  much.  They  represent  every- 
thing American  consumers,  especially 
Californians,  don't  want  in  a  car. 

Doesn't  Fiat  sell  an  electric  car  in 
Europe?  Yes,  but  it's  stuffed  to  the 
gunwales  with  batteries.  Fiat  sells  a 
few  hundred  units  a  year — "at  twice 
the  price  for  half  the  performance," 


says  a  Fiat  man. 

The  best-known  of  the  experimen- 
tal electric  cars  is  probably  General 
Motors'  Impact.  This  is  a  lightweight 
two-seater  with  a  composite  body 
draped  over  an  aluminum  frame, 
powered  by  27  batteries,  over  half  a 
ton  worth,  that  give  it  quick  pickup, 
comparable  with  ordinary  cars.  GM 
will  soon  distribute  50  for  testing  over 
the  next  two  years. 

But  gm's  Impact  hasn't  solved  the 
basic  problems:  It  can't  carry  much 
besides  batteries,  and  its  range  is  only 
70  miles  or  so.  And  remember  this: 
With  an  internal  combustion  engine, 
you  get  full  power  until  it  runs  out  of 
fuel,  but  like  a  flashlight  running  on 
weak  batteries,  electric  cars  produce 
less  power  as  the  batteries  run  down. 
Recharging,  the  equivalent  of  filling 
up  the  gasoline  tank,  takes  hours. 

Even  then,  since  they  do  run,  why 
won't  electric  cars  be  built  and  sold? 
Remember  why  people  pay  almost 
$20,000  for  an  automobile.  A  car  is 
an  extremely  versatile  tool.  Your 
$20,000  buys  something  that  will 
carry  four  or  five  people,  hundreds  of 
pounds  of  cargo  in  the  trunk,  more  on 
the  roof. 

You  can  drive  20  miles  to  work  and 
back  each  day,  or  you  can  take  your 
car  from  New  York  to  California  or  up 
to  the  top  of  Pike's  Peak.  When  your 
baby  turns  blue  at  2  a.m.  on  the 
coldest  night  of  the  year,  that  car  will 
get  you  to  the  hospital. 

But  what  would  you  pay  for  some- 
thing that  can  do  little  more  than  get 
you  20  miles  to  work  and  back  each 
day,  without  much  comfort?  Proba- 
bly not  much  more  than  the  $4,000 
that  a  new  golf  cart,  or  a  decent  used 
car,  now  costs.  The  only  solution  is  to 
develop  a  stored-power  batten'  capa- 
ble of  moving  a  2,500-to-3,000- 
pound  object  the  way  today's  auto- 
mobile moves,  something  a  lot  of  fine 
minds  have  been  unable  to  achieve. 
Efforts  to  make  the  vehicle  ultralight 
will  also  make  it  ultraexpensive. 

What  will  happen?  Eventually  Cali- 
fornia will  forget  about  its  zero- 
emission  vehicles  due  in  1998 — but 
only  after  the  politicians  force  the  car 
companies  to  spend  huge  sums.  The 
cost  of  the  wasted  effort  will  be  passed 
on  to  car  buyers  everywhere.  The  only 
difference  between  taxes  and  man- 
dates is  who  does  the  collecting.  B 
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t  once  took  a  rocket  scientist 
to  see  the  advantages  of  a  jet. 


Now  it  simply  takes  an  accountant. 


■ 


"It  tramples  the  turboprops." 

That's  what  one  leading  aviation 
magazine  said  about  the  phenomenal 
new  CitationJet.  And  they're  right. 

By  any  comparison,  the  CitationJet 
overwhelmingly  outperforms  these 
old-technology  aircraft.  Speed,  range, 
cabin  sound  levels,  short-field  per- 
formance, ease  of  flying. 

And,  most  of  all,  economy. 

With  its  natural  laminar  flow  wing 
and  highly  efficient  engines,  the 
CitationJet  is  easily  the  most  fuel- 


efficient  business  jet  ever  built.  Even  at 
high-speed  cruise  at  altitude,  it  still  burns 
less  than  100  gallons  of  fuel  per  hour. 

So  on  a  typical  mission,  the 
CitationJet  not  only  gets  you  where 
you're  going  in  far  less  time  than  a 
turboprop  would,  it  actually  does  so 
on  less  fuel,  and  costs  far  less  to  operate. 

The  CitationJet  is  even  less  costly  to 
purchase  than  competing  turboprops. 

And  now,  with  special  financing 
packages,  a  new  CitationJet  is  as  easy 
to  own  as  it  is  to  fly. 


To  find  out  how  effortless  it  is 
to  do  both,  contact  Gary  W.  Hay, 
Senior  Vice  President  of  Marketing, 
at  1-800-4-CESSNA. 

Let  us  arrange  a  demonstration 
flight.  You'll  be  amazed  at  what  this 
new  aircraft  can  do  for  you.  And  so 
will  your  accountant. 

CitationJet  "kl 

Cessna 

A  Textron  Company 


If  you're  nervous  about  the  stock  market, 

here's  something  else  to  fret  about: 

the  new  show-it-all  women's  fashions  from  Paris. 

Skirts  up, 
stocks  down 


Peter  Brimelow 


Hemiine  high? 

This  is  nothing.  Honest. 


"Hemlines  have  always  gone  up  and 
down  with  the  market,"  investment 
letter  writer  Robert  Prechter  ruminat- 
ed recently.  "Today  they  cannot  rise 
any  further,  because  on  high-fashion 
runways,  there  is  no  hemline  at  ally 
And  he  published  a  picture  of  a  Paris 
model  wearing  a  G-string. 

Laugh  while  you  can.  Prechter 
means  it.  He's  predicting  a  multiyear 
bear  market,  with  the  Dow  losing  as 
much  as  90%,  that's  n-i-n-e-t-y  per- 
cent, possibly  within  the  decade. 

And  Prechter  has  made  at  least  one 
brilliant  call.  In  the  dark  stagflationary 
days  before  the  1982  equity  blastoff, 
he  unflinchingly  predicted  a  multiyear 
bull  market  that  would  take  the  Dow 
Jones  industrial  average,  then  below 
800,  to  2700,  later  amended  to  3700. 
(Since  the  1987  crash,  Prechter  has 
been — wrongly — bearish  on  the 
long-term  trend.) 

The  Yale-educated  Prechter,  44, 
has  a  sophisticated  interest  in  popular 
culture  ranging  far  beyond  hemlines 
and  including  music.  (He  sighs  pa- 
tiently when  reminded  of  his  early 
years  in  a  rock  band,  which  originated 
"Some  Guys  Have  All  The  Luck," 
later  a  Rod  Stewart  hit. ) 

But  his  principal  technique,  as  ex- 
emplified by  his  flagship  Elliott  Wave 
Tlicorist  newsletter,  is  a  complex  in- 
terlocking Chinese-box-style  theory 
of  the  market's  rhythms  that  drives 
finance  professors  crazy  because  it 
appears  to  verge  on  numerology.  Nu- 
merology or  not,  the  Elliott  Wave  has 
built  Prechter  a  60-person  market 
advisory  business  in  Gainesville,  Ga. 

"His  record  is  a  conundrum,"  says 
Forbes  investment  letter  watcher 
Mark  Hulbert.  "He's  been  badly  hurt 
by  being  bearish  too  soon,  but  over- 
all, there  are  quite  enough  streaks  of 
success  and  weirdly  prescient  calls  to 
make  you  pay  attention." 

Fortified  by  early  bullishness  on 
gold  and  silver  in  1993,  Prechter  now 
recommends  putting  "not  a  penny" 
in  stocks,  except  precious  metals.  He 
expects  a  one -year  surge  in  silver  bul- 
lion and  stocks  and,  less  certainly,  a 
near-term  flurry  in  gold.  "Ifyou  don't 
like  that — cash!"  Cash? Responds  he: 
"A  3%  yield  is  better  than  a  50%  loss." 

And  hemlines?  "Way  down  to  the 
floor,"  he  says.  "And  I  think  there's  a 
possibility  of  high  necklines,  like  in 
the  19th  centurv."  H* 
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Franklin  Utilities  Fund 


Power  Your  Way  Towards 
Your  Financial  Goals. 


Utility  stocks  are  known  for 
their  dividends,  and  in  many  cases,  for 
their  consistent  earnings.  The  Franklin 
Utilities  Fund  is  designed  to  make  the 
most  of  these  characteristics.  It's  a  fact 
well  demonstrated  by  the  fund's  impres- 
sive 260%  10-year  cumulative  total 
return^  Of  course,  past  performance 
does  not  guarantee  future  results. 

For  over  forty  years,  the  Franklin 
Utilities  Fund  has  been  helping 
investors  achieve  their  financial  goals. 
The  fund  is  professionally  managed  for 
current  income  and  the  potential  for 
capital  appreciation  from  a  portfolio  of 
public  utility  securities. 


Average  Annual  Total  Returnst  (9/30/93) 

13.7% 

10-year 

13.9% 

5-year 

13.1% 

l -year 

Mail  in  the  postage-paid  card  or 
call  for  a  free  prospectus  containing 
more  complete  information,  including 
charges  and  expenses.  Please  read  it  care- 
fully before  you  invest  or  send  money. 

1-800-342  FUND 
Ext.  F243 


f  Cumulative  total  return  shows  the  percent  change  in  value  of  an  investment 
over  the  1 0-year  period.  Average  annual  total  returns  represent  the  average 
annual  increase  in  value  of  an  investment  over  the  indicated  periods.  All  cal- 
culations include  the  maximum  4%  initial  salts  charge  and  assume  rein- 
vestment of  dividends  at  the  offering  price  and  capital  gains  at  net  asset 
value.  Investment  return  and  principal  value  will  fluctuate  so  that  your 
shares,  when  redeemed,  may  he  worth  more  or  less  than  their  original  cost. 
Franklin /Tanpleton  Distributors,  Inc. 


F  R  A\  Nj  K<  I  I  N 

777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404  fcwm 

A  Proud  Member  of  the  $107  Billion  Franklin  /  Templeton  Group 


Highiy  efficient  and  a  smart  marketer,  U.S.  Healthcare 
is  a  Wall  Street  darling.  But  what.happens  as  politicians 
and  bureaucrats  intrude  on  the  health  care  system?  . 

Abramson  to 
Clinton:  Thanks, 
but  no  thanks 


By  Robert  Lenzner 

The  New  York  metropolitan  area  is 
being  inundated  with  television  com- 
mercials featuring  the  signature  songs 
of  show  business  stars  like  Gene  Kelly 
and  Louis  Armstrong.  What  are  they 
peddling?  Health  care  for  as  little  as 
$2  a  doctor's  visit. 

Welcome  to  the  new  era,  where 
medical  care  is  marketed  like  soap  or 
cars  by  Philadelphia- based  U.S. 
Healthcare,  Inc.,  one  of  the  largest 


health  maintenance  organizations 
(hmos).  Sign  up  with  U.S.  Health- 
care, print  ads  promise,  and  you'll  get 
such  freebies  as  free  cancer  screen- 
ings, 100%-covered  X  rays  and  lab 
tests,  and  emergency  coverage  any- 
where in  the  world. 

With  smart  marketing,  low  prices 
and  efficient  delivery,  U.S.  Health- 
care's profits  over  the  past  five  years 
have  zoomed  from  $3.6  million  to 


over  $200  million,  on  revenues  of 
$2.2  billion. 

U.S.  Healthcare's  unusually  rich 
margin  of  profit  stems  from  its  ability 
to  negotiate  tough  deals  with  doctors 
and  hospitals  and  other  providers. 
With  average  per-person  monthly 
premiums  of  $138.86,  U.S.  Health- 
care runs  medical  care  costs  per  in- 
sured of  only  $99.55,  giving  it  a  ratio 
of  medical  costs  to  premiums  of  just 
72%.  Compare  that  with  about  77% 
for  Oxford  Health  Plans  or  85%  for 
Cigna  HealthCare. 

All  of  which  would  seem  to  guaran- 
tee U.S.  Healthcare  a  profitable  posi- 
tion no  matter  what  political  compro- 
mise emerges  from  the  Clinton  White 
House's  grandiose  plans.  But  that 
doesn't  mean  that  Leonard  Abram- 
son,  U.S.  Healthcare's  chief  executive 
officer,  is  happy  about  the  idea. 

Abramson  feels  that  the  plan  Hilla- 
ry Clinton  presented  will  "open  up 
legitimate  enterprises  to  political  in- 
fluence." The  health  alliances  the 
Clintons  are  looking  to  create  mean 
too  many  political  appointees  and  too 
much  bureaucracy,  he  says:  "This  is  a 
perverse  socialism." 

Under  the  Clinton  plan,  the  re- 
gional health  alliances  would  collect 


Leonard 

Abramson,  chief 
executive  officer 
We  only  need 
HMOs,  not 
the  "perverse 
socialism"  of 
Clinton  health 
alliances. 
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We  Help  The  North  Face  Satisfy  Their  OffThe  -Wall  Customers 


When  The  North  Face  wanted  to  make 
a  sleeping  bag  for  their  leading-edge  cus- 
tomers, they  turned  to  Hoechst  Celanese. 
Hoechst  Celanese  responded  with 
Polarguardf  a  remarkable  insulating  fiber 
that  weighs  next  to  nothing  and  retains 
warmth  down  to  30  below.  No  wonder 
companies  around  the  world  trust 
Hoechst  Celanese.  With  a  partner  like 
that,  who  wouldn't  get  a  warm  feeling? 

Hoechst  Celanese 


he  North  Face  name  is  a  registered  trademark  of  The  North  Face.  The  Hoechst  name  and  logo  are  registered  trademark  of  Hoechst  AG 
olarguard  is  a  registered  trademark  of  Hoechst  Celanese  Corporation  for  continuous  filament  polyester  fiberfili 


Hoechst  M 

The  Name  Behind  The  Names  You  Know 


f 


©  1993  Lexus.  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  01 


iackseat  Drivers 
hit  Of  Earshot. 


interaction  is  made  possible  by  the 
responsive  and  finely  tuned  suspen- 
sion system  of  the  GS.  One  that 
actually  enables  the  driver  to,  in  a 
sense,  communicate  with  the  road. 
Let  us  offer  a  solution  to  this      space.  So  while  your  passengers  That,  we  figured,  would  be  all 

emma:  the  Lexus  GS.  can  bask  in  luxuries  like  automatic      the  feedback  you'd  need. 

The  cabin  has  been  thought-  climate  control  and  an  available 
ly  well-designed  to  provide  each      12-disc  CD  auto-changer,  you  can 


cupant  with  plenty  of  personal      focus  on  the  task  at  hand:  enjoying        The  Relentless  Pursuit  Of  Perfection. 


vs.  For  more  information,  call  800-872-5398  1800-USA-LEXUS).  Shown  with  optional  equipment. 


U.S.  Healthcare 


the  piemiums  from  employers  and 
patients,  and  then  pay  the  money  over 
to  U.S.  Healthcare.  Right  now,  U.S. 
Healthcare  has  no  interference  at  all  as 
the  middleman  that  collects  the  pre- 
miums from  patients  and  pays  the 
doctors. 

Abramson's  argument — self-sen' 
ing,  of  course,  but  reasonable — is  that 
the  nation  has  all  the  health  care 
reform  it  needs  in  the  Health  Mainte- 
nance Organization  Act  of  1973,  un- 
der which  U.S.  Healthcare  and  many 
other  for-profit  and  not-for-profit  or- 
ganizations operate. 

U.S.  Healthcare,  he  points  out, 
avidly  pursues  capitation,  the  concept 


length  of  stays  and  doing  away  with     highest  priority.   Kathleen  Galvin- 
\  hal  it  believes  are  unnecessary  treat-     Flack,  vice  president  for  managed  care 
ments  such  as  some  cesarean  sections,    at  Presbyterian  Hospital,  says  U.S. 

Part  of  its  cost-cutting  methodolo-  Healthcare  is  "the  most  controversial 
gy  derives  from  well-organized 'pro-  hmo"  in  New  York.  She  objects  to  the 
grams  of  preventive  medicine.  U.S.  way  U.S.  Healthcare  does  business: 
Healthcare  provides  high-risk  preg-  She  says  it  often  refuses  to  pay  enough 
nant  women  with  early  access  to  ex-  to  simply  cover  the  cost  of  hospital 
pert  prenatal  care.  This  helps  reduce  services.  "They're  extremely  unre- 
the  risk  of  premature,  low-birth-  sponsive,"  Galvin-Flack  says.  "They 
weight  babies.  say,  'This  is  our  fee  schedule.  Take 

U.S.  Healthcare  tries  to  identify  it  or  leave  it.  Otherwise,  we  will  take 
potential  breast  cancer  at  an  early  our  patients  over  to  New  York 
stage  by  urging  that  every  woman    Hospital.'  " 

member  reaching  the  age  of  40  go  for  Does  this  hard  line  on  costs  lead  to 
a  free  mammogram.  By  catching  the  corner-cutting?  David  Cohen,  chief 
appearance  of  irregular  growths  early    aide  to  Philadelphia  Mayor  Edward 

Rendell,  says:  "There  have  been  liter- 
3  =  ally  no  complaints"  about  U.S. 
y^..  Healthcare's  handling  of  about  3,500 
municipal  employees.  Cohen  says 
that  budgeted  medical  health  costs 
for  the  city  of  Philadelphia  have  fallen 
from  $167  million  in  fiscal  1992  to 
S136.5  million  in  fiscal  1993. 

For  all  its  impressive  marketing  and 
financial  skills,  U.S.  Healthcare  still 
faces  tough  competition.  In  Philadel- 
phia, U.S.  Healthcare's  main  market, 
Keystone  Health  Plan  East  is  biting 
into  U.S.  Healthcare's  market  share. 
"Our  membership  growth  is  three 
times  theirs  over  the  past  2Vi  years. 
That  is  because  of  our  hospital  net- 
work, the  connection  with  Blue  Cross 
and  the  ability  to  offer  employers 
national  coverage,"  says  John  Daddis, 
Keystone's  chief  operating  officer. 
U.S.  Healthcare  is  going  to  face 
Costas  Nicolaides,  chief  financial  officer  (left);  David  Simon,  principal  legal  officer  some  intense  competition  from  other 

Widening  margins  between  medical  costs  and  member  premiums  equals  a  hot  stock.     hmos  as  well.  Oxford  Health  Plans, 

another  fast-growing  publicly  owned 
HMO,  is  promoting  a  more  flexible  but 
on,  U.S.  Healthcare  believes  that  it    costlier  plan  that  includes  the  option 
avoids  having  to  pay  for  more  compli-     of  using  doctors  outside  the  Oxford 
cated  and  costly  surgical  procedures  network. 

later  on.  And  there  are  insurance  giants,  des- 

The  HMO  also  uses  the  drawing  perately  trying  to  shift  their  high-cost 
power  of  its  member  base  to  pressure  indemnity  medical  plans  to  cheaper 
hospitals  into  lowering  the  cost  of  HMOs.  Cigna,  for  example,  guided  by 
complicated  medical  procedures.  Liv-  former  U.S.  Healthcare  senior  execu- 
er  transplants,  which  ordinarily  cost  tive  Dr.  Michael  Stocker,  is  making 
around  $500,000,  are  contracted  for  the  transition  from  an  insurance  pro- 
at  rates  of  between  $135,000  and  vider  to  a  powerful  HMO  company. 
$375,000.  To  make  life  even  more  complicat- 

Because  of  its  hard-nosed  approach  ed  for  outfits  like  U.S.  Healthcare, 
to  the  medical  profession,  U.S.  New  York  State  insurance  regulators 
Healthcare  isn't  always  popular  with  are  trying  to  keep  a  lid  on  U.S. 
it.  Medical  professionals  express  con-  Healthcare's  freedom  to  raise  premi- 
cern  that  the  quality  of  services  may  urns,  according  to  David  Simon,  U.S. 
suffer  where  cutting  costs  has  the     Healthcare  senior  vice  president  and 


of  prepaying  doctors  and  other  pro- 
viders a  predictable  monthly  stipend 
for  each  member  patient  enrolled 
with  them.  In  U.S.  Healthcare's  case 
each  doctor  in  the  system  has  about 
300  to  1 ,000  patients. 

A  typical  primary  care  doctor  en- 
rolled in  U.S.  Healthcare  as  a  partici- 
pating provider  can  count  on  earning 
$  1 2 5 ,000  to  $  1 75 ,000  a  year.  For  this 
he  or  she  must  take  on  a  heavy  patient 
load  but  needn't  worry  about  where 
the  money  for  the  next  malpractice 
insurance  premium  payment  is  com- 
ing from.  U.S.  Healthcare  has  also 
reduced  medical  specialist  prices  by 
10%  to  15%.  It  has  cut  hospital  utiliza- 
tion by  10%  to  20%,  by  decreasing 


54 


Forbes  ■  January  3,  1994 


\ 

Private  aW**"* 

»Un.a.GA  30303 

Your  Merrill  Lynch  Financial 
Consultant  can  help  you 
determine  your  financial  goals 
and  work  with  you  to  develop 
strategies  to  meet  them. 
Result:  a  strategy  and  an 
advisor  to  help  you  achieve 
control  of  your  financial  future. 


Ask  for  our  1994  Investment 
and  Financial  Outlook,  and  you'll 
also  get  someone  to  help  you 
make  the  most  of  it. 

A  Merrill  Lynch  Financial  Consultant  can  help  you 
position  your  individual  and  business  portfolio  for 
1994  and  beyond  from  the  perspective  of  both  domes- 
tic and  international  investing. 

In  the  U.S.,  Merrill  Lynch  sees  opportunities  for 
equity  investment  in  many  sectors  of  the  stock  market. 
With  higher  income  taxes,  many  investors  should  con- 
sider selected  tax-exempt  fixed-income  investments 
and  tax-deferred  instruments. 

Our  1994  Investment  and  Financial  Outlook  report 
has  details  on  attractive  investment  opportunities  out- 
side of  the  U.S.  as  well.  Merrill  Lynch's  highly  ranked 
Global  Research  Division  provides  timely  commentary 
on  all  of  these  subjects.  These  resources  make  a  differ- 
ence in  helping  you  and  your  Financial  Consultant 
select  the  right  investments  for  your  portfolio. 


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


Call  I  800-MERRILL,  ext.  4044 

Hearing-impaired  readers  call  1-800-765-4833  TTY 

Return  to:  Merrill  Lynch  Response  Center 

P.O.  Box  30200,  New  Brunswick,  NJ  08989-0200 

Place  your  order  for  a  free  copy  of  the  1994  Investment  and  Financial 
Outlook  report  today.  It  will  be  available  after  January  3,  1994. 

□  If  you  are  a  business  owner,  please  check  here. 

Nan 

Add 

City 

Home  Phone 

Merrill  Lynch  clients,  please  give  the  name  and  location  of  your 
Financial  Consultant:   


res* 

r 

Zip 

.  Business  Phone 


To  most  people,  karaoke  singing  is  just  another  fad 
To. Richard  Lee  it  was  an  opportunity  to 
crack  the  world's  most  .exciting  market. 

One  billion 

potential 

customers 


U.S.  Healthcare 

principal  legal  officer.  Even  though 
the  company  has  the  lowest-cost  pre- 
miums of  any  HMO  in  New  York,  the 
state  recently  tried  to  roll  back  a  rate 
hike  of  4%.  The  state  court  appears  to 
be  backing  U.S.  Healthcare,  but  there 
is  no  written  judgment  in  the  case. 

None  of  these  problems  and  pro- 
spective problems  seem  to  worry  Wall 
Street.  Since  going  public  in  February 
1983,  U.S.  Healthcare  shares  have 
taken  off,  rising  about  seventyfold 
after  adjusting  for  eight  stock  splits. 
Today  U.S.  Healthcare  stock  acts  as  if 
it  will  be  a  prime  beneficiary  of  the 
emphasis  in  the  Clinton  health  plan 
on  managed  care.  Since  mid-Septem- 
ber, U.S.  Healthcare  shares  have 
jumped  nearly  40%,  from  42 Vi  to 
585/8,  giving  the  company  a  total  value 
in  the  market  of  $6.35  billion.  When 
questioned,  health  care  analysts  tend 
to  say  they  think  U.S.  Healthcare's 
efficiency  and  strong  management 
will  carry  it  through  whatever  kind  of 
health  care  emerges. 

There's  plenty  of  room  for  U.S. 
Healthcare  to  grow.  HMO  penetration 
in  Philadelphia  is  only  20%  to  25%;  in 
nearby  New  York  State,  only  15%. 
U.S.  Healthcare  now  has  1.6  million 
members,  concentrated  in  Pennsylva- 
nia, New  Jersey  and  New  York  and 
expanding  into  Massachusetts,  Dela- 
ware, Connecticut,  Maryland,  Vir- 
ginia and  Washington,  D.C.  The  po- 
tential market  in  those  areas  is  huge: 
As  of  year-end  1992,  HMO  enrollment 
in  mid-Atlantic  states  was  just  16.5%; 
in  the  southern  Atlantic  states  it  was 
1 1 .2%;  and  in  New  England,  24%. 

But,  worried  by  what  is  happening 
in  Washington  and  concerned  about 
competitive  inroads,  U.S.  Healthcare 
is  looking  to  diversify  within  the 
health  care  business.  It  has  a  nearly  $1 
billion  cash  hoard  available  for  acqui- 
sitions. In  addition  to  using  the  mon- 
ey to  perhaps  acquire  other  HMOs, 
U.S.  Healthcare  wants  to  move  into 
businesses  where  the  prospects  for 
political  interference  are  less. 

An  example,  says  Costas  Nico- 
laides,  U.S.  Healthcare's  chief  finan- 
cial officer,  would  be  software  systems 
that  give  doctors  information  about 
the  relative  cost  and  the  effectiveness 
of  drugs.  And  U.S.  Healthcare  real- 
izes, if  Wall  Street  does  not,  that 
politics  and  efficiency  arc  not  conge- 
nial bedmate:  m~ 


By  Andrew  Tanzer 

January  1979.  Deng  Xiaoping  had 
just  unveiled  his  open-door  economic 
policy.  Richard  Lee,  then  studying  for 
his  M.B.A.  at  the  University  of  Min- 
nesota, had  just  traveled  to  Guang- 
zhou, in  southern  China,  to  survey 
consumer  preferences  in  music  for  a 
marketing  course  he  was  taking.  On 
the  side,  young  Lee  was  doing  a  turn 
for  his  father's  company  in  Hong 
Kong,  Wo  Kee  Hong  (Holdings) 
Ltd.,  which  began  as  an  importer  of 
classical  music  and  Chinese  opera  LPs. 
Were  there  opportunities  there  for 
dad's  company? 

Were  there  ever!  Young  Lee  discov- 
ered that  90%  of  the  Chinese  he  sur- 
veyed enjoyed  listening  to  music,  but 
fewer  than  10%  owned  hi-fi  or  stereo 
equipment. 

His  M.B.A.  framed  and  on  the  wall, 
in  1980  Richard  Lee  joined  his  fa- 
ther's company,  which  already  had 
licenses  to  distribute  in  the  Hong 
Kong  and  China  markets  audio  and 
visual  equipment  produced  by  such 
Japanese  companies  as  Pioneer  and 
Marantz.  It  also  distributed  car  stere- 
os by  Japan's  Alpine,  and  air  condi- 
tioners made  by  Mitsubishi  Heavy 
Industries. 

One  of  Richard  Lee's  first  moves 
on  joining  Wo  Kee  Hong  was  to 
begin  exporting  stereo  equipment  to 
southern  China.  In  1982  he  began 
marketing  Pioneer  Electronic 's  laser 
disk  players  in  Hong  Kong,  Macao 
and  China,  just  two  years  after  the 


Japanese  company  had  launched  the 
digital  disk  technology. 

At  the  time  nobody  outside  Japan 
had  much  interest  in  the  technology, 
but  Lee  saw  that  the  laser  disk  player 
would  be  valued  for  its  superior  sound 
and  picture  quality.  Later  in  the  1980s 
he  began  marketing  laser  disk  players 
as  a  key  element  in  karaoke  singing, 
where  participants  sing  along  to  re- 
corded music  and  video  images.  Pop- 
ular in  Japan,  karaoke  has  become  a 
booming  market  in  Hong  Kong  and 
China  since  the  late  1980s  (Forbes, 
Dec.  20,  1993). 

With  laser  disk  machines  retailing  at 
over  $500,  the  product  is  too  expen- 
sive for  most  mainland  Chinese  con- 
sumers. Not  so  in  Hong  Kong,  where 
the  median  per  capita  income  is  now 
$18,000  and  rising.  Hong  Kong  now 
has  the  world's  highest  household 
penetration  of  laser  disk  players — 
over  30%,  according  to  Survey  Re- 
search Group. 

The  Pioneer  machines  distributed 
by  Wo  Kee  Hong  hold  over  60%  of 
the  household  laser  disk  market  in 
Hong  Kong  and  China,  and  80%  of 
the  commercial  market.  And  there  is 
still  enormous  room  to  grow  as  dis- 
posable income  in  China  compounds. 

Most  recently  Lee  has  expanded 
into  selling  software  to  broaden  the 
market  for  laser  disk  players.  Example: 
Wo  Kee  Hong  now  sells  specially 
programmed  karaoke  disks  as  an  edu- 
cational tool,  to  teach  English. 
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Richard  Lee, 
vice  chairman 
of  Wo  Kee  Hong, 
with  a  laser  disk 
The  latest 
opportunity 
for  the  family 
business:  laser 
disk  players 
for  "karaoke" 
singing. 


While  he  promotes  audio  equip- 
ment, Lee  hasn't  ignored  Wo  Kee 
Hong's  air  conditioner  business, 
which  currently  accounts  for  over 
40%  of  the  company's  sales.  One  of 
China's  big  problems  is  chronic  elec- 
tricity shortages.  To  get  around  this 
(and  sell  more  air  conditioners),  Lee  is 
about  to  introduce  a  line  of  Japanese 
diesel  generators.  The  generators  fit 
Lee's  general  strategy:  sell  products 
with  potential  to  improve  the  life  of 
the  Chinese.  Today,  says  Lee,  just  1% 
of  China's  population — about  12  mil- 
lion people — can  afford  what  he  ped- 
dles. But,  allowing  for  population 
growth,  he  reckons  5%,  or  nearly  65 
million  people,  will  be  able  to  buy 
them  within  five  years.  "In  China, 
people's  priority  is  to  make  more 
money  to  buy  more  products,"  says 


Richard  Lee. 

This  priority  has  made  Wo  Kee 
Hong  one  of  the  more  interesting 
ways  to  play  China's  development. 
Wo  Kee  Hong's  sales  and  earnings 
have  compounded  at  over  30%  annu- 
ally over  the  past  five  years.  Aftertax 
profits  last  year  likely  reached  $35 
million  on  revenues  of  $370  mil- 
lion— the  9%  net  margin  and  34% 
return  on  equity  are  both  extremely 
high  for  consumer  electronics  distrib- 
utors. Since  going  public  on  the 
Hong  Kong  Stock  Exchange  in  July 
1 99 1 ,  Wo  Kee  Hong's  stock  price  has 
more  than  tripled,  to  the  recent 
equivalent  of  55  cents  a  share.  At  that 
price  the  company  is  valued  at  17 
times  1992  earnings;  the  Lee  family's 
60%  stake  is  worth  $275  million. 
Richard,  37,  is  vice  chairman,  and  his 


father,  68 -year-old  Lee  Wing  Sum,  is 
chairman. 

Richard  Lee  says  he  has  little  fear 
that  his  Japanese  suppliers  will  try  to 
cut  him  off  and  go  it  alone  in  the 
Chinese  market.  For  one  thing,  the 
Japanese  know  they  are  not  loved  by 
the  Chinese;  it's  better  business  to  sell 
through  a  Chinese  intermediary. 

Especially  through  a  Chinese  com- 
pany that  has  in  place  a  distribution 
and  after- sales  service  network.  Chi- 
na, says  Lee,  isn't  a  single  market. 
Rather,  it's  a  collection  of  markets  to 
be  addressed  city  by  city,  each  with 
different  levels  of  purchasing  power 
and  customer  sophistication.  "It  will 
take  many  years  to  reach  customers 
across  the  country,"  says  Richard  Lee. 
He's  certainly  got  a  head  start  in 
reaching  them.  HB 
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You  no  longer  have  to  look  like  someone  out  of  a 
Ralph  Lauren  advertisement  to  feel  comfortable 
doing  business  with  U.S.  Trust  Corp. 

Affirmative 
action 


By  Matthew  Schifrin 

Recognizing  that  the  Reagan 
boom  of  the  1980s  had  helped  tens  of 
thousands  of  young  people  and  small 
business  people  vault  into  the  ranks  of 
the  affluent,  once  snooty  U.S.  Trust 
Corp.  has  lowered  the  tilt  of  its  corpo- 
rate nose.  In  1987  it  reduced  its  ac- 


count minimum  from  between  $1 
million  and  $2  million  to  $250,000  in 
liquid  assets  for  new  clients.  Once 
regarded  as  a  bit  ossified  and  snob- 
bish, U.S.  Trust  is  today  aggressively 
marketing  to  a  younger  generation 
that  is  in  the  process  of  accumulating 


U.S.  Trust  Chairman  H.  Marshal!  Schwarz 

"Let's  stop  the  [takeover]  conversations.  We  are  not  interested." 


wealth  or  has  recently  acquired  it. 
And  why  not?  Old  wealth  was  once 
new  wealth  and  most  of  U.S.  Trust's 
old-family  clients  descend  from  some 
crusty  old  self-made  entrepreneur. 

Top  management  both  reflects  and 
symbolizes  this  140-year-old  institu- 
tion's lust  for  a  wider  clientele.  In  self- 
possession  and  polish,  Chief  Execu- 
tive H.  Marshall  Schwarz  and  Presi- 
dent Jeffrey  Maurer  are  quite  similar, 
but  they  come  from  very  different 
backgrounds.  Chief  Executive 
Schwarz,  57,  is  the  socialite  great- 
grandson  of  toy  store  founder  F.A.O. 
Schwarz.  Born  and  raised  on  Manhat- 
tan's elegant  Upper  East  Side, 
Schwarz  went  to  Milton  Academy, 
and  got  undergraduate  and  graduate 
degrees  from  Harvard,  which  his  fa- 
ther also  attended.  He's  right  at  home 
with  old-money  clients — people  with 
names  like  Rockefeller,  Astor,  Phelps. 

President  Jeffrey  Maurer  is  the 
grandson  of  Eastern  European  Jewish 
immigrants.  His  father,  an  accoun- 
tant, worked  to  support  the  family's 
house  in  Great  Neck,  N.Y.  Maurer, 
46,  went  to  public  schools  and  at- 
tended Alfred  University  as  a  premed 
student,  later  earning  business  and 
law  degrees — at  night. 

Like  Schwarz,  Maurer  dresses  the 
part  of  a  successful  banker,  but  there 
are  subtle  differences  of  the  sort  that 
novelist  Tom  Wolfe  would  notice. 
Well  dressed  in  an  understated  way, 
Schwarz  wears  Brooks  Brothers-type 
suits;  Maurer,  tastefully  but  a  wee  bit 
more  flamboyantly  clad,  was  recently 
wearing  a  designer  suit,  with  perfectly 
matching  maroon  striped  shirt,  pock- 
et square,  cufflinks,  braces  and  neck- 
tie. Some  people  who  might  find 
Schwarz  intimidating  could  be  put  at 
ease  by  Maurer  with  a  casual  reference 
to  his  background. 

The  fact  is  that  it  has  been  a  long 
time  since  U.S.  Trust  could  count  on 
word  of  mouth  and  inheritance  for  its 
clientele.  Despite  its  name,  U.S.  Trust 
is  not  a  bank  but  an  asset  management 
and  securities  processing  company 
with  over  $30  billion  under  manage- 
ment and  almost  $400  billion  under 
administration.  Its  clients  are,  like 
Maurer  and  Schwarz,  a  mix  of  new 
and  old  money.  The  characteristics 
they  share  are  wealth  and  the  services 
they  require:  investment  manage- 
ment, trust  services,  custody  and  es- 
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If  you  always  thought  that 
waiting  for  the  light  to  change 
was  a  rather  dull  experience, 
then  you've  never  been  behind 
the  wheel  of  a  Jeep@  Grand 
Cherokee  Limited. 

As  the  most  advanced  4x4 
we've  ever  built,  it  has  the  power 

OFFICIAL  SPONSOR  OF  THE  1994  MJLA 

U.S.  OLYMPIC  team  36  USC  380  Rxx  See  limited  warranties. 


to  transform  ordinary  driving 
experiences  into  extraordinary 
ones.  With  impressive  features 
like  the  Quadra-Trac®  all-the- 
time  four-wheel  drive  system, 

standard  four-wheel  anti- 
^|™»  lock  brakes,  and  the  only 
V8  available  in  its  class. 


For  more  information  about 
the  Jeep  Grand  Cherokee  Limited, 
please  call  1-800-JEEP-EAGLE.  Or 
visit  your  local  Jeep  and  Eagle 
dealer.  And  prepare  to  see  the  light. 


There's  Only  One  Jeep!..  Jeep. 

A  Division  of  the  Chrysler  Corporation. 


restrictions,  and  details  at  dealer.  Always  wear  your  seat  belt.       Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


You  want  the  truth?  Here  it  is.  NEC's  new  MultiSpm8  3X  CD-ROM  readers  are  the  best- 
performing  readers  on  the  market. 

We  were  the  first  to  introduce  double  speed.  And  now  we  improved  our  data  transfer  rate 
to  450  Kbytes/sec.  and  made  a  triple-speed  reader.  (Because  that's  what  you  wanted.)  We  also 
cut  our  access  time  to  less  than  200  milliseconds,  added  a  256-Kbyte  continuous-flow  cache,  SCSI  2 
interface  and  a  full  1 6-bit  SCSI  card. 


Which  means  you  can  get  your  information  three  times  faster  than  you  can  with  standard 
readers,  see  smoother  animation  and  video. 


Our  new  MultiSpin  CD-ROM  readers  are  not  only  fast  but  interactive,  with  stand-alone  audio 
controls  and  an  LCD  display  on  the  front  panel.  So  you  don't  have  to  rely  on  your  computer  to  tell 
you  what's  going  on  (or  not  going  on)  with  your  reader. 

They're  compatible  with  Macs  and  PCs,  as  well  as  Kodak  Multisession  Photo  CDs.  And,  they 
come  with  the  longest  commitment  in  the  industry- a  2-year  limited  warranty. 

For  more  information,  call  1-800-NEC-INFO.  Or  for  details  via  fax,  call  NEC  FastFacts"  at 
1-800-366-0476,  request  document  #23768.  We'll  answer  all  your  questions  about  CD-ROM.  And 
you'll  actually  get  to  have  an  honest  conversation  for  a  change. 


U.S.  Trust 


tate  planning.  Above  all,  top-notch, 
discreet  and  personalized  service. 

While  Schwarz  gives  seminars  for 
the  children  and  grandchildren  of 
wealthy  families,  Maurer  has  overseen 
U.S.  Trust's  aggressively  expanded 
sales  force.  In  1980  U.S.  Trust  had 
just  one  salesperson;  in  1990  it  had 
11.  Today  there  are  over  30,  who 
work  mostly  on  commission,  roaming 
the  country  for  new  prospects — the 
bigger  the  catch,  the  fatter  the  bonus. 

That  U.S.  Trust  is  widening  its  net 
shows  in  its  advertising.  You  wouldn't 
mistake  the  ads  for  Ralph  Lauren. 
There  are  no  polo  players,  no  weath- 
ered leather  or  handsome  widows  in 
their  estaters.  A  typical  print  ad  shows 
a  young  shirtsleeved  executive  work- 
ing from  his  coach  seat  on  an  airplane, 
with  blurbs  that  say,  "You  can't  work 
any  harder,  but  maybe  your  assets 
can."  U.S.  Trust  has  even  entered  die 
mutual  fund  fray  with  25  funds  with 
minimums  of  just  SI  ,000.  \t  present 
the  hinds  are  sold  rnostlv  to  current 


clients,  many  of  whom  are  saving  for 
retirement.  U.S.  Trust  is  also  manag- 
ing hinds  for  other  distributors.  Who 
knows?  Contented  shareholders 
might  make  future  trust  clients. 

"I  think  that  in  1980  our  typical 
customer  was  in  their  late  60s  and 
probably  female,"  says  Maurer  from 
his  1  lth-floor  perch  in  the  company's 
new  postmodern  headquarters  near 
New  York's  diamond  district.  "Today 
the  average  age  has  dropped  by  at 
least  ten  years." 

In  short,  while  it  does  not  contest 
the  mass  market  with  them,  U.S. 
Trust  is  today  in  hot  competition  for 
the  comers  and  the  recently  arrived, 
not  only  against  J. P.  Morgan  and 
New  York  City- based  Bessemer 
Trust,  but  also  against  Merrill  Lynch 
and  Fidelity  Investments. 

With  commercial  banks  hungering 
for  the  sort  of  fee  income  U.S.  Trust 
generates,  the  trust  company  would 
make  an  ideal  acquisition  candidate. 
Don't  bet  on  it  happening,  however. 


Although  its  market  capitalization  is 
only  $500  million  and  no  single  out- 
side holder  owns  more  than  9%  of  the 
shares,  U.S.  Trust  would  be  a  tough 
nut  to  swallow.  It  sells  at  2.3  times 
book  value  and  10.9  times  estimated 
1994  earnings  of  $4.80  per  share; 
most  banks  sell  at  1 .5  and  9.5,  respec- 
tively. Thus  a  takeover,  which  would 
have  to  be  at  a  premium,  would  be 
extremely  dilutive  for  an  acquirer. 
Making  U.S.  Trust  even  more  indi- 
gestible is  the  fact  that  an  unfriendly 
takeover  would  not  sit  well  with  the 
skittish  and  cautious  types  who  make 
up  the  bulk  of  U.S.  Trust's  clientele. 
Powerful  takeover  defenses. 

So,  relatively  secure  in  their  inde- 
pendence, Schwarz  and  Maurer  have 
used  their  premium-priced  stock  to 
expand  geographically.  Last  July  U.S. 
Trust  acquired  Portland,  Ore. -based 
Capital  Trust  Co.  for  stock  to  get  a 
beachhead  in  the  Pacific  Northwest. 
Through  this  and  other  smallish 
deals,  and  by  setting  up  new  opera- 
tions, U.S.  Trust  has  increased  its 
presence  in  the  nation's  wealth  pock- 
ets: Florida,  California,  Texas,  the 
Pacific  Northwest,  New  Jersey  and 
Connecticut.  Now  it  is  looking  for  an 
investment  management  firm  special- 
izing in  international  investing  and 
for  a  toehold  in  the  corridor  of  grow- 
ing wealth  stretching  from  Washing- 
ton to  Atlanta.  It  purposely  avoids  the 
Midwest,  where  it  feels  Northern 
Trust  and  Harris  Trust  already  have  a 
lock  on  the  type  of  customer  U.S. 
Trust  wants. 

To  anyone  who  might  cast  covet- 
ous eyes  on  U.S.  Trust's  prestige,  its 
rich  fee  income  and  its  sterling  client 
roster,  Chairman  Schwarz  has  a  blunt 
message:  "Our  franchise  is  not  for 
sale."  He  points  out  that  U.S.  Trust's 
return  on  equity  has  remained  at 
around  20%  since  the  mid-1980s — a 
level  only  a  few  big  banks  and  big 
companies  can  match.  Even  after  a 
payout  ratio  of  around  40%,  its  equity 
capital  doubles  every  six  years,  provid- 
ing plenty  of  capital  from  within  to 
grow  in  a  fertile  business  that  manage- 
ment well  understands.  "We  don't 
need  someone  else's  capital," 
Schwarz  says.  "Our  investment  per- 
formance is  good  and  our  earnings 
and  growth  prospects  are  strong.  So 
let's  stop  the  [takeover]  conversa- 
tions. We  are  not  interested."  B 
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Imagine 
a  control 
system  so 
smart  it 
squeezes  oil 
from  ice 
water. 


Wringing  the  final  drops  of  oil 
from  North  Sea  wells  over- 
whelms most  control  systems. 
When  a  special  oil  fractionation 
ship  was  launched  for  North  Sea 
duty,  AEG  was  on  board  with  the 
only  controller  that  could  sample 
critical  data  every  17  milli- 
seconds. AEG  provided  single- 
source  for  12  man/machine 
interface  devices,  two  high 
performance  Modicon  PLCs  with 
fiber  optic  remote  I/O  links,  co- 
processors, and  software  tied 
to  redundant  computers  over  a 
high-speed  network.  But  the  real 
difference  was  connectivity. . . 
because  AEG  has  the  fastest, 
most  flexible  communications 
anywhere-even  the  North  Sea. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 


Emerging  hopes  for  the  Russian  and  Eastern  European 
economies  may  be  dashed  unless  Ukraine  can 
straighten  out  its  economic  mess. 

Powder  keg 


BY  STEVE  H.  HANKE  &  SIR  ALAN  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  at  The  Johns  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Corp.  in  Washington,  D.C. 


Forbes'  Dec.  20, 1993  issue  carried  a 
feature  titled  "Go  east,  young  man11 
reporting  on  the  trickle  of  Western 
investment  funds  into  Russia.  Maybe 
there  are  good  investments  available 
in  Russia,  but  it  is  well  to  remember 
that  massive  amounts  of  flight  capital 
continue  to  flow  out  of  the  country. 
Perhaps  the  Russians  on  the  spot 
know  a  thing  or  two  about  the  risks  of 
investing  there. 

We  advise  readers  to  go  east  only 
with  extreme  caution.  A  Russian- 
Ukrainian  powder  keg  threatens  to 
explode,  which  could  have  adverse 
consequences  for  the  former  Soviet 
Union,  as  well  as  for  Eastern  Europe. 

Since  Peter  the  Great,  Ukraine  has 
been  controlled  by  the  Russians,  and 
Yeltsin's  Russia,  like  all  its  predeces- 
sors, has  designs  on  reclaiming  what  it 
considers  its  traditional  rights. 

Russian  meddling  has  already  re- 
duced Georgia  again  to  the  role  of  a 
vassal  state.  The  same  thing  could 
happen  to  Ukraine's  fertile  farmland, 
good  ports  and  52  million  people. 
Why?  Because  of  Ukraine's  economic 
mess.  Since  the  Soviet  Union  dis- 
solved in  December  199  i .  the  nation- 
alist Ukrainian  government  has  spent 
most  of  its  time  arm-wrc  ling  with 
Russia  over  the  Black  Sea  fleet  and 


the  Crimea,  or  blackmailing  the  U.S. 
in  a  foreign-aid-for-denuclearization 
deal.  Engrossed  in  those  scuffles,  the 
government  has  neglected  economic 
transformation. 

Ukrainian  economic  mismanage- 
ment has  been  so  severe  that  the 
economy  is  on  the  verge  of  collapse. 
To  finance  moneylosing  state-owned 
enterprises  and  meet  its  payroll,  the 
government  has  simply  ordered  its 
central  bank  to  print  money.  Inevita- 
bly, hyperinflation  has  surged,  so 
that  it  now  stands  at  100%  a  month — 
five  times  the  level  in  Russia.  Since 
mid-August  the  currency,  the  karbo- 
vanets,  has  depreciated  from  6,000 
per  dollar  to  more  than  31,000  per 
dollar.  Inflation  is  a  fatal  disease.  If 
not  checked,  it  destroys  a  society  and 
paves  the  way  for  revolution.  Revolu- 
tion invites  foreign  interference. 
Russia  is  ready. 

Hyperinflation  of  the  sort  Ukraine 
now  suffers  contains  the  seeds  of  its 
own  destruction.  It  eventually  leads 
to  nearly  complete  replacement  of  the 
domestic  currency  by  substitutes,  par- 
ticularly foreign  currency.  When  that 
happens,  the  part  of  the  economy 
dependent  on  inflationary  subsidies 
collapses,  dragging  down  much  of  the 
rest  of  the  economy  with  it. 

If  the  Ukrainian  central  bank  con- 
tinues its  current  monetaiy  policy,  the 
Ukrainian  economy  will  probably  suf- 
fer such  a  collapse  by  next  spring.  As 
collapse  draws  closer,  more  and  more 
Ukrainians  will  look  toward  reunifica- 
tion with  Russia  as  the  solution.  Re- 
unification already  has  many  support- 
ers among  the  ethnic  Russians,  who 
are  22%  of  Ukraine's  population. 

The  continuing  economic  crisis  will 
prevent  Ukraine  from  resisting  Rus- 
sian pressures.  Indeed,  Ukraine  will 
be  wide  open  to  Russian  military 
occupation  such  as  is  occurring  in 
Georgia,  Moldova  and  Tajikistan.  If 


that  happens,  no  other  former  Soviet 
republic  will  be  safely  independent. 
Hungary,  Poland,  Slovakia  and  Ro- 
mania, which  border  on  Ukraine,  will 
also  experience  increasing  pressure 
from  Russia. 

In  all  of  Central  Europe  and  the 
former  Soviet  Union,  Ukraine  is  the 
only  powerful  balancing  force  to  the 
military  might  of  Russia.  It  is  impor- 
tant for  the  whole  region  that  Ukraine 
overcome  its  economic  crisis  and  be 
able  to  survive  independent  of  Russia. 

To  insure  its  independence  and  en- 
hance regional  stability,  Ukraine 
needs  to  establish  a  sound,  convert- 
ible currency.  That  will  require  the 
government  to  abolish  the  central 
bank  and  install  a  currency  board,  a 
monetary  institution  that  would  link 
the  Ukrainian  currency  to  the  U.S. 
dollar  by  means  of  a  fixed  exchange 
rate  and  100%  dollar  reserves  for 
Ukrainian  currency  in  circulation. 
This  idea  just  might  fly.  Indeed,  Presi- 
dent Leonid  Kravchuk  warmed  to  the 
suggestion  in  October  1991,  when 
one  of  us  (Hanke )  presented  it  to  him. 

Now  that  the  International  Mone- 
tary Fund  has  finally  jumped  on  the 
currency  board  train,  that  type  of 
system  could  be  established  immedi- 
ately with  an  IMF  loan.  The  IMF  esti- 
mates that  a  Ukrainian  currency 
board  would  need  about  $  1  billion  in 
initial  reserves,  which  the  IMF  could 
easily  lend.  As  hyperinflation  ended, 
the  demand  for  Ukrainian  currency 
would  increase  quickly,  as  would  dol- 
lar reserves  for  the  currency.  A  similar 
thing  occurred  in  Estonia,  when,  on 
advice  from  one  of  us  (Hanke),  it 
established  a  successful  currency- 
board-like  monetary  system  in  June 
1992.  The  Ukrainian  currency  board 
would  earn  interest  from  its  dollar 
reserves  by  investing  them  in  such  safe 
assets  as  U.S.  Treasury  bills.  The  in- 
terest would  facilitate  the  repayment 
of  the  IMF  loan. 

In  March  1993  officials  of  Boris 
Yeltsin's  government  told  leaders  in 
Eastern  Europe  not  to  bother  build- 
ing large  embassies  in  Kiev  because 
within  18  months  they  will  be  down- 
graded to  consular  sections.  Eighteen 
months  from  March  1993  means  De- 
cember 1994.  Ukraine  hasn't  much 
time  left  for  putting  its  economy  in 
order  if  it  is  to  avoid  collapsing  into 
Russia's  outstretched  arms.  ■■ 
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Availability  is  critical  to  operators 
of  transit  systems.  That's  why 
AEG  Transportation  Systems 
is  a  world  leader  in  mass  transit 
and  people  mover  technology. 
But  what  happens  when  there's 
a  problem?  With  AEG's  Inte- 
grated Central  Control  System, 
help  is  a  phone  call  away.  We 
developed  software  that  allows 
our  engineers  in  Pittsburgh  to 
monitor  real-time  events  on  rail 
systems  anywhere  in  the  world. 
We  see  everything  the  operator 
sees-and  respond  with  a 
solution  on  the  spot.  And  that 
gets  people  to  their  spot  faster 
than  ever. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 


Boston's  State  Street  was  well  ahead  of  the  banking  crowd  in  moving 
from  traditional  lending  into  fee-earning  activities.  Now  the  crowd 
has  caught  on,  but  State  Street  has  a  tough  leader  to  defend  its  turf. 

Getting  there  first 
with  the  most 


By  Paul  Gibson 

Son  and  grandson  of  Army  generals 
and  educated  at  West  Point,  Marshall 
Carter  joined  the  Marine  Corps  in 
1962  and  served  two  combat  tours  in 
Vietnam.  As  an  infantry  captain  he  led 
a  daring  and  successful  raid  on  a  Viet 
Cong  hamlet  south  of  Da  Nang;  it 
earned  him  a  Navy  Cross. 


As  chairman  of  State  Street  Boston 
Corp.,  Carter,  now  53,  is  a  no  less 
formidable  fighter. 

State  Street  is  the  holding  company 
for  the  $18  billion  (assets)  State  Street 
Bank  &  Trust  Co.  Carter  inherited  a 
successful  strategy  from  his  predeces- 
sor, William  Edgerly,  who  decided  in 


the  1970s  that  State  Street  would 
survive  banking's  inevitable  shakeout 
by  downplaying  moneylending  and 
getting  into  the  information  business. 

Edgerly  foresaw  that  margins 
would  erode  in  the  lending  business 
and  that  a  successful  bank  would  be 
one  that  could  provide  services  and 


Li 


State  Street 
Chairman 
Marshall  Carter 
"Now  we  have 
to  do  something 
different." 
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ea 

microchip  so 
sophisticated 
it  controls 
human 
movement 
like  it's 
child's  play. 


Giving  a  child's  artificial  hand 
lifelike  movement  is  extremely 
difficult,  because  it's  complex  to 
pack  enough  control  electronics 
into  the  tiny  size.  Siliconix,  a 
Member  of  AEG's  Microelectron- 
ics Group,  TEMIC,  helps  make 
child's  play  possible  with  dense- 
cell  power  semiconductors  in 
small-outline,  surface-mount 
packaging.  Our  technology  ena- 
bles movements  to  be  activated 
by  an  advanced  myoelectric 
control  system  with  electrodes 
that  pick  up  low-amplitude  AC 
voltage  waveforms  generated 
on  the  surface  of  the  skin.  The 
advantages  of  power  MOSFETs 
from  AEG  are  efficiency,  weight 
and  size-just  the  combination 
for  helping  tiny  hands  build 
big  dreams. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 

AEG 

Member  of  the  Daimler-Benz  Group 


State  Street 


information  to  others  for  fees.  Every- 
one knows  that  now.  Twenty  years 
ago  few  bankers  were  acting  upon  it. 

Edgerly  spent  at  a  formidable  rate 
for  computers  and  data  processing 
power.  Today,  from  bases  in  subur- 
ban Quincy  and  Westborough,  Mass., 
State  Street's  computers  track  and 
value  huge  chunks  of  the  publicly 
traded  assets — here  and  abroad- 
owned  through  pension  plans,  and 
nearly  40%  of  all  the  money  allotted  to 
mutual  funds. 

State  Street  has  $1.5  trillion  in  as- 
sets under  custody,  a  tenfold  increase 
in  a  decade;  this  is  believed  to  be  the 
largest  pile  of  custodial  assets  under 
one  roof  in  the  U.S.  In  addition,  State 
Street  manages  $133  billion  for  pen- 
sion account  clients  and  individuals, 
up  from  around  $10  billion  a  decade 
ago.  Mostly  this  money  is  in  indexed 
funds,  where  State  Street  ranks  third 
behind  Wells  Fargo  Nikko  and  Bank- 
ers Trust  in  domestic  indexing  but 
ahead  of  both  in  foreign  indexing. 

Fee  business  earned  by  keeping 
track  of  all  these  investments,  by  mon- 
ey management  and  by  performing 
such  mundane  tasks  as  settling  and 
delivering    securities,    account  for 


around  70%  of  State  Street's  total 
profits,  expected  to  be  over  $170 
million  ($2.30  a  share)  this  year. 

Edgerly  handed  Carter  an  institu- 
tion that  bore  little  relationship  to  the 
traditional  bank.  Today  State  Street 
has  just  $2.5  billion  in  loans  on  the 
books,  less  than  12%  of  the  bank's 
total  assets.  At  most  banks,  the  ratio  is 


"I'd  rather  be  sitting 
at  a  trillion  five 
of  custody  when 
the  compression 
starts  than 
at  $600  billion." 


well  over  50%. 

The  strategy  has  worked  beautiful- 
ly. For  the  past  decade  State  Street's 
earnings  and  dividends  have  com- 
pounded at  15%  or  more  annually. 
And  the  average  annual  return  on 
equity  has  been  18%. 

Carter  has  no  intention  of  changing 
the  strategy.  But  he  recognizes  that  he 
will  have  to  use  somewhat  different 
tactics  in  the  future  to  implement  it. 
"We  have  strategic  focus  for  the  next 


two  to  three  years,"  he  says,  "but  I 
don't  know  what  will  be  the  products 
three  years  out.  Custody  and  mutual 
fund  accounting  tend  to  be  at  the 
mature  stage  of  the  life  cycle,  so  now 
we  have  to  do  something  different. 
Our  challenge  is  to  do  in  the  1990s 
what  we  did  in  the  1980s,  when  we 
quadrupled  income." 

Margins  for  custodial  services  be- 
gan slipping  after  the  1987  stock  mar- 
ket crash  and  are  now  tumbling.  Re- 
acting quickly  to  the  challenges,  State 
Street  dropped  its  custody  fees  20%  to 
50%  to  bag  key  new  custodial  ac- 
counts such  as  the  state  of  Hawaii,  the 
Kanton  Zurich  Pension  Fund  (one  of 
Switzerland's  largest)  and  the  Teach- 
ers' Retirement  System  of  New  York. 
Carter's  biggest  coup:  In  1991  he 
wrested  California  Public  Employees 
Retirement  Fund,  a  $65  billion  ac- 
count, from  archrival  Boston  Safe  De- 
posit &  Trust. 

But  now,  with  State  Street  having 
25%  of  the  mature  master  trust,  pen- 
sion fund  and  mutual  fund  markets, 
further  increases  will  be  difficult  to 
achieve — especially  as  more  commer- 
cial banks  and  investment  banks  enter 
the  business.  So  basically  State  Street 


stockholders 

downs 


Where  is  it  all  poinp? 


is  in  a  defensive  mode  on  custodian- 
ship. For  new  business  Carter  and  his 
aides  are  looking  to  new  products  and 
advanced  technology.  The  company 
is  beginning  to  link  its  huge  databases 
directly  into  its  clients'  computers, 
thus  creating  an  interactive  global 
reporting  and  monitoring  system, 
called  Global  Horizon,  for  securities 
traded  by  State  Street's  pension  and 
mutual  hind  clients. 

Suppose  you're  a  pension  fund 
trustee  who  wants  to  know  what  per- 
centage of  your  fund's  assets  are  in- 
vested today  in  Asian  stocks,  how 
much  they've  appreciated  in  dollar 
terms,  and  whether  the  dividends  are 
available  for  reinvesting.  And  you 
want  the  answer  now.  With  only  a  few 
swipes  at  your  State  Street  Global 
Horizon  keyboard  you've  got  the 
answer. 

Will  clients  pay  for  such  service? 
Marshall  Carter  believes  they  will,  and 
that  State  Street  will  pick  up  business 
for  complex,  on-line  information  by 
outflanking  investment  advisers 
whose  computers  are  no  match  for 
his.  "'Money  managers  can't  tell  their 
clients  they'll  get  the  information  sev- 
en days  after  the  month  ends  when 


the  clients  are  fretting  over  the  latest 
news  flash  from  Bosnia  or  Russia," 
says  Carter. 

Will  Carter  and  his  team  be  able  to 
develop  new  products  fast  enough  to 
replace  the  older  ones  that  have  be- 
come more  like  commodities?  That 
will  be  the  real  challenge.  State  Street 
is  not  the  only  bank  that  has  been 


State  Street 
dropped  its  custody 
fees  20%  to  50% 
to  bag  key 
new  custodial 
accounts. 

spending  on  computers.  Rivals  Bank- 
ers Trust  and  Northern  Trust  Co.  are 
expected  soon  to  unveil  their  own 
powerful  multicurrency  securities 
processing  systems. 

Carter's  reaction  to  the  threats 
from  the  competition  recalls  the  old 
military  adage  about  victory  going  to 
the  general  who  gets  there  fastest  with 
the  mostest.  Says  he  of  the  competi- 
tive struggle  for  custodian  accounts: 
"I'd  rather  be  sitting  at  a  trillion  five 


of  custody  when  the  compression 
starts  than  at  $600  billion,  because  I 
now  have  2xh  times  the  customer  base 
to  cross-sell  my  other  products." 

Not  entirely  reassured,  last  spring 
Wall  Street  gave  State  Street  shares  a 
hammering,  dropping  its  stock  from 
43  to  29  in  a  single  week  after  learning 
that  spending  on  computers  was  ris- 
ing faster  than  revenues  at  the  bank. 
Carter  didn't  blink.  He  immediately 
announced  plans  to  buy  back  2  mil- 
lion shares  of  State  Street's  76  million 
shares  and  raised  the  annual  dividend 
rate  from  45  cents  to  52  cents.  The 
stock  has  bounced  back  to  37,  at 
which  price  its  P/E  ratio  (16)  and 
price-to-book  ratio  (2.2)  are  above 
those  for  the  typical  bank  stock. 

In  1979,  when  Marshall  Carter  de- 
cided he  wanted  to  become  a  banker, 
potential  employers  weren't  interest- 
ed in  a  greenhorn  already  into  middle 
age.  He  says  that  80  firms  turned  him 
down  before  Chase  Manhattan  hired 
him.  He  rose  rapidly  to  head  Chase's 
global  custody  operation  and  in  three 
years  doubled  volume  and  profits  be- 
fore leaving,  in  1991,  for  State  Street. 
On  the  record,  it  would  be  wisest  not 
to  bet  against  Carter.  9R 


Besides  on  your  shoulders. 

Today,  senior  managers  face  heavy  responsibilities.  Stanford  University  can  lighten  the  burden. 
Our  Business  School  Executive  Education  programs  offer  you  fundamental  yet  powerful 
management  principles  based  on  extensive  primary  research.  So  you're  better  equipped  to 
lead  your  company  now  and  in  the  future.  No  matter  what  you  have  to  shoulder. 

Call  415-723-3341,  Department  D,  or  Fax  415-723-3950. 


STANFORD 
BUSINESS  SCHOOL 

Executive  Education 


Whiie  Disney's  theme  park  flops  in  France,  a  bunch 
of  Danes  are  planning  to  invade  Disney's  home  turf. 


Babes  in 
Toyland? 


By  Richard  C.  Morais 

Does  California  need  yet  another 
theme  park?  Can  a  little-known  Dan- 
ish company  take  on  Disney  in  Dis- 
ney's own  backyard?  Last  month 
Lego  Group,  based  in  Billund  (pop. 
8,000),  announced  it  will  spend  $100 
million  building  a  park  in  Carlsbad,  a 
suburb  of  San  Diego.  The  Danish 
toymakers  hope  at  least  1.8  million 


visitors  a  year  will  spend  $15  a  head  to 
see  things  like  Mount  Rushmore  built 
out  of  plastic  Lego  pieces. 

Another  arrogant  European  com- 
pany heading  for  a  humiliating  lesson 
in  the  U.S.?  Maybe  not.  Lego  has 
carefully  thought  out  the  project  and 
is  concentrating  on  a  narrow  market: 
kids  3  to  13  and  their  parents. 


Lego's  Christian 
Majgaard  in  the 
Billund  Legoland 
theme  park  with 
Mount  Rushmore 
and  the  Statue  of 
Liberty  made  of  the 
toy  pieces 
Oases  of  tran- 
quility coming  to 
California. 


"We're  not  afraid  of  California's 
competitive  environment  because  we 
are  so  focused,"  says  Lego  Executive 
Vice  President  Christian  Majgaard. 
"We'll  make  small  parks  for  young 
children  and  their  families.  We  don't 
want  teenagers.  No  drinking  and 
dancing.  We'll  close  at  8  o'clock." 

The  idea  is  to  create  oases  of  tran- 
quility for  children  in  an  increasingly 
rowdy  and  violent  society.  The  Cali- 
fornia facility  will  include  a  "pram 
park"  for  the  stressed-out  parent. 
Only  adults  with  a  pram  will  be  al- 
lowed to  stroll  or  sit  in  a  flower-filled 
sanctuary  supervised  by  a  duty  nurse. 

To  understand  the  offbeat  thinking 
behind  these  ventures,  it  pays  to  sit 
down  with  these  intensely  practical 
Danes  to  a  lunch  of  fried  blood  sau- 
sages smothered  in  sugared  cinnamon 
and  apple  sauce.  These  businessmen 
do  not  subscribe  to  the  latest  theo- 
ries— not  in  their  eating  habits,  not  in 
their   business.   With    its  building 
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blocks,  Logo  Group  has  religiously 
focused  on  a  single,  simple  product 
for  44  years,  continually  growing  in 
an  industry  that  manically  hops  from 
fad  to  fad  and  is  riddled  with  knockoff 
artists.  With  estimated  annual  reve- 
nues over  $2  billion,  Lego  ranks  fifth 
in  the  world  toy  industy. 

Privately  owned  by  Billund's  Kris- 
tiansen  family,  Lego  Group  is  one  of 
the  most  successful  toy  companies  in 
the  world.  Recession?  Retail  sales  of 
the  little  interlocking  bricks  grew  14% 
in  1991  and  8%  in  1992. 

Lego  is  already  in  the  theme  park 
business  in  a  small  way.  The  prototype 
for  the  Carlsbad  theme  park  is  Bil- 
lund's  25-acre  Legoland,  deep  in 
Denmark's  interior,  opened  by  the 
company  in  1968.  Geared  to  the  3 -to 
13-year-old  audience,  Legoland  is  a 
park  of  kiddie  rides  and  strolls 
through  Lego  landscapes  of  the 
American  Wild  West,  European  capi- 
tals, a  pirate  ship.  On  a  miniature 


driving  course,  kids  earnestly  follow 
the  rules  of  the  road  so  they  can  earn  a 
Legoland  driving  license.  Schools  can 
teach  engineering  and  physics  with 
Lego  robots.  And  when  kids  tire  of 
the  organized  events,  they  can  always 
play  a  while  at  the  boxes  of  Lego  set 
up  in  every  corner  of  the  park. 

Whereas  Euro  Disneyland  cost  over 
$4  billion,  Lego  will  spend  just  $100 
million  on  each  Legoland  park. 

Hokey?  The  Billund  park,  made  of 
45  million  Lego  pieces,  has  1 .29  mil- 
lion annual  visitors  and  is  Denmark's 
largest  tourist  attraction  outside  Co- 
penhagen. Three  years  ago  Chief  Ex- 
ecutive Kjeld  Kirk  Kristiansen  decided 
to  export  the  successful  park.  Chris- 
tian Majgaard  was  put  in  charge  and 
spent  some  $2  million  researching 
theme  parks  the  world  over.  The  re- 
search told  Lego  that  it  had  a  poten- 
tial winner. 

A  $105  million  Lego  park  will  open 
in   Windsor,   outside   London,  in 


1996;  Carlsbad  will  open  in  1999.  A 
third  park,  probably  on  the  U.S.  East 
Coast,  will  be  announced  in  1997. 

Lego's  contrast  with  Hollywood's 
free-spending  ways  couldn't  be  sharp- 
er. Top  executives  work  out  of  mod- 
est offices  in  a  low-slung  concrete 
bunkhouse;  from  basic  steel  hangars 
in  frozen  fields  skeleton  staffs  operate 
mechanized  production  plants  24 
hours  a  day.  But  the  company  doesn't 
stint  on  marketing.  When  an  overseas 
visitor  arrives  late  at  night  at  the  Lego 
hotel,  a  Lego  executive  calls  to  make 
sure  he  is  comfortable.  The  next  day 
the  visitor's  national  flag  is  snapping 
from  a  corporate  flagpole;  inside,  a 
bulletin  board,  like  those  used  in  ho- 
tels during  conventions,  announces 
his  arrival  to  the  entire  company.  Only 
the  most  churlish  customer  could  re- 
sist such  stroking. 

The  company  has  a  Lutheran  loath- 
ing of  debt,  and  will  finance  its  theme 
parks  with  internally  generated  cash. 
Majgaard  says  he'll  be  happy  for  re- 
turns that  mimic  "passive  investments 
in  paper."  Why  such  modest  profit 
goals?  The  answer  is  that  Lego  execu- 
tives also  expect  a  (nontaxable)  non- 
financial  return.  "The  park  is  a  won- 
derful way  to  speak  to  our  consumers 
about  our  product  ideas,"  says  Maj- 
gaard. "We  pay  for  the  risk  of  invest- 
ing in  parks  through  synergy." 

According  to  the  company,  75%  of 
young  U.S.  families  own  some  Lego 
toys.  That  kind  of  market  penetration 
would  delight  most  managements, 
but  the  thrifty  Danes  want  more.  In 
Europe  the  rate  is  closer  to  90%,  and 
the  average  child  there  buys  more 
than  15  boxes  of  Lego  during  his  pre- 
teens.  Majgaard  is  hoping  that  when 
American  children  see  a  life-size  Lego 
dragon  or  Statue  of  Liberty  in  the 
park,  they'll  be  inspired  to  become 
more  ambitious  with  their  own  build- 
ing. And  that  requires  buying  a  few 
more  boxes. 

Has  Lego  learned  anything  from 
Disney's  disaster  in  France?  Naturally. 
"The  worst  thing  is  to  plan  for  a  year- 
round  market  and  then  realize  it's  a 
seasonal  business,"  says  Majgaard. 
"That  is  exactly  what  happened  to 
Disney  in  Paris."  He  explains  that 
with  its  huge  investment  Disney  must 
stay  open  all  year  round.  The  modest 
Lego  parks  will  simply  close  down 
when  the  icy  winds  blow.  SB 
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lghness  off-road.  Either  way,  its 
iependent  front  suspension 
julates  you  from  the  shocks  of 
e  road. 

aturally,  traditional  truck 
rengths  are  still  very  much  in 
'idence.  Power.  Towing.  Hauling, 
irgo  capacity.  A  new  2.2-liter 


powerplant  is  standard,  and  two  with  the  4.3-liter  Vortec  V6. 

4.3-liter  V6s  are  available,  including  (You  may,  indeed,  need  two 

the  Enhanced  V6.  a  beast  that  can  vehicles.  So  get  the  truck  that  offers 

make  Sonoma  the  most  powerful  it  all:  the  new  Sonoma.  To  learn 


pickup  in  its  class. 
[Sonoma  also  features  rear-wheel 
anti-lock  braking  with  the 


more,  call  1-800-GMC-TRUCK. 
OFFICIAL  SPOIiiSOnQ^Z 

©  1993  GM  Corp.  All  Rights  Reserved',  [jy]  fft 
Buckle  up.  America!  L_  


2  2-liter  engine,  four-wheel  ABS  r 

6  GM.  GMC.  GMC  Truck  and  Sonoma  are  registered  trademarks  of  General  Motors  Corporation. 
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Air  Canada  had  brand  recognition  that  was  to  die  for, 
and  that  was  a  problem. 

Ah,  Canada 


Quick,  what  markings  does  an  Air 
Canada  airplane  carry?  Mosi  people 
even  remotely  familiar  with  the  coun- 
try can  tell  you  instantly  that  the 
planes  arc  w  hite  with  bright  red  letter 
ingand  a  big  red  maple  leaf  on  the  tail. 

Other  airlines  would  kill  for  that 
kind  of  instant  brand  recognition,  but 
for  Air  Canada  the  strong  image  is  a 
real  problem.  That's  because  close  to 
eight  out  of  ev  ery  ten  Canadians  will 
assure  you  that  those  markings  repre- 
sent Canada's  government  owned 
Hag  carrier.  Grimaces  Jean- Jacques 
Bourgeault,  Air  Canada's  chief  oper 
ating  officer:  "Canadians  think  of 
their  government  as  stodgy,  bureau 
cratic  and  dull."  Indeed,  a  recent 
survey  found  t  hat  49%  of  Canadians 
profess  themselves  "v  ery  dissatisfied" 
w  ith  their  government—  tops  in  a  poll 
of  citizens  of  16  developed  nations. 
Second  place:  Italy. 

The  association  with  the  bureau 
cracy  would  be  bad  enough  if  Air 
Canada  really  were  state  ow  ned.  But 
it  isn't.  In  L988  Ottawa  privatized  the 
carrier.  Today  it's  as  private  as  Amen 
can  Airlines  or  United. 

Locked  in  a  nasty  battle  lor  market 
share  with  rival  Canadian  Airlines  In 
ternational,  Air  Canada  decided  it  had 
better  do  something  to  sever  its  per- 
ceived ties  to  government.  Eighteen 
months  ago  the  carrier  hired  the  U.S. 
design  linn  of  Diefenbach  Elkins  to 
come  up  with  a  strategy  for  a  new 
corporate  identity  that  would  get  the 
government  moose  off  its  back  once- 


Air  Canada's  new  paint  job 

Severing  perceived  government  ties? 


and  for  all.  Air  Canada  still  wanted  to 
come  across  as  the  country's  Hag  carri- 
er, but  one  untarred  by  association 
with  the  bureaucracy.  Before  it  could 
start  picking  color  schemes  and  doo- 
dling, Diefenbach  Elkins  had  to  fig- 
ure out  w  hat  Canada  really  is — or  at 
least  what  Canadians  think  it  is. 

So  $120,000  later,  Diefenbach  El- 
kins reached  the  unsurprising  conclu- 
sion that  Canadians  adore  Canada, 
but  detest  its  politicians.  Canadians 
tend  to  attribute  a  host  ofhearth-and- 
home  values  to  themselves  and  their 
country:  compassion,  friendliness,  a 
progressive  outlook  and  a  law-abid- 
ing nature.  So  the  design  firm  figured 
it  should  play  up  the  ( 'anadian-ness  of 
the  airline  while  scotching  the  gov- 
ernment part — and  ignoring  alto- 
gether the  deep  rift  between  English 
and  French-speaking  Canadians. 

Diefenbach  Elkins  recommended 
that  Air  Canada  portray  the  country  it 
serves  as  a  modern  melting  pot — a 


kind  of  innocent  America,  as  yet  un- 
tainted by  ethnic  tensions  and  urban 
blight.  Air  Canada's  ad  agency,  Mar- 
keted, is  trying  to  create  this  image  in  a 
current  television  commercial  that 
depicts  Canada  as  a  diverse  nation  of 
Indians,  Creeks,  Chinese  and  other 
immigrant  groups,  all  of  which  happi- 
ly coexist. 

There's  some  truth  to  that  image: 
In  the  past  20-odd  years  Canadians  of 
British  origin  have  fallen  to  around 
20%  of  the  population,  from  45%, 
while  French  Canadians  have 
dropped  to  around  23%,  from  29%. 
Canadians  of  non-European  back- 
grounds have  swelled  to  close  to  40% 
of  the  population,  from  2%. 

On  Dec.  1  came  the  big  rollout  of 
Diefenbach  Elkins'  new  paint  job  for 
Air  Canada's  103-plane  fleet.  After 
much  anguish,  Diefenbach  Elkins  de- 
cided to  keep  the  ubiquitous  maple 
leaf,  which  adorns  just  about  every- 
thing in  Canada.  But  it  rendered  it  in  a 
more  natural  earthy  red  on  a  new 
evergreen  tail — the  thinking  being 
that  the  stark  red-on-white  contrast 
smacked  more  of  big  government. 
The  new  $22  million  paint  job  retains 
the  vibrant  red  lettering,  but  the  over- 
all effect  still  makes  the  new  planes 
look  a  lot  less  like  flying  Mounties. 

Diefenbach  Elkins  charged  Air 
Canada  a  total  of  $800,000  for  its 
efforts.  Will  the  makeover  help?  Prob- 
ably not  in  the  short  run.  The  compa- 
ny's current  program  of  cutting  ca- 
pacity and  raising  $180  million 
through  a  new  equity  offering  will  do 
a  lot  more  to  shore  up  Air  Canada's 
income  statement  and  balance  sheet. 
On  the  other  hand.  Air  Canada  had  an 
operating  loss  of  $180  million  (after 
taxes)  in  1992  but  only  $48  million  in 
the  first  nine  months  of  1993.  If  the 
losses  keep  going  in  the  right  direc- 
tion, why  not  credit  the  new  image? 
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Trust  Company  of 
the  West  and  the 
other  members  of 
the  TCW  group 
offer  expertise  in 
30  different  invest- 
ment areas. 

Th  is  allows  our 
clients  to  allocate 
assets  among  a 
variety  of  invest- 
ment disciplines, 
including  6  equity 
and  7  fixed  income 
alternatives,  one  of 
which  would  rank 


in  the  1st  percentile 
for  1,  3,  and  5  years 
in  the  Russell  universe  of  over 
3,000  fixed  income  funds. 


Is  your  equity  manager  significantly 
outperforming  the  S&P  500? 
TCW's  Concentrated  Core 
strategy  is. 

Is  your  fixed  income  manager 
significantly  outperforming  the 
Salomon  Bros.  Broad  Index? 
TCW's  High  Grade  Fixed  Income 
strategy  is. 

Is  your  equity  manager  significantly 
outperforming  the  NASDAQ  Index? 
TCW's  Earnings  Momentum 
strategy  is. 

Is  your  fixed  income  manager 
significantly  outperforming  the 
Lehman  Bros.  Mortgage-Backed 
Securities  Index?  TCW's  Mortgage- 
Backed  Securities  strategy  is. 


It's  an  investment 
record  li  ke  th  i  s 
that  has  enabled 
us  to  grow  assets 
under  management 
from  $8  million  to 
$40  bill  ion  in  the 
last  21  years. 

To  obtain  more 
information  on 
Private  CI  lent 
Services  for  indi- 
viduals, family 
trusts,  foundations 
and  other  eleemosy- 
nary institutions 
wi  th  assets  of  $5 
million  or  more, 
please  contact  Jeffrey  V.  Peterson, 
at  (213) 244-0500. 


TCW 


Trust  Company  of  the  West 
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LOS  ANGELES       (213)  244-0000       NEW  YORK       (212)  297-4000 


How'd  you  like  to  get  paid  to  hear  an  ad  every  time  you 
make  a  phone  call?  Meet  Seattle's  Harry  Hart  III. 

Dialing  for  $$$ 


"And  now,  a  word  from  our 
sponsor." 

You  expect  those  words  when 
you're  watching  Jay  Leno.  But  when 
you're  calling  your  Aunt  Gertrude  on 
the  phone?  Don't  laugh.  Harry  Hart 
III  figures  there  are  a  lot  of  people  out 
there  who'll  go  for  it. 

Hart  is  the  inventor  of  something 
called  FreeFone  Information  Net- 
work, a  new  service  he's  testing  in  the 
Seattle  area.  It  lets  advertisers  alert 
subscribers  to  a  variety  of  ad  messages 
they  can  receive  through  the  phone 
before  the  call  they've  dialed  goes 
through.  After  a  five-second  spiel 
identifying  the  advertiser,  callers  can 


choose  among  various  other  op- 
tions— from  a  simple  60-second  com- 
mercial to  free  coupon  offers  or  a 
direct  transfer  to  the  sponsoring  com- 
pany. Or  they  can  bypass  the  addi- 
tional information,  and  the  call  goes 
through  as  originally  dialed.  Sub- 
scribers get  15  cents  per  call  either 
way,  and  they  have  been  banking  an 
average  of  $18  a  month  in  Hart's  test. 

Here's  how  it  works.  FreeFone  is 
strictly  a  sign-up,  voluntary  deal.  You 
first  have  to  answer  a  detailed  personal 
questionnaire  on  who  you  are  and 
what  you  buy.  There's  a  one-time  fee 
of  $24.95  to  subscribe.  Advertisers 
then  select  only  the  specific  individ- 


uals they  want  to  reach. 

Each  FreeFone  member  gets  a  per- 
sonal code  to  punch  in  before  dialing 
a  normal  local  call.  The  code  routes 
callers  through  FreeFone's  computer, 
which  identifies  them  through  the 
local  phone  company's  standard  caller 
id  service  and  figures  out  whether 
they're  candidates  for  a  particular  ad- 
vertising pitch.  The  computers  can 
dish  up  audiences  in  amazingly  thin 
slices.  In  the  case  of  Seattle's  Bon 
Marche  department  store,  only  callers 
who  already  have  a  Bon  Marche  credit 
card  but  haven't  used  it  in  the  past  six 
months  would  get  the  store's  ads.  For 
a  local  Ford  dealership,  only  callers 
who  have  just  placed  a  call  to  a  rival  car 
dealership  in  the  area  qualify. 

Why  would  any  caller  in  his  or  her 
right  mind  do  this?  The  money  is  part 
of  it,  but  the  ads  are  so  specifically 
targeted,  Hart  says,  that  there's  a  fair 
chance  the  caller  will  want  to  know 
more  about  what's  offered.  Why  not 
hear  what's  offered  by  a  car  dealer  if 
you're  in  the  market  for  a  car?  A  lot  of 
ad  mavens  say  that  the  business  is 


From  chemistry  to  candy  bars,  more  global  coi 

BECAUSE  Citibank  forges  solid,  long-term  relationships  with  its  customers— over  70  years  eacl 
with  Dow  and  Nestle.  BECAUSE  Citibank  has  established  an  extraordinary  record  in  foreigi 
exchange,  ranked  number  one  by  customers  worldwide  for  15  consecutive  years.  BECAUSE  noothe 
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FreeFone's 
Harry  Hart  III 
Advertising 
by  phone. 


moving  steadily  toward  this  kind  of 
requested  hype,  and  away  from  satu- 
ration selling  to  a  passive  audience. 

Kevin  Ray  Smith,  a  Seattle  photog- 
rapher, has  been  a  FreeFone  subscrib- 
er for  the  entire  two-year  test.  He 
punches  into  FreeFone  around  five 
times  a  day,  and  says  he  delves  into  the 


message  menu  once  or  twice.  "It's 
kind  of  fun,"  says  Smith,  "and,  of 
course,  it's  nice  to  know  you're  get- 
ting money  every  time."  Smith  says 
he  likes  FreeFone's  concert  informa- 
tion and  restaurant  coupons. 

The  cost  to  the  advertiser:  $1 .95  to 
$3.20  per  subscriber  for  ten  messages 


a  month — comparable  to  the  cost  of  a 
direct  mailing.  The  charge  depends 
on  how  narrowly  the  advertiser  wants 
to  slice  the  subscriber  base — the  nar- 
rower the  slice,  the  greater  the  cost. 

If  advertisers  get  interested  in  Free- 
Fone, Hart  could  get  seriously  rich. 
He  pays  $8  per  month  for  caller  id 
service  for  each  of  his  five  computer 
phone  lines,  plus  the  $60,000  cost  for 
computer  hardware  in  each  city,  and 
not  much  more. 

How  much  can  Harry  Hart  make? 
Let's  take  Kevin  Ray  Smith.  He  uses 
FreeFone  about  150  times  a  month. 
Hart's  take:  $6.75  a  month — the  differ- 
ence between  the  $29.25  he  gets  at  his 
lowest  ad  rate  and  the  $22.50  he  pays 
Smith.  Hart  claims  he's  signed  up 
60,000  subscribers.  Potential  yearly 
user  take:  almost  $5  million,  not  count- 
ing his  computer  and  phone  costs. 

"It's  a  very  intriguing  proposi- 
tion," says  Steven  Stepanek,  a  senior 
vice  president  at  J.  Walter  Thompson 
in  Detroit.  He's  currently  considering 
putting  Thompson  clients  like  Good- 
year and  Ford  on  FreeFone.  -J.L.  H 


mies  choose  Citibank  than  any  other  bank. 


ink  can  match  Citibank's  expertise  and  experience  in  emerging 
larkets— over  90  years  in  Asia,  and  75  years  in  Latin  America. 
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Through  commitment, 

innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  on  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  In 

chemistry  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we  are 

making  technology  work 

for  everyone.  For  more,  write 

P.O.  Box  260,  Ridgefield  Park, 

NJ  07660.  Phone  800  SAMSUNG. 

Fax  201-229-6058 

ELECTRONICS 

64M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

High-definition  TV 

199-gram  cellular  phone 

Green  Monitors 


ECHNOLOGY 
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ENGINEERING 
Double-hull  oil  tanker 
Offshore  oil  and  gas  platform 
SE  series  excavators 
SL  series  loaders 
Commercial  vehicles 
Power  Plant 

chemical: 
Engineering  plastic 
Petrochemicals 
1PP  ultrafine  fabrics 


©  1993  The  Samsung  Group 


OBSERVATIONS 


According  to  prevailing  social  dogma,  Hispanics  should 
be  dying  off  faster  than  whites.  That  they  are  not 
threatens  the  house  of  cards  of  welfare-state  thinking. 

How  about  it, 
Hillary? 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


"Hispanic  populations  have  a  great- 
er proportion  of  persons  living  in 
poverty  and  a  greater  proportion  liv- 
ing without  health  insurance  than  do 
non- Hispanic  whites.  Access  to 
health  care  is  more  limited.11 

After  an  introduction  like  that,  you 
might  expect  die  usual  litany  of  dire 
consequences,  including  higher  death 
rates.  However,  this  introduction  to  an 
article  in  die  Journal  of  the  American 
Medical  Association  is  followed  by  the 
results  of  a  massive  smdy  which  showed 
that  Hispanics  have  'lower  mortality 
rates  than  non-Hispanic  whites." 

The  authors  of  the  study  them- 
selves seem  baffled  by  "this  paradox," 
though  they  note  that  other  studies 
have  turned  up  similar  results.  Their 
study  corrects  for  differences  in  age, 
income,  place  of  residence  and  place 
of  birth — and  still  the  Hispanics  have 
lower  mortality  rates. 

Giventhe  enormous  amount  of  me- 
dia attention  being  directed  toward 
the  Clinton  Administration's  sweep- 
ing health  care  proposals,  you  might 
expect  that  this  study  would  be  big 
news,  for  it  contradicts  the  fundamen- 
tal assumptions  on  which  the  country 


is  being  stampeded  toward  a  plunge 
into  the  unknown.  Yet  this  study,  like 
other  studies  that  go  against  the  grain 
of  prevailing  beliefs,  has  received  little 
or  no  media  attention. 

At  the  heart  of  the  political  cam- 
paign for  a  government  takeover  of 
medical  care  is  the  notion  that  there 
are  vast  numbers  of  Americans  whose 
health  is  suffering  because  they  cannot 
afford  the  proper  medical  care  or  the 
proper  health  insurance.  Statistics 
showing  that  our  infant  mortality  rates 
are  worse  than  those  of  some  compa- 
rable industrial  countries  are  consid- 
ered compelling  evidence  of  an  unmet 
need  for  government  programs. 

Although  the  authors  of  the  study 
in  the  Journal  of  the  American  Medi- 
cal Association  avoid  drawing  social  or 
political  conclusions,  the  plain  facts 
themselves  completely  undermine  the 
assumption  that  there  is  some  close 
relationship  between  income  and 
health,  or  between  health  insurance  or 
medical  care  and  mortality  rates.  More 
fundamentally,  this  and  other  studies 
threaten  the  whole  house  of  cards  of 
welfare-state  thinking. 

The  political  vision  of  the  left  must 
define  problems  in  terms  of  variables 
which  the  government  can  control, 
even  if  these  are  not  in  fact  the  vari- 
ables responsible.  Wherever  the  statis- 
tics for  one  group  are  not  as  favorable 
as  the  statistics  for  another,  that  is 
immediately  seized  upon  as  evidence 
that  "society"  has  wronged  the  less 
fortunate  group.  The  very  possibility 
that  people's  own  behavior  is  a  major 
factor  in  the  situation  they  face  is 
dismissed  as  "blaming  the  victim." 

Personal  responsibility  is  one  of  the 
lew  phrases  that  cannot  be  used  in 
polite  society  these  days,  even  in  places 


where  four-letter  words  are  accepted. 

According  to  prevailing  social  dog- 
mas, Hispanics  should  be  dying  off 
faster  than  whites,  who  are  more  afflu- 
ent, better  educated  and  have  health 
insurance  more  often.  However,  His- 
panics are  not  the  only  group  that 
refuses  to  play  the  victim  role.  Asian- 
Americans  so  often  surpass  whites 
in  educational  and  socioeconomic 
achievements  that  it  is  no  longer  news. 

There  is  nothing  paradoxical  about 
the  fact  that  Hispanics  and  whites  have 
different  health  histories.  If  they  were 
the  same,  they  would  be  the  only  two 
groups  on  this  planet  who  are  the  same. 
Only  the  utter  dogmatism  with  which 
we  insist  that  groups  be  the  same  makes 
their  differences  seem  paradoxical. 

Americans  of  Filipino,  Chinese  and 
Japanese  ancestry  all  receive  less  prena- 
tal care  than  whites — and  yet  have 
lower  infant  mortality  rates  than 
whites.  Nor  are  whites  all  the  same. 
Mormons  live  a  decade  longer  than 
other  whites. 

All  these  groups  behave  differently  in 
a  number  of  ways,  including  ways  that 
affect  their  health  and  longevity.  But 
that  is  what  the  welfare-state  vision  can 
never  admit,  because  that  might  put 
the  variables  that  matter  beyond  the 
reach  of  political  solutions.  Certainly  it 
would  reduce  the  guilt  of  "society" 
which  is  played  upon  to  justify  expan- 
sive government  programs. 

More  specifically,  as  regards  medi- 
cal care,  lifestyle  differences  may  have 
far  more  impact  than  the  availability 
of  doctors  and  hospitals.  While  a  great 
physician  or  high-tech  medical  treat- 
ment may  prolong  your  life  from  a  few 
months  to  a  few  years,  the  way  you  live 
can  make  a  difference  of  decades. 

The  fact  that  our  medical  statistics 
do  not  look  as  good  as  those  in  some 
other  countries  may  have  something 
to  do  with  Americans'  voracious  appe- 
tite for  narcotics,  the  reckless  behavior 
that  spreads  AIDS  and  the  personal 
irresponsibility  of  teenage  mothers 
whose  eating  habits  and  other  habits 
jeopardize  their  offspring. 

This  is  not  to  say  that  medical  care 
doesn't  matter.  In  fact,  it  matters  too 
much  to  let  politicians  take  it  over  on 
the  basis  of  assumptions  that  will  not 
stand  up  to  facts  that  are  readily 
available,  however  much  those  facts 
may  be  ignored  by  those  with  a  polit- 
ical agenda.  ifiH 
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If  you  search  worldwide  you  can  find  more  bargains  than  you 
can  find  in  any  single  nation. 
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338.4% 

10-year 


Investments  in  international  stocks  have  often  been  viewed 
as  risky.  But  these  days  it  may  also 
be  risky  to  limit  your  investments  to 
a  single  country.  Which  is  precisely 
the  reason  we  offer  the  Templeton 
Foreign  Fund. 

Invested  solely  in  securities  of  compa- 
nies and  governments  outside  the 
United  States,  the  Templeton  Foreign 
Fund  has  shown  an  impressive  record. 
Of  course,  past  performance  does  not 
guarantee  future  results. 

For  more  information,  call  your  investment 
advisor  or  Templeton  today. 


15.9% 

10-year 


12.9% 

5-year 


13.2% 

l-year 


1 'Cumulative  total  return  shows  the  percent  change  in  value  of  an  investment  over  the  10-year  period. 
Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indi- 
cated periods.  All  calculations  include  the  maximum  5.75%  initial  sales  charge  and  assume  reinvestment 
of  dividends  and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so 
that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Prior  to  July  I,  1992, 
fund  shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total  returns  to  purchasers  of  shares  during 
that  period  would  have  been  somewhat  less  than  noted  above.  There  are  special  risk  considerations  afsociated 
with  foreign  investing.  Franklin /Templeton  Distributors,  Inc 
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Templeton  Worldwide 

700  Central  Avenue 
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on  the  Templeton  Foreign  Fund, 
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From  simple  ideas,  fortunes  are  made.  Here's  how 
Josh  Feigenbaum  made  his  after  watching 
an  employee  make  a  telephone  call. 

You  don't  have 
to  be  a  rocket 
scientist 


By  Lisa  Gubernick 

It's  just  past  5  a.m.  in  the  control 
room  of  WMXV-FM,  a  New  York  City 
radio  station  with  an  adult  contempo- 
rary format.  Time  for  the  daily  trivia 
quiz.  "Ancient  superstition  held  that 
a  rare  little  plant  had  powers  to  cure 
coughs,  clean  the  blood  and  heal 
sores,"  intones  the  announcer,  Dan 
Taylor.  "Today  this  plant  is  mainly 
considered  a  symbol  of  good  luck — 
especially  on  St.  Patrick's  Day.  Can 
you  name  this  botanical  oddity?" 
The  phone  panel  lights  up  and  the 


station  awards  a  lucky  caller  with  tickets 
to  an  off- Broadway  show.  Of  such 
simple  ideas  are  fortunes  made:  The 
brains  behind  this  quiz  and  some  half 
dozen  others  is  a  rumpled  44-year-old 
named  Joshua  Feigenbaum.  Over  the 
last  dozen  years  he  has  turned  his  quiz- 
zes into  an  $11  million  (1993  reve- 
nues) success  named  MJI  Broadcasting. 

Feigenbaum  launched  MJI  in  1980, 
after  a  half-dozen  years  working  in 
sales  and  marketing  at  Rolling  Stone 
and  Arista  Records.  He  went  into 


business  for  himself  with  $20,000  in 
savings  and  then  suffered  a  string  of 
failures.  He  launched  a  weekly  radio 
musical  variety  show,  which  he  traded 
to  radio  stations  in  exchange  for  ad- 
vertising time,  which  he  resold.  But 
the  show's  star,  comedian  Robert 
Klein,  pulled  out  after  one  year. 

Entrepreneurs  don't  give  up.  Fei- 
genbaum then  developed  Sports 
Line,  hosted  by  Reggie  Jackson,  the 
loudmouthed  New  York  Yankees 
outfielder.  No  go.  Listeners  flipped 
their  dials.  By  mid-1981  Feigen- 
baum's  savings  were  gone,  and  he 
owed  $100,000  to  suppliers. 

Then  he  had  a  brainstorm.  In  the 
fall  of  1981  he  noticed  that  whenever 
a  quiz  came  on  the  radio,  one  of  his 
young  employees  would  hit  the 
phone.  At  that  time  most  of  these 
quizzes  were  slapdash  affairs, 
dreamed  up  by  a  disc  jockey.  Recalls 
Feigenbaum:  "I  thought,  'Wouldn't 
it  be  great  if  we  could  produce  a 
contest  that  stations  could  use  on  an 
ongoing  basis?'  " 

This  focus  group  of  one  evolved 
into  Feigenbaum's  version  of  interac- 
tive radio.  Using  trivia  guides,  ency- 
clopedias and  the  trade  press,  his 
three-person  staff  put  together  a  se- 
ries of  quizzes  tailored  for  rock  'n'  roll 
stations  and   using  rock  'n'  roll 


MJI  Broadcasting's 
Josh  Feigenbaum 
Making  a  mint 
off  radio 
quizzes. 
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themes.  By  November  1981,  70  sta- 
tions had  signed  up.  Mjl  provided 
them  with  ten  quizzes  a  week  in  re- 
turn for  ten  minutes  of  commercial 
time,  which  it  sold  to  Nestle.  Mjl  cut 
deals  with  electronics  companies, 
book  publishers  and  record  compa- 
nies, among  others,  to  provide  the 
prizes  in  return  for  getting  their 
names  mentioned  on  the  air. 

Rock  Quiz  was  an  instant  hit;  40 
more  stations  signed  on  within  the 
first  year.  There  followed  a  quiz  for 
country  stations,  a  trivia  quiz  and  a 
sports  quiz. 

By  tailoring  the  quizzes  to  particu- 
lar audiences,  Feigenbaum  enables 
advertisers  to  target  their  messages. 
For  example,  one  of  the  sponsors  of 
his  trivia  quiz  on  wmxv  is  Clorets,  the 
breath  freshener.  Susan  Rowe,  now 
with  Backer,  Spielvogel  &  Bates,  used 
Mjl  programs  to  advertise  for  such 
clients  as  the  U.S.  Army  and  J.C. 
Penney.  She  says  of  the  programs: 
"They  are  the  cable  TV  of  radio.1' 

These  days  Mjl  provides  13  pro- 
grams to  over  2,000  stations  nation- 
wide, and  for  1993  will  probably  earn 
pretax  profits  of  over  $1.6  million. 
Feigenbaum,  who  owns  100%  of  the 
company,  has  diversified.  Two  of 
Mjl's  top  moneymakers  are  the  Gram- 
my Awards,  which  Mjl  has  produced 
for  radio  since  1986,  and  the  Country 
Music  Awards,  since  1992. 

These  aren't  one-night-a-year 
deals.  The  Grammys,  which  cover  a 
broad  range  of  musical  styles,  are 
packaged  into  seven  two- hour  shows, 
including  the  nominations  press  con- 
ference, interviews  with  the  nomi- 
nees, backstage  interviews  before  the 
broadcast  and  talks  with  the  winners 
after  the  show. 

The  Country  Music  Awards  get 
similar  treatment.  This  year  Chevrolet 
Trucks  picks  up  the  tab  for  the  coun- 
try music  shows. 

At  7:15  on  a  brisk  autumn  morn- 
ing, Josh  Feigenbaum  is  standing  out- 
side the  Opryland  museum  nursing 
his  umpteenth  cup  of  coffee.  He's 
been  there  since  4  a.m.,  shepherding  a 
parade  of  country  singers — Vince  Gill 
and  Wynonna  Judd  among  them.  "It 
doesn't  take  a  rocket  scientist  to  suc- 
ceed in  this  business,"  he  explains 
with  weary  satisfaction.  "You  just 
have  to  work  harder  at  it  than  anyone 
else."  And  be  damned  persistent.  1MB 


Canadian  Prime  Minister  Jean  Chretien  should  look  at 
what  free  trade  has  done  for  his  nation's  wine  industry. 
It  would  make  him  feel  better  about  Nafta. 

The  land 
of  ice  wine 


A  VQA-approved  wine 
After  free  trade, 
quality  control. 


By  Randall  Lane 

Just  across  the  U.S. 
border,  on  the  western 
side  of  the  Niagara  Riv- 
er, lies  one  of  Canada's 
most  fertile  growing 
regions.  Even  in  late 
September,  just  weeks 
before  the  cold  sets  in, 
pumpkins,  apples  and 
pears  mingle  with  the 
changing  leaves. 

In  this  setting,  Karl 
Kaiser  surveys  his  crop. 
Amid  the  hearty  fruits 
and  vegetables  lie  row 
upon  row  of  riesling, 
chardonnay  and  pinot 
noir — grapes  used  to 
make  premium  wines 
at  Kaiser's  Inniskillin 
winery.  Vintners  like  H^^B 
the  Austrian- born  Kai- 
ser are  converting  this  frost  belt  into  a 
world-class  wine  region. 

This  probably  comes  as  a  surprise  to 
most  Americans  (and  many  Canadi- 
ans), who  associate  Canadian  wines 
with  the  syrupy  stuff  good  for  reli- 
gious ceremonies,  cooking  and  not 
much  else. 

But  Canada's  wine  industry  is  on 
the  move.  About  90%  of  wine  made 
with  Canadian  grapes  is  produced  in 
Ontario,  home  to  35  wineries,  with 
six  more  licenses  pending.  Some  40 
million  liters  were  sold  in  fiscal  1993, 
almost  all  domestically,  retailing  for 
around  $250  million. 

Canada's  thriving  wine  industry  is  a 
monument  to  the  virtues  of  free  trade. 
Protected  by  high  tariffs,  Canadian 
wineries  were  content  to  use  sweet 
concord  and  niagara  grapes  to  pro- 


duce cheap,  inferior 
wine.  Some  Canadians 
winced  and  drank  it 
anyway,  since  import 
duties  made  foreign 
wines  prohibitively  ex- 
pensive. That  changed 
with  the  1989  Free 
Trade  Agreement  be- 
tween the  U.S.  and 
Canada.  Among  other 
things,  the  treaty  man- 
dates equal  taxation  on 
foreign  and  domestic 
wines. 

This  being  Canada, 
the  government  raised 
taxes  on  the  local  win- 
eries rather  than  knock 
them  down  for  the  for- 
eigners. As  a  result,  an 
average  bottle  of  Cana- 
dian table  wine  jumped  in  price  about 
35%,  from  $3.70  to  $5. 

Suddenly,  Canadian  wines  weren't 
that  much  cheaper  than  good  Califor- 
nia or  French  wines.  Big  U.S.  market- 
ers like  Gallo  and  Mondavi  began 
pushing  hard.  The  Canadian  wines 
lost  market  share.  In  Ontario  50%  of 
wine  sold  in  1988  was  grown  locally; 
two  years  later  it  was  42%. 

Free  trade  did  what  it's  supposed  to 
do:  It  made  the  Canadians  more  effi- 
cient. "We  saw  that  we  were  now 
going  to  compete  on  a  level  playing 
field,"  says  Peter  Gamble,  executive 
director  of  the  Wine  Council  of  On- 
tario. "It  changes  your  mind-set." 

The  wineries  banded  together. 
They  formed  an  organization  called 
the  Vintners'  Quality  Alliance, 
modeled  on  France's  Appellation 
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Canadian  wine 


Controlee. 

A  VQA  seal  of  approval  was  estab- 
lished, and  made  conditional  upon 
several  criteria.  Wine  cannot  be 
blended  or  watered  down,  must  pass  a 
blind  taste  test  and  be  100%  Canadi- 
an-grown. Only  8%  of  Canadian  wine 
qualifies  for  the  VQA  label,  but  it 
represents  15%  of  dollar  sales. 

More  than  half  of  Ontario's  25,000 
acres  of  vines  were  ripped  out.  About 
5,000  acres  have  been  replanted  with 
European  varieties.  The  government 
has  used  the  extra  wine  taxes  to  help 
pick  up  the  $50  million  tab. 

Kaiser's  Inniskillin  made  a  splash  in 
1991  when  it  won  1  of  just  19  Grand 
Prix  d'Honneur  awards  at  Bordeaux's 
prestigious  Vinexpo,  besting  4,100 
entries. 

His  product:  something  called  "ice 
wine."  Ever)'  year  a  small  amount  of 


grapes  are  left  on  the  vine  through  the 
fall.  Once  the  temperature  falls  into 
the  teens,  the  grapes  become  frozen 
solid.  They  are  then  harvested  and 
pressed.  Since  virtually  all  the  water  in 
the  grape  has  turned  to  ice,  the  small 
amount  of  juice  extracted  is  highly 
concentrated,  resulting  in  an  ex- 
tremely sweet  dessert  wine. 

The  Niagara  Peninsula's  unique  cli- 
mate— warm  summers,  cold  winters, 
with  Lake  Erie  and  Lake  Ontario 
buffering  the  vines  from  either  ex- 
treme— have  made  it  the  ice  wine 
capital  of  the  world.  Production  has 
increased  from  1,000  cases  a  year  in 
1989  to  8,000  cases  in  1993.  This 
adds  up  when  the  Japanese  routinely 
pay  over  $100  for  just  a  half-bottle. 

The  ice  wines  and  other  VQA-la- 
beled  vintages  are  Canada's  ambassa- 
dors to  the  wine  snobs,  effectively 


defining  the  region. 

Except  for  the  ice  wines,  the  Cana- 
dians aren't  doing  much  exporting. 
They  are  concentrating  on  capturing 
the  home  market.  One  television 
commercial  shows  a  Canadian  open- 
ing his  front  door  to  pick  up  his 
morning  paper  and  seeing  a  beautiful 
vineyard  right  in  front  of  him.  "The 
wine  regions  of  Ontario.  Outstand- 
ing. On  your  doorstep,"  it  says. 

Meanwhile,  following  a  series  of 
takeovers,  buyouts  and  mergers,  four 
of  the  region's  top  wineries — Innis- 
killin, Cartier,  Jordan  and  Brights — 
joined  in  October  to  form  one  com- 
pany, which  makes  up  about  half  of 
Canadian  wine  production.  In  the 
offing  is  an  initial  public  offering  to 
raise  the  money  needed  to  push  ex- 
ports and  retake  more  of  the  domestic 
market.  HB 
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Completion  bonding  used  to  be  one  of  the  safest  ways 
in  Hollywood  to  make  a  little  profit.  Then  it  became 
one  of  the  surest  ways  to  eat  a  loss. 

The  money  pit 

By  Carolyn  T.  Geer  and  Lisa  Gubernick 


Fifteen  minutes  of  unfinished  film 
doesn't  sound  like  much  of  a  prob- 
lem, but  it  was  a  major  headache  for 
The  Tlrief  and  the  Cobbler,  an  anima- 
tion about  a  thief  and  an  enchanted 
city.  It  threatened  to  push  the  film 
nearly  a  year  behind  schedule  and  as 
much  as  $3  million  over  budget. 

The  situation  was  downright  night- 
marish to  the  Completion  Bond  Co. 
in  Los  Angeles,  which  underwrote  an 
insurance  policy  guaranteeing  that 
the  project  would  come  in  on  time 
and  on  budget.  When  Completion 
Bond  got  word  of  the  film's  troubles 
in  the  summer  of  1991,  it  seized 
control  of  the  film  from  director  Rich- 
ard Williams.  In  June  1992  CBC  gave 
Fuji  Bank — which  had  provided  the 
financing — $18  million  to  cover  its 
cost  on  the  film. 

Completion  Bond  itself  finished 
the  film  last  summer,  but  it  still  hasn't 
nailed  down  a  domestic  distributor. 

As  recently  as  five  years  ago,  com- 
pletion bonding  was  a  profitable  busi- 
ness dominated  by  two  companies: 
Completion  Bond,  acquired  in  1990 
by  Transamerica,  and  Los  Angeles-  f 
based  Film  Finances.  Independent  S 
producers  had  to  buy  the  bonds  be-  f 
fore  they  could  land  bank  financing  - 
for  their  films.  And  they  paid  the 
underwriters  a  pretty  penny  for  the 
guarantee — typically  6%  of  budget, 
although  half  the  premium  would  be 
rebated  if  no  claim  resulted. 

But  word  got  out  about  this  profit- 
able niche  and  new  players  flocked  in. 
Prices  dropped  precipitously,  to  as 
low  as  1%  (no  rebate). 

The  concessions  weren't  just  finan- 
cial. Bonding  companies  began  for- 
feiting their  right  to  fire  the  director 
and  other  key  workers  when  a  film 
went  over  budget.  This  made  it  a  lot 
easier  for  actors  and  directors  to  load 
personal  expenses  on  the  film  and  to 


insist  on  costly  changes.  Would  it  put 
the  film  over  budget?  That  would  be 
the  bonding  company's  problem. 
"You  name  it,  some  agent  would 
think  of  it  and  demand  it,"  says 
Douglas  Leiterman,  head  of  Motion 
Picture  Guarantors,  a  Canadian  com- 
pletion bond  company. 

Yet  the  bonders  got  so  hungry  they 
began  relaxing  definitions  of  what  was 
within  budget.  It  used  to  be  that  a 
bank  had  to  fork  over  more  money  if  a 
film  ran  up  to  10%  over  budget,  but 
the  bonding  companies  began  letting 
the  banks  off  the  hook  on  this  one. 
With  the  concessions,  it  became  easier 
for  a  bank  to  turn  off  the  money 
spigot  and  demand  that  the  bonding 
company  clean  up  the  mess. 

When  Spike  Lee  ran  some  $5  mil- 
lion over  budget  on  Malcolm  X,  most 
of  that  money  came  out  of  Comple- 
tion Bond's  coffers,  and  the  insurer 
does  not  expect  to  break  even  from  its 
share  of  film  rentals  and  other  rights. 
"[Bonding]  prices  got  to  the  point 
where  they  were  barely  covering  over- 


head," says  Steven  Ransohoff,  execu- 
tive vice  president  of  Film  Finances. 

The  shakeout  finally  hit,  and  Com- 
pletion Bond  was  among  the  first  to 
go.  Transamerica  dumped  this  and 
other  moneylosers  into  newly  public 
Transamerica  Insurance  Group 
Holdings,  and  TIG  is  going  to  shut 
down  CBC  by  the  first  quarter  of  1994. 
Most  of  the  smaller  companies  that 
crowded  in  during  the  late  1980s  have 
taken  their  final  curtain  calls.  Even 
Film  Finances  looked  shaky  for 
awhile.  It  was  reinsured  by  Lloyd's, 
which  had  plenty  of  troubles  of  its 
own.  For  a  time,  some  banks  refused 
to  accept  bonds  reinsured  by  Lloyd's. 

The  bloodbath  seems  finally  to  be 
over — for  now.  Prices  for  bonds  have 
climbed  back  to  6%  with  the  50%  no- 
claim  refund.  And  the  terms  of  con- 
tracts have  gotten  considerably 
tighter.  One  survivor  from  among  the 
newer  companies:  International  Film 
Guarantors.  This  outfit  is  a  joint  ven- 
ture of  the  highly  rated  Fireman's 
Fund  (now  owned  by  Germany's  Al- 
lianz)  and  Near  North  Insurance  Bro- 
kers of  Chicago.  International  Film 
Guarantors  started  small,  bonding 
only  a  dozen  films  in  each  of  its  first 
three  years  of  business.  Now  it's 
bonding  50  per  year.  Among  its  re- 
cent films:  A  Bronx  Tale  and  Malice. 

But  already  a  fresh  price  war  may  be 
building.  The  attractive  prices  have 
caught  the  eye  of  Aon  Corp.,  the  big 
Chicago- based  insurance  holding 
company.  It  looks  to  enter  the  field  in 
the  first  half  of  1994.  Wm 
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In  rejecting  zoning,  the  voters  of  Houston  ignored 
the  euphemisms  and  high-minded  rhetoric  and 
voted  their  individual  interests. 

The  zoning 
racket 


BY  ROBERT  H.  NELSON 


Robert  H.  Nelson  is  a  professor  in  the 
School  of  Public  Affairs  at  the 
University  of  Maryland. 
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Houston,  much  to  the  chagrin  of 
its  do-gooders,  is  the  only  major 
U.S.  city  without  zoning  ordinances. 
Actually,  Houston  looks  pretty  much 
like  other  American  cities.  Private 
deed  restrictions  keep  most  middle - 
and  upper-class  neighborhoods  prim 
and  proper. 

But  some  Houstonians  feel  that 
lack  of  zoning  is  backward,  and  so  it 
was  put  to  the  vote  again  in  Novem- 
ber, as  in  1948  and  1962.  It  met  the 
same  fate  as  before.  The  voters  turned 
it  down.  They  did  so  despite  the 
appeals  of  prominent  citizens  like  City 
Councilman  Jim  Greenwood,  who 
argued  that  poor  residential  neigh- 
borhoods were  suffering  from  having 
to  share  streets  and  blocks  with  auto 
repair  shops  and  other  crass  commer- 
cial ventures. 

But  guess  who  disagreed  with 
Greenwood?  The  very  people  who 
supposedly  suffer  from  lack  of  zoning. 
Fully  70%  of  low-income  blacks  voted 
no  to  zoning.  Among  Mexican- 
Americans  and  other  Hispanics  the 
vote  went  58%  against  zoning.  By 
contrast,  middle-class  voters  wanted 
zoning.  The  voting  was  on  class  lines, 


not  on  racial  lines:  Middle-class  blacks 
actually  favored  zoning  by  a  larger 
majority  than  middle-class  whites  did. 
But  lower-income  people,  black, 
white  and  Hispanic,  said  no. 

Are  the  poor  stupid?  Or  indifferent 
to  their  neighborhoods?  Not  at  all.  In 
many  cases,  lacking  transportation, 
they  like  having  shops  down  the  block 
and  jobs  within  walking  distance.  For 
many,  bars  and  restaurants  are  their 
social  clubs  and  churches  are  part  of 
their  daily  lives;  they  like  being  close 
to  them.  And  many  people  prefer 
living  in  bustling  lively  neighbor- 
hoods rather  than  amid  green  lawns  in 
widely  separated  boxes.  Who  is  to  say 
that  single -use  suburbs  with  individ- 
ual houses  on  quarter-acre  lots  are  the 
only  sensible  place  for  people  to  live? 

What  Houston's  "no"  voters  un- 
derstood at  least  tacitly  is  that  zoning 
has  become  just  one  more  instrument 
by  which  government  bureaucracies 
tell  us  how  to  live  our  lives.  Zoning 
says  that  government  edict,  not  deci- 
sions made  freely  in  the  marketplace, 
will  say  who  can  live  and  do  business 
where  and  how.  By  specifying  single- 
family  homes  and  minimum  lot  sizes, 
zoning  cuts  population  density  and, 
in  the  end,  drives  up  the  cost  of  living 
in  an  area.  It  causes  sprawl  by  forcing 
people  who  cannot  afford  your  stan- 
dard split-level  to  go  to  the  distant 
suburbs  for  cheap  living  space. 

Just  look  at  the  numbers:  Freedom 
from  zoning  helps  keep  housing  costs 
down  in  Houston,  whose  citizens 
spend  only  19%  of  their  take-home 
pay  for  housing,  compared  with  31% 
in  Miami,  36%  in  New  York  and  50% 
in  San  Francisco.  Houston  ranked 
third  among  70  cities  nationwide  in  a 
1993  survey  of  housing  affordability, 
trailing  only  two  smaller  cities. 


In  1990  the  city  government 
sought  the  advice  of  an  expert  panel 
assembled  by  the  American  Institute 
of  Architects.  Should  Houston  adopt 
zoning?  To  the  surprise  of  many 
Houstonians,  the  architect  group  rec- 
ommended against  comprehensive 
citywide  planning  and  zoning. 

The  panel  had  plenty  to  say  about 
traditional  planning  and  zoning,  little 
of  it  favorable.  It  reported  that  in  the 
typical  experience  around  the  U.S., 
zoning  was  a  matter  "more  of  politics 
than  of  planning,"  often  driven  by 
"political  supporters  or  contributors, 
payment  of  graft.  ..." 

Zoning  is  in  fact  a  precursor  of 
much  of  the  government  regulation 
that  tries  to  run  our  lives  today.  It  was 
first  adopted  in  the  U.S.  in  1916  in 
New  York  City,  reflecting  a  virtual 
religious  zeal  among  progressive -era 
reformers  for  scientific  management 
of  all  aspects  of  society.  It  was  a  foot  in 
the  door  for  many  other  regulatory 
failures  to  follow. 

Modern  Americans  have  become 
only  too  familiar  with  government's 
inability  to  manage  society.  The  repu- 
tation of  zoning  among  urban  schol- 
ars has  declined  sharply.  For  all  this, 
zoning  remains  popular  among  mid- 
dle-class people.  Why? 

Because  they  want  ironclad  protec- 
tion for  property  values  and  congenial 
neighbors.  These  may  be  normal  hu- 
man concerns,  but  they  can  be  better 
accomplished  through  private  means 
such  as  covenants  and  community 
associations.  A  vice  president  of  the 
Committee  to  Zone  the  City  was 
quite  blunt  about  it.  Zoning  was 
needed,  he  declared,  to  prevent  "low- 
rent  apartment  complexes"  from 
moving  in  nearby,  occupied  by  "peo- 
ple of  minimal  educational  and  eco- 
nomic attainment  with  value  systems 
completely  foreign  to  the  majority  of 
homeowners." 

Low-income  Houstonians  knew 
that,  too,  and  were  too  shrewd  to  buy 
into  the  argument  that  zoning  was  for 
their  benefit.  They  know  it  for  what  it 
truly  is:  a  way  to  protect  middle -class 
property  values  at  their  expense  and 
an  excuse  for  government  to  tell  them 
how  to  live  their  lives. 

Contrary  to  common  assumption, 
it  was  the  poor,  not  the  middle-class, 
who  saw  the  greatest  gain  from  main- 
taining free  choice  in  the  market.  H 
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Movie  stars  broke  the  studio  system  decades  ago. 
Some  rock  stars  are  trying  to  do  the  same  thing 
in  the  record  industry. 

The  Olivia  de 
Havilland  of  rock 


By  Lisa  Gubernick 

On  Oct.  11  Judge  Jonathan  Parker 
issued  a  warning  to  the  bevy  of  young 
females  packing  his  London  court: 
They  would  be  expelled  if  there  was 
any  further  squealing.  But  how  could 
the  girls  stay  quiet?  George  Michael, 
one  of  the  world's  reigning  pop  music 
stars,  was  in  the  room,  and  they  were 
there  to  catch  a  glimpse  of  him,  not  to 
hear  the  legal  arguments  in  his  case 
against  Sony  Music  Entertainment 
U.K.,  Ltd. 

Michael  was  suing  for  release  from 
his  Sony  contract,  charging  the  multi- 
media giant,  among  other  things, 
failed  to  adequately  market  his  rec- 
ords after  buying  his  record  label,  CBS, 
in  1988.  He  cited  his  1990  album, 
Listen  Without  Prejudice.  It  sold  only 
5  million  copies,  compared  with  Mi- 
chael's first  solo  album,  which  sold  14 
million.  Was  Michael  losing  his 
touch?  Perish  the  thought.  Sony  was 
to  blame. 

Sony  has  a  different  view.  It  blames 
Michael  for  insisting  his  picture  not 
be  put  on  the  cover.  Michael  modest? 
That  wasn't  the  problem.  He  didn't 
want  his  picture  used  because  he 
wanted  to  change  his  image  from 
bare-chested  pinup  boy  to  thoughtful 
singer/songwriter.  But  Sony  pointed 
out  that  bare  chests  sell  better  than  a 
vintage  picture  of  a  crowded  beach. 

Had  Michael's  contract  been 
signed  in  the  U.S.,  his  complaint 
probably  wouldn't  have  got  past  his 
manager's  office  because  restraint-of- 
trade  laws,  which  Michael's  case  is 
based  on,  generally  do  not  apply  to 
individuals  in  the  U.S.  Michael's  U.K. 
case  is  largely  driven  by  the  conten- 
tion that  the  label's  sluggish  sales 
efforts  give  him  grounds  for  breaking 


Pop  star  George  Michael 
Will  Sony  set  him  free? 


his  contract,  which  covers  his  next  six 
records,  or  roughly  the  next  15  years. 

That's  scary  to  other  labels  that 
have  signed  talent  with  U.K.  con- 
tracts. "Frankly,  we're  surprised  it's 
gotten  this  far,"  says  James  Fifield, 
chief  executive  of  KM  I  Music,  a  subsid- 
iary of  British-based  Thorn/EMI. 

Normally,  these  kinds  of  contract 
flaps  are  quietly  settled  in  some 
agent's  palm -filled  office.  But  Sony 
has  risked  setting  a  dangerous  prece- 
dent by  letting  this  dispute  go  to  trial: 
If  the  contract  is  judged  invalid,  it 
could  jeopardize  other  recording 
deals — including  acts  like  Meat  Loaf, 
who  has  lucrative  contracts  both  in 
the  U.K.  and  the  U.S. 

Meanwhile,  there's  equally  nasty 
stuff"  going  on  between  singer  Don 
Henley  and  Geffen  Records  in  Cali- 
fornia. Record  mogul  David  Geffen 
(Forbes,  Dec.  24,  1990)  claims  Hen- 
ley owes  him  two,  possibly  three  al- 


bums, based  on  a  1988  agreement  the 
singer  signed  with  the  record  compa- 
ny. Henley  has  couritersued,  claiming 
the  deal  is  no  longer  valid. 

Why?  Because  of  what  could  be 
called  the  Olivia  de  Havilland  rule.  In 
1945  Jack  Warner  extended  the  ac- 
tress' contract  for  25  weeks  beyond 
seven  years,  the  statutory  maximum 
for  personal  services  contracts  in  Cali 
fornia.  De  Havilland  sued  over  the 
change  and  won.  That  effectively 
broke  the  system  under  which  movie 
studios  could  tie  aspiring  young  ac- 
tors and  performers  to  long-term 
contracts  at  modest  pay.  If  the  actors 
became  stars,  the  studio  had  a  valu- 
able asset. 

In  today's  music  world  those  seven- 
year  deals  rarely  live  out  their  life  span; 
they  are  renegotiated  if  an  act  be- 
comes more  successful.  With  the  sev- 
en-year clock  restarting  accordingly, 
Henley  contends  that  his  1988  deal 
was  in  fact  just  an  amendment  to  his 
original  1984  deal,  which  expired  in 
1991. 

Henley's  case  isn't  expected  to  go 
to  court  until  mid- 1994;  Michael's 
trial  should  be  over  by  the  beginning 
of  February,  with  a  decision  expected 
by  April.  If  Henley  is  successful,  it 
could  throw  virtually  every  record 
contract  signed  in  California  up 
for  grabs. 

Which  would  mean  even  more 
megabucks  for  the  successful  per- 
formers and  their  handlers,  and  lower 
profits  for  the  record  companies.  Like 
the  movie  moguls  before  them,  music 
executives  are  complaining  bitterly 
that  a  victory  by  either  recording  star 
would  bring  an  end  to  Western  civili- 
zation. "We  need  a  certain  time  to 
recoup  the  money  invested  in  new 
artists,"  says  one  record  company 
president,  who,  like  his  peers,  is  so 
worried  about  the  consequences  of 
the  trial  that  he  refuses  to  speak  on  the 
record.  "If  they  can  just  up  and  leave 
as  soon  as  they  become  successful, 
that  initial  investment  just  doesn't 
make  sense." 

Who  should  get  the  biggest  chunk 
of  the  money  pouring  in  from  the 
squealing  adolescents?  The  perform- 
ers who  elicit  the  squeals?  Or  the 
business  people  who  package  the  per- 
formers? If  the  Olivia  de  Havilland 
case  is  precedent,  it  looks  like  the 
packagers  are  going  to  take  a  hit.  HH 
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Philips  figured  out  how  to  make  a  new  digital 
entertainment  format  but  never  figured  out 
how  to  make  consumers  want  to  own  it. 

Betamax 
versus  VHS 
all  over  again? 


By  Nikhil  Hutheesing 

Philips  Electronics  was  a  pioneer 
in  many  a  familiar  consumer  technol- 
ogy— videotape,  audiocassette  tape, 
the  audio  compact  disk  and  the  movie 
laser  disk.  But  the  Dutch  giant  failed 
to  fully  exploit  its  innovations  in  the 
marketplace.  Now  Philips  appears  to 
be  going  down  the  same  path  in 
interactive  compact  disks. 

The  versatile  format,  which  Philips 
calls  Compact  Disc  Interactive,  CD-i 
for  short,  uses  a  laser  beam  to  read 
SVi-inch  disks  holding  650  mega- 
bytes of  video  data  and  feed  the  data 
into  a  television  set.  That's  enough 
digital  content  for  an  electronic  game, 
an  educational  or  reference  title,  or, 
with  some  compression,  half  a  fea- 
ture-length film. 

And  if  anyone  deserves  to  have  its 
disk  format  succeed  in  the  consumer 
market,  it's  Philips.  Philips,  after  all, 
almost  single-handedly  invented  laser 
recording.  (Sony  claims  some  credit 
and  ended  up  sharing  control  of  the 
basic  patents.)  But  as  with  video  re- 
corders, so  with  interactive  media: 
Inventing  something  clever  and  get- 
ting rich  off  it  are  two  very  different 
things. 

So  far,  Philips  has  invested  at  least 
$500  million  in  its  CD-i,  according  to 
Dennis  Exton,  an  analyst  with  Merrill 
Lynch  in  London.  But  the  Eindho- 
ven, Netherlands-based  company  has 
little  to  show  for  the  technology  in  the 
way  of  market  acceptance.  The  com- 
pany doesn't  disclose  the  profitability 
of  its  product  lines,  but  the  consumer 


electronics  segment  of  Philips,  ac- 
counting for  a  third  of  the  company's 
$32  billion  in  sales,  was  in  the  red  in 
1992  and  probably  still  hasn't  turned 
the  corner. 

Since  CD-i's  commercial  launch 
two  years  ago,  Philips  has  sold  only 
250,000  units  worldwide.  To  put 
some  context  around  that  figure:  The 
cartridge -based  Nintendo  systems 
have  sold  70  million  players  to  date, 
and  Sega  CD,  launched  in  November 
1992,  sold  200,000  units  in  its  first  six 
weeks  and  may  well  have  moved  1 
million  units  by  the  end  of  1993. 

In  the  broader  home  entertain- 
ment/education market,  CD-i's  com- 
petition is  coming  from  CD  ROM 
(compact  disk- read  only  memory) 
technology.  A  CD-ROM  player  is 
just  like  a  Philips  CD-i,  ex 
cept  that  it  attaches 
to  a  comput- 


er, not  a  television — and  is  vastly  more 
popular.  Gary  Aden  of  Arlen  Com- 
munications, a  Bethesda,  Md.  media 
research  firm,  estimates  that  2  million 
CD-ROM  players  have  been  sold  to  date 
in  the  U.S.,  either  as  add-ons  to  com- 
puters or  as  original  equipment.  He 
projects  that  the  CD-ROM  installed 
base  will  double  by  the  end  of  1994. 

Philips  is  in  trouble  with  CD-i  for 
the  same  reason  Sony  flopped  with  its 
Betamax  videotape  format  a  decade 
ago:  by  dawdling  too  much  between 
development  and  marketing.  Sony 
was  fast  out  of  the  gate  with  Betamax, 
but  then  it  lost  some  momentum  and 
gave  Matsushita  Electric  Co.'s  VHS 
format  a  chance  to  catch  up.  Similarly, 
Philips  invented  its  CD-i  technology  in 
1986,  but  waited  until  October  1991 
to  move  the  machine  into  stores.  By 
then  CD-ROM  and  the  cheap  game 
players  such  as  Nintendo  had  a  big 
head  start. 

Such  stumbles  are  usually  fatal  in  a 
format  race.  Consumers  aren't  about 
to  invest  in  all  the  competing  formats, 
so  they're  going  to  carefully  consider 
which  one  looks  most  likely  to  suc- 
ceed, and  go  with  it.  Once  consumer 
decided  that  VHS  would  survive,  Beta- 
max was  doomed. 

Producers  of  the  software  act  as 
consumers  do.  They  decide  which 
format  is  the  winner  and  they  prefer  to 
produce  software  for  the  apparent 
winner.  That  drives  even  more  con- 
sumers into  the  winner's  camp  be- 
cause that's  where  the  available  soft- 
ware is.  As  of  now,  there  are  a  scant 
140  titles  for  the  Philips  format, 
against  perhaps  ten  times  that 
many  for  CD-ROM. 

Philips   is   not  conceding 
defeat.  "We  led  the 
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wave  in  the  brave  new  world  of  multi- 
media," says  Scott  Marden,  39,  the 
new  boss  at  the  Philips  Media  divi- 
sion, "and  we  are  still  very  committed 
toCD-i.,, 

Tell  that  to  consumers.  They  aren't 
much  interested  in  technology.  They 
want  entertainment  and  information. 

The  CD-i  machine  plays  movies,  but 
no  one  in  her  right  mind  would  buy 


the  box  just  for  that  purpose.  There 
are  just  eight  movies  available  in  the 
CD-i  format.  To  play  one,  you  have  to 
shell  out  $250  for  a  video-disk  car- 
tridge, on  top  of  the  money  you  spend 
for  the  CD-i  box  itself  ($800  or  more 
originally,  now  down  to  $500).  It 
would  be  a  lot  cheaper  to  get  a  good 
videocassette  recorder. 

There  are  other  things  you  can  do 
with  a  CD-i  player.  Want  to  learn 
about  John  F.  Kennedy?  Put  the 
Compton's  Interactive  Encvlopedia, 
which  sometimes  comes  free  with 
your  CD-i,  into  the  player.  Negotiate 
through  a  long  menu  that  starts  with 
"topic  tree"  and  eventually  leads  to 
Kennedy.  Or,  place  the  cursor  on 
"title  finder"  to  get  a  keyboard  paint- 
ed onto  your  TV  screen.  By  moving 
the  cursor  to  each  letter  and  pressing 
"enter,"  you  can  type  in  the  name  you 
are  looking  for.  At  this  point  you  may 
be  wishing  you  had  bought  the  CD- 
ROM  version  of  Compton's. 

What  else  is  the  CD-i  good  for? 
Playing  games,  although  the  action  is 
slower  than  on  the  comparably  ex- 
pensive 3 DO  disk  player,  and  there 
are  far  fewer  game  titles  available  than 
on  the  cheap  Nintendo  and  Sega  car- 
tridge players.  You  can  also  play  audio 
CDs  on  your  Philips  CD-i,  or  use  it  to 
display  family  photographs  on  your 
television. 

But  most  of  Philips'  potential  cus- 
tomers already  have  an  audio  compact 
disk  player,  and  few  of  them  are  pre- 
pared to  abandon  glossy  photographs 
for  the  grainier  images  they  get  on  a 
television  screen. 

Discouraged  but  not  defeated, 
Philips  plans  to  spend  big  money  to 
persuade  consumers  that  they  really 
do  need  its  machines.  It  has  invested , 
$21  million  to  produce  a  25-min- 
ute  infomercial  that  began  to  be 
broadcast  in  September.  It 


features  a  character  named  Phil  who  is 
looking  for  the  meaning  of  life  but 
ends  up  playing  with  the  CD-i. 

But  people  who  want  to  emulate 
Phil  may  have  a  hard  time  finding  the 
product.  At  Software  Etc.,  a  game 
machine,  software  and  video  retail 
chain,  sales  of  CD-i  were  so  poor  the 
company  no  longer  carries  it.  And  at 
the  Electronics  Boutique,  another  na- 
tional retail  chain,  Jeffrey  Griffiths, 
the  company's  merchandising  man- 
ager, says,  "Sales  have  been  very  slow 
and  disappointing,  well  below  our 
expectations." 

Says  Lee  Isgur,  a  media  analyst  with 
Volpe  Welty  in  San  Francisco:  "They 
need  killer  tides."  Philips  is  trying.  It 
has  released  The  Joy  of Sex  and  a  steamy 
thriller  adult  game,  Voyeur,  on  CD-i. 
But  getting  software  developers  to 
write  for  the  medium  is  evidently  like 
pulling  teeth.  As  an  inducement,  Phil- 
ips has  had  to  underwrite  a  lot  of  their 
development  costs. 

Says  Harry  Fox,  who  used  to  run 
Philips'  personal  computer  business: 
"They  went  around  with  a  huge  mon- 
ey bag,  significantly  overpaying  soft- 
ware developers  and  making  a  lot  of 
people  rich  on  software  that  hasn't 
come  to  market." 

It's  too  early  to  write  off  the  CD-i  as 
another  Betamax,  but  it's  not  too 
early  to  draw  some  firm  conclusions 
from  Philips'  travails:  When  you've 
got  something  good,  get  it  to  market 
before  your  competitors  steal  a  march 
on  you;  and  when  you  bring  it  to 
market,  make  sure  that  you  have  given 
consumers  a  strong  reason 
to  want  to  buy  the 
product.  Mt 
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It  happened  to  PCs,  it's  happening  to  PC  software, 
and  it  could  happen  to  PC  networking  equipment: 
commoditization. 

Clones  strike 
again 


By  David  C.  Churbuck 

Vendors  of  networking  equip- 
oienl  companies  like  Cisco,  Cable- 
tron and  SynOptics — are  rolling  in 
money.  Sales  are  exploding  at  up  to 
100%  a  year.  Profit  margins  are  fat. 
The  stocks  are  up  al  least  1 ,000%  In  im 
their  five  year  lows. 

But  there  is  a  little  hole  in  this 
overnight  wealth.  A  lot  of  it  could 
vanish  almost  as  quickly  as  it  arrived, 
when  clones  appear  on  the  network 
Lng  scene  in  a  big  way.  They  are 
already  starting  to  show  up,  and 
Andrew  Ludwick,  president  and 
cofounder  of  eight  year-old  Syn- 
Optics Communications,  is  can 
did  about  the  dangers.  "A  hub  is  a 
hub  is  a  hub,'"  he  says.  Meaning:  If 
SynOptics    is    not    careful,  the 
networking  hardware  it  sells — at 
$800  to  $75,000  per  installa- 
tion   will   soon    be  competing 
with  discount  substitutes  costing 
maybe  a  third  less. 

For  now  ,  it  would  be  hard  not 
to  be  env  ious  of  Ludwick's  situa- 
tion. Value  I  ine  is  estimating  that 
SynOptics  netted  close  to  $100 
million  in  1993,  double  the  year  I 
earlier  figure,  on  revenue  of  $730 
million,  up  88%. 

The  company's  core  business  is 
making  and  selling  so-called  intelli- 
gent hubs.  Some  of  these  hubs  are 
clever  indeed,  but  the  simplest  hubs  at 
the  bottom  of  the  product  line  are 
quite  vulnerable  to  cheap  clones,  just 
as  expensive  IBM  PCs  became  vulnera- 
ble to  cheap  clones  in  the  1980s. 

What  exactly  is  a  hub?  This  is  a 
device  that  glues  together  groups  of 
personal  computers  into  a  local  area 
network.  Think  of  it  as  a  switchboard 
for  computers.  Just  as  a  modern-day 


PBX  is  a  fairly  expensive  software- 
packed  box  that  connects  telephones 
while  providing  extras  like  call  for- 
warding, a  smart  hub  connects  com- 
puters while  furnishing  valuable  fea- 
tures like  the  ability  to  diagnose 
breakdowns. 

Hubs  are  complex  pieces  of  equip- 
ment, and  you  wouldn't  exactly  ex- 
pect users  to  be  buying  them  off  the 
shelf  from  Kmart.  The  clones  none- 


SynOptics  President  Andrew  Ludwick 
"A  hub  is  a  hub  is  a  hub." 


theless  have  a  large  foot  in  the  door  of 
this  market.  That's  because  the  cus- 
tomers, corporate  personal  computer 
departments,  have  been  conditioned 
by  their  experience  in  PC  hardware 
and  software  to  expect  price  wars.  So 
they  insist  on  "open"  systems  con- 
forming to  networking  standards  that 
will  make  it  easy  to  use  clone 
hardware. 

"The  barriers  to  entry  in  hubs  con- 
tinue to  be  low,"  confesses  Ludwick. 
"Pressures  on  gross  margins  and  wor- 
ries about  cost  structures  are  a  good 


part  of  what  keeps  me  awake  at 
night." 

For  SynOptics  and  its  archrival, 
Cabletron  Systems — the  Ford  and  cm 
of  network  hubs — one  defensive  tac- 
tic is  to  catch  the  next  wave  in 
networking,  one  where  their  fat  re- 
search budgets  will  give  them  an  edge 
over  the  doners. 

SynOptics  is  plowing  back  10%  of 
revenue  into  research  and  develop- 
ment, enabling  it  to  offer  networks 
using  the  newfangled  asynchronous 
transfer  mode,  or  a  i  m  (FORBES,  Mar. 
2,  1992).  This  is  a  method  of  blending 
video,  sound  and  data  streams  over 
the  same  line  simultaneously.  There 
may  come  a  day  when  users  really 
need  the  power  of  this  new  technol- 
ogy, but  for  now  it's  more  talked 
about  than  purchased.  Ludwick  ad- 
mits, "ATM  is  a  chicken-and-egg  tech- 
nology waiting  for  an  application  to 
emerge  to  push  it  along." 

Perhaps  the  biggest  opportunity 
for  SynOptics  is  not  in  ATM  but  in  a 
variation  of  that  technology  known  as 
switched  F.thernet.  The  classic  local 
area  network  uses  a  single  cable  to 
serve  a  long  string  of  PCs;  if  two 
computers  want  to  transmit  data 
at  the  same  time,  one  has  to  wait  a 
fraction  of  a  second.  Switched 
Ethernet  eliminates  the  wait  by 
giving  each  PC  its  own  line  into  a 
central  hub.  SynOptics  has  been 
selling  switched  F.thernet  systems 
since  June  1993,  as  has  Cable- 
tron. Alas,  the  doners  are  already 
catching  on  to  that  technology. 

Finally,  the  Santa  Clara,  Calif. - 
based  SynOptics  can  do  what  IBM 
did  to  combat  the  clones:  Cut 
costs  and  stoop  to  their  price 
level.  It  helps  that  SynOptics, 
selling  through  value-added  re- 
sellers, already  has  a  lean  staff, 
with  sales  per  employee  exceeding 
$400,000. 

"By  cutting  out  the  overhead  of  a 
direct  sales  force,  SynOptics  is  well 
positioned  for  selling  commodity 
hubs,  but  the  question  is  can  they  go 
forward  with  that  distribution  strate- 
gy when  they  try  to  sell  switched 
technology  such  as  ATM,"  says  Paul 
Callahan,  an  analyst  at  Forrester  Re- 
search in  Cambridge,  Mass. 

Whatever  SynOptics1  defensive 
strategy,  it  is  clear  that  in  this  business 
the  easy  money  is  over.  MB 
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But  really, 
how  much  impact  can 

a  phone  system 
have  on  a  company's 
revenues? 

How's  357%  grab  you? 

Don't  believe  it?  Just  ask  West       we  installed  a  system  that  lets 


Mr  X  isn't  in?  How  could  Ms.  Y 


service  customers  faster? 


It  may  be  you  need  something 
as  sophisticated  as  a  telephone- 


to-computer  link.  Or  as  simple  as 


a  creative  way  to  use  voicemail 


In  the  end,  you  get  a  phone 
system  that  works  harder.  And  a 


Capital  Financial  Services. 


Their  revenues  are  tied 


agents  handle  nearly  four  times  as 


many  calls  a  day. 


directly  to  the  efficiency  of  their         As  a  result 


phone  system.  But  with  a  merely        they  were 


ordinary  phone 


system  and 


that  works  more  efficiently. 


Call  us  at  I-800-ROLM-I23. 


We'll  send  you  a  free  video 


a  tedious 


and  painful  ordeal. 


They  knew  there  had  to  be  a 


too  shabby  —  for 


a  phone  system 


You  see,  at 


ROLM  is  part  of  the  Siemens 
family.  The  world's  largest 
private  communication 
systems  manufacturer,  serving 
you  in  over  132  countries 
around  the  world. 
Talk  about  big  families. 


highlighting  a  number 
of  impressive  ROLM 
success  stories. 

Of  course,  you 
will  be  even  more 
impressed  when  you 
see  what  we'll  do 


better  way.  So  they  called  ROLM.        ROLM,  we  insist  on  learning 


for  your  business. 


And  we  did  something 
different.  We  asked  questions. 


every  last  detail  about  your 


business.  Who  calls  whom  at 


A  Siemens  Company 


We  observed  their  business.  And       what  time?  What  happens  if 


©1993  ROLM. 


COMPUTER  VENTURES 

COMPUTERS/COMMUHICflTIOHS 

Don't  leave  home 
without  this 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Imagine  how  much  cheaper  it  would 
be  to  keep  your  car  running  if  auto- 
mobiles were  built  from  standard 
parts.  Suppose,  for  example,  that  any 
carburetor,  taillight  lens  or  air  cleaner 
w  ould  fit  in  any  car,  no  matter  what 
the  model  or  year. 

Such  money-saving  convenience  is 
coming  to  the  world  of  computing, 
first  in  portables  and  then  in  desktop 
systems.  The  medium  is  a  little  device 
that  should  probably  be  called  a  slot 
card,  since  it  fits  into  a  slot  on  the  back 
of  a  computer.  The  official  name, 
which  should  be  abandoned  because 
it  gives  rise  to  an  unpronounceable 
acronym,  is  the  Personal  Computer 
Memory  Card  International  Associa- 
tion card. 

The  official  name  alludes  to  the  fact 
that  slot  cards  started  out  less  than 
three  years  ago  as  a  way  to  add  memo- 
ry to  portable  computers.  Memory 
was  packaged  on  thin,  3-inch-by-2- 
inch  cards  that  could  easily  be  slipped 
into  a  slot  in  the  side  of  the  computer, 
eliminating  the  need  to  open  the  case 
of  the  machine.  The  industry  associa- 
tion standardized  the  electronic  for- 
mat for  this  kind  of  memory.  Since 
then,  however,  the  card  standard  has 
expanded  to  include  all  manner  of 
attachments,  ranging  from  network 
connectors  and  modems  to  pagers 
and  hard  drives    each  about  the  size 


of  three  to  seven  credit  cards  stacked 
one  on  top  of  the  other. 

Not  all  of  these  slot  cards  operate- 
properly  in  every  brand  of  computer, 
but  the  interchangeability  is  signifi- 
cant. Compaq  Computer,  for  exam- 
ple, has  certified  that  some  140  differ- 
ent cards  work  with  its  new  Concerto 
line  of  notebook  computers. 

Slot  cards  are  a  hot  business.  New 
Media,  to  take  just  one  up-and-com- 
ing card  vendor  as  an  example,  sold 
its  first  card  just  over  a  year  ago.  It 
expects  sales  to  more  than  triple,  to 
$30  million,  in  the  year  ending  Mar. 
31.  In  1993,  3.7  million  PC  cards 
were  sold  worldwide,  according  to 
the  market  research  firm  AP  Re- 
search, up  from  450,000  units  in 
1992;  the  firm  expects  sales  of  60 
million  units  in  1997. 

These  days  the  big  volume  gains 
are  coming  from  communications 
cards:  data  modems,  fax  modems, 
pagers  and  adapters  that  connect  PCs 
to  local  area  networks. 

In  the  past  year  an  estimated  30 
different  data  and  fax  modem  cards 
have  reached  the  market  from  com- 
panies such  as  AT&T  Paradyne,  Intel, 
MagicRAM,  Megahertz  and  Multi- 
Tech  Systems.  Megahertz,  which 
claims  to  be  the  leading  vendor  of 
modems  for  laptop  computers,  cites 
the  shift  to  cards  as  the  major  factor 
in  an  expansion  that  it  boasts  will 
more  than  double  its  revenues,  from 
$53  million  to  $120  million,  in  the 
fiscal  year  ending  in  June.  The 
growth  story  helped  Megahertz  go 
public  at  $13.50  last  June,  and  the 
stock  has  been  trading  since  then  at 
around  $17.  Megahertz's  top-of- 
the-line  XJack  card,  featuring  a  re- 
tractable phone  jack  and  a  data 
transmission  speed  of  14,400  bits 
per  second,  sells  for  $399. 

In  wireless  modems — cards  that 
connect  portable  computers  to  the 
cellular  telephone  network — a  doz- 
en models  either  are  being  sold  or  are 


in  development  by  the  likes  of  Motor- 
ola, Proxim  and  RAM  Mobile  Data. 

Two  smaller  companies  stand  out 
in  pager  cards.  Radio,  Computer  & 
Telephone,  a  company  with  1 1  em- 
ployees, uses  a  technology  it  calls 
frequency  agility  to  tune  its  Pocket 
Page  Link  card  for  use  anywhere  in  the 
country.  Users  who  travel  from  one 
section  of  the  country  to  another  can 
adjust  the  frec|uency  with  software 
that  allows  them  to  tune  into  paging 
services  wherever  they  are. 

Another  startup  called  Wireless  Ac- 
cess has  introduced  the  first  paging 
card  with  the  antenna  completely  hid- 
den inside  the  card  case.  The  Access- 
Card  also  features  a  unique  object- 
oriented  communications  architec- 
ture that  the  company  says  will 
eventually  permit  multiple  communi- 
cations services,  such  as  over-the-air 
paging  and  over-wires  telephone  mo- 
dems, to  run  independently  on  the 
same  card. 

What  about  local  area  network 
adapters?  With  this  card  you  attach 
your  laptop  to  the  office  network 
when  you  get  back  from  a  business 
trip.  The  LAN  card  market  was  devel- 
oped and  is  still  dominated  by  Xir- 
com, whose  revenues  grew  40%,  to 
$83  million,  in  the  fiscal  year  just 
ended.  Xircom  holds  perhaps  75%  of 
the  portable  LAN  adapter  market,  and 
last  February  started  shipping  the  first 
PC  card  Ethernet  adapter.  But  now 
National  Semiconductor  and  IBM 
have  jumped  into  this  lucrative  busi- 
ness; all  told,  at  least  30  models  of 
local  area  network  cards  are  compet- 
ing for  business. 

In  the  near  future,  slots  for  PC  cards 
probably  will  become  common  on 
desktop  computers,  too.  Here  the 
convenience  has  nothing  to  do  with 
size  or  weight  and  everything  to  do 
with  interchangeability.  One  day,  as 
microelectronics  progresses,  it  should 
be  possible  to  incorporate  most  of  the 
operating  parts  of  a  computer  in  a  few 
slot  cards.  If  that  happens,  personal 
computers  might  consist  mainly  of  a 
box  and  viewing  screen.  All  the  other 
parts  of  the  system  would  be  con- 
tained on  interchangeable  cards  that 
would  allow  manufacturers  to  fill  cus- 
tom orders  instantly  and  provide  a 
completely  upgradable  and  convert- 
ible product.  I  just  wish  Detroit 
would  copy  the  idea.  Mi 
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Bobbing 
for  Apple 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Here  is  my  annual  report  to  readers  of 
this  column  on  what  happened  to  the 
stocks  recommended  in  it.  The  table 
summarizes  the  21  picks  suggested  in 
the  year's  monthly  columns,  begin- 
ning with  the  Dec.  9,  1992  issue.  The 
data  include  changes  in  bid  prices 
through  Dec.  8,  1993.  Bottom  line: 
an  average  gain  of  23.8%.  Over  this 
same  one -year  period,  the  Nasdaq 
industrials  gained  10.6%  and  the  s&P 
gained  7%.  Lotus  was  the  year's  best 
pick,  Apple  Computer  the  worst. 

What  did  I  learn  from  the  experi- 
ence? That  it's  not  a  bad  idea  to 
average  down — at  least  if  you  are  do- 
ing so  out  of  a  sense  of  conviction, 
rather  than  stubbornness  or  despera- 
tion. Consider  the  story  of  Apple. 

Apple  sank  almost  all  year,  from  an 
early  1993  high  near  65.  Expecting  a 
rebound  in  March,  I  recommended 
Apple  at  prices  near  57.  A  mistake. 
The  stock  rallied,  but  sold  off  sharply 
in  mid- July.  In  October  it  turned  up 
from  the  low  20s. 

I  recommended  the  stock  a  second 
time,  at  25,  in  early  October.  By  then, 
Apple- bashing  had  become  com- 
monplace in  articles  and  comments  in 
the  computer  and  popular  press. 

Signs  of  difficulty  at  Apple  were 
pretty  extensive.  They  included:  lay- 
offs; a  somewhat  tired  product  line; 
price  competition  from  Compaq,  IBM 
and  the  direct  marketing  houses;  and 


a  change  at  the  top  ( from  John  Sculley 
to  Michael  Spindler).  The  company 
introduced  a  pioneering  but  imma- 
ture technology  in  the  form  of  the 
Newton  MessagePad.  The  product 
was  badly  received  by  many  reviewers. 

But  not  just  any  set  of  facts  will 
move  a  stock.  They  have  to  be  new 
facts.  By  October  the  stories  of  Ap- 
ple's many  real  problems  had  all  been 
chewed  over  so  thoroughly  in  the 
press  as  to  have  become  a  familiar,  and 
therefore  harmless,  litany. 

In  the  financial  community,  mean- 
while, Apple's  September  report  of 
sales  of  $2.1  billion  came  in  as  a  mildly 
positive  surprise.  At  25.7%,  the  gross 
margin  fell  short  of  the  expected 
27% — but  good  news  begins  with 
good  sales  volume.  Moreover,  the 
company  was  rolling  toward  the  tradi- 
tionally strong  December  quarter. 


Annual  report 

Stock 

Date1 

Gain/loss2 

Lotus  Development 

2/2/93 

156.2% 

Computer  Network  Tech 

12/21/92 

109.0 

Micron  Technology 

5/24/93 

108.2 

Computer  Network  Tech 

3/29/93 

56.8 

Lam  Research 

3/29/93 

49.8 

Pyxis 

9/13/93 

48.0 

Boswell  Industries 

8/16/93 

41.4 

Elan  Corp 

12/21/92 

33.7 

Apple  Computer 

10/11/93 

26.2 

Corel  Corp 

12/6/93 

10.3 

IBM 

3/1/93 

6.7 

Parallan 

7/19/93 

6.1 

Elecs  for  Imaging 

12/6/93 

3.1 

Copley  Pharmaceutical 

11/8/93 

2.4 

Quidel 

5/24/93 

-1.0 

Microsoft 

3/29/93 

-1.6 

Cognex 

12/6/93 

-20.3 

Novell 

4/26/93 

-20.8 

Rainbow  Technology 

6/21/93 

-28.8 

Zeos  Intl 

3/1/93 

-40.2 

Apple  Computer 

3/1/93 

-44.6 

Portfolio  gain/loss 

23.8% 

'  Forbes  issue.  2  After  1%  commission. 

The  ride  was  a  little  bumpy,  but  the 
tech  stocks  recommended  here  in 
the  past  year  beat  the  market. 


The  promise  of  a  seasonal  sales 
improvement,  however,  is  not  the 
pivotal  issue  for  Apple's  stock.  What 
matters  far  more  is  the  company's 
scheduled  introduction,  in  March 
1994,  of  its  new  line  of  computers 
based  on  the  PowerPC  chip.  Apple's 
marketing  edge  has  historically  been 
in  operating  system  software.  This 
advantage  has  been  steadily  eroded 
by  the  ascendancy  of  Microsoft's  very 
similarly  conceived  Windows.  But 
Apple  is  about  to  switch  the  rules 
of  the  game.  For  the  first  time  its 
computers  will  have  as  a  primary 
selling  point  their  hardware  rather 
than  their  software. 

PowerPC  is  a  reduced  instruction 
set  processor,  and  it  is  fast.  It  is  billed  as 
faster  and  cheaper  than  Intel's  Pen- 
tium, for  example.  It  will  represent  a 
sea  change  for  Apple,  and  will  ulti- 
mately pervade  its  product  line.  There 
are  plenty  of  questions  about  how 
gracefully  such  a  big  product  transi- 
tion can  be  made,  but  it  does  seem  that 
bets  on  the  new  Apple  hardware  tech- 
nology are  nudging  the  stock  higher. 

The  modest  gain  in  Apple's  stock 
we  are  seeing  now  cannot  simply  be 
written  off  as  profit  taking  by  short- 
sellers,  or  accurately  characterized  as  a 
sucker's  rally.  Bruce  Lupatkin,  who  is 
director  of  research  at  Hambrecht  & 
Quist,  estimates  Apple's  revenues  for 
the  fiscal  year  ending  next  September 
at  $9.2  billion,  with  earnings  of  $258 
million,  or  $2.15  per  share.  That 
would  be  a  handsome  improvement 
over  fiscal  1993's  $8  billion  in  sales 
and  73  cents  in  earnings. 

Someone  who  followed  only  the 
first  of  this  year's  Apple  purchase 
recommendations  would  be  show- 
ing a  loss  of  44.6%.  In  contrast,  a 
reader  who  bought  more  Apple  on 
the  second  recommendation  in  Oc- 
tober would  be  waiting  out  a  more 
manageable  loss  of  9.2%  on  the  over- 
all position.  So  averaging  down  is 
not  necessarily  a  sin.  Sometimes 
it  works.  SB 
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Seldom  visited  by  Americans,  Malaysia's  Penang  offers 
history,  adventures  in  eating,  beaches  and  gorgeous 
scenery,  all  at  moderate  prices. 

Kipling  would 
recognize  it 


By  Andrew  Tanzer 


Chinese  Buddhist  temple  on  the  Malaysian  island  of  Penang 
England's  first  colony  in  the  region  remains  multicultural. 


PENANG  in  Malaysia  draws  more  than 
2  million  visitors  each  year,  but  sur- 
prisingly few  of  them  are  American.  A 
pity,  for  Penang  offers  a  diversity  of 
cultures,  fascinating  history,  exotic 
food,  tropical  scenery  and  the  best- 
preserved  English  colonial  architec- 
ture in  Southeast  Asia.  The  weather  is 
very  warm  year-round.  Prices  are  a 
bargain  for  foreigners,  the  locals  hos- 
pitable, and  English  is  widely  spoken. 

To  get  an  idea  of  Penang's  diversi- 
ty, take  a  stroll  south  along  Pitt  Street, 
in  Penang's  200-year-old  graceful  city 
of  George  Town. 

First  up  on  the  right:  St.  George's 
Church,  an  Anglican  church  designed 
for  the  tropics  and  built  in  1818  by 
convict  labor. 

A  block  south  is  die  Chinese  Bud- 


dhist Kuan  Yin  Temple,  shrouded 
with  incense  and  packed  with  Chinese 
praying  to  the  goddess  of  mercy. 

Another  block  south  is  the  Hindu 
Sri  Mariamman  Temple,  with  an  or- 
nately carved  stone  facade. 

Diagonally  across  the  street  is  the 
early  19th-century  Kapitan  Kling 
Mosque,  built  by  an  Indian  merchant. 

All  of  this  is  packed  into  a  turtle- 
shaped  island  that  lies  in  the  Straits  of 
Malacca  a  few  miles  off  the  northwest 
coast  of  peninsular  Malaysia.  Penang 
(pop.  1 . 1  million)  has  its  own  interna- 
tional airport  connected  by  nonstop 
flights  to  Hong  Kong,  Bangkok,  Sin- 
gapore and,  of  course,  Kuala  Lumpur, 
which  is  only  250  miles  away. 

There's  plenty  of  atmosphere  to 
soak  up.  George  Town  still  has  its 


colonnaded  AigloTndian  mansions, 
row  after  row  of  colonial-era,  terracot- 
ta-roofed, two-story  Chinese  shop- 
houses  and  dozens  of  Chinese  temples 
and  ornately  carved  clan  houses. 

Penang  was  established  in  1786  by 
Francis  Light,  an  English  trader  and 
adventurer  seeking  a  harbor  for  the 
British  East  India  Co.  fleet  on  the 
long  run  from  Madras  to  Canton.  In 
1826  the  East  India  Co.  combined 
Singapore,  Penang  and  Malacca  into 
one  administrative  unit,  the  Straits 
Settlements. 

Singapore  is  richer  today,  but  Pe- 
nang has  done  a  far  better  job  preserv- 
ing its  heritage.  There  are  a  number  of 
must-see  sites.  The  Eastern  &  Orien- 
tal Hotel — E&O,  for  short — with  its 
faded  elegance  and  old-world  atmo- 
sphere, huge  ceiling  fans  and  palm- 
lined  seafront,  is  a  vivid  reminder  of 
the  English  colonial  days.  Built  in 
1885  by  the  Armenian  Sarkies  broth- 
ers, who  also  owned  the  Strand  Hotel 
in  Rangoon  and  the  better-known 
Raffles  Hotel  in  Singapore,  the  E&o 
attracted  guests  such  as  Rudyard  Kip- 
ling and  Somerset  Maugham.  Superi- 
or rooms  start  at  $70. 

For  examples  of  colonial-era  Chi- 
nese shophouses,  stroll  around  Chi- 
natown streets  such  as  Chulia  and 
Campbell,  where  you  can  shop  for 
pewter,  batik,  handicrafts  and  an- 
tiques. Millionaires'  Row,  today 
called  Jalan  Sultan  Ahmad  Shah  bou- 
levard, is  lined  with  turn- of- the -cen- 
tury English-inspired  mansions, 
mostly  built  by  wealthy  Chinese. 

Perhaps  the  most  fascinating  Chi- 
nese structure  on  the  island  is  Khoo 
Kongsi,  a  magnificent  Chinese  clan 
house  in  George  Town  built  around 
the  turn  of  the  century.  Clan  associa- 
tions brought  together  Chinese  im- 
migrants for  ancestor  worship,  mutu- 
al help  and  often  joint  business  invest- 
ment. Khoo  Kongsi,  built  by  migrants 
from  a  village  in  Fujian  Province,  has 
sketches  of  Chinese  legends  and  intri- 
cately carved  walls,  pillars  and  roofs. 

For  scenic  beauty,  first  stop  should 
be  Penang  Hill,  a  jungle-carpeted 
mountain  that  rises  a  half-mile  up  in 
the  center  of  the  island,  developed  as  a 
retreat  for  British  civil  servants  in  the 
old  days  and  still  offering  a  cool  break 
from  the  island's  tropical  heat.  To 
climb  the  hill  you  take  a  30-minute 
funicular  ride  past  temples,  bunga- 
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lows  and  thick  forests.  From  the  top 
you  can  enjoy  a  panoramic  view  of  the 
island  and  harbor  while  sipping  tea  on 
the  veranda  of  the  Bellevue  Hotel. 
Energetic  travelers  can  tackle  jungle 
hiking  trails. 

Penang  Botanical  Gardens,  estab- 
lished in  1884,  is  planted  with  hun- 
dreds of  species  of  tropical  trees  from 
around  the  world  and  is  also  well 
worth  visiting.  Visitors  in  the  early 
morning  or  late  afternoon  are  likely  to 
be  entertained  by  herds  of  mischie- 
vous long-tailed  monkeys,  which  de- 
scend from  the  forested  hills. 

Beaches?  Yes.  Palm-fringed  beau- 
ties on  the  north  coast.  The  fanciest 
resort  is  the  Penang  Mutiara,  a  5 -star 
hotel  with  single  rooms  starting  at 
$140;  the  Mutiara  is  a  good  40-min- 
ute  drive  from  downtown.  The  com- 
fortable Rasa  Sayang  is  closer  to  town. 
Rooms  facing  the  sea  start  at  $140, 
and  the  hotel  opened  a  new  luxury 
wing  in  December. 

The  sparsely  populated  west  side  of 
the  island  is  interesting  for  its  views  of 
Malay  villages,  rubber  plantations, 
nutmeg  groves  and  fruit  orchards 
with  abundant  crops  of  tropical  fruits 
such  as  durian,  jackfruit,  mangosteen 
and  rambutan. 

Eating  in  Penang  can  be  an  adven- 
ture. The  island's  inexpensive  out- 
door stalls  hawk  a  colorful  variety  of 
Chinese,  Indian  and  Malay  dishes,  as 
well  as  nyonya  food,  a  local  cuisine 
with  combined  Chinese,  Thai  and 
Malay  influences.  Typical  nyonya 
dishes  are  spicy  wheat  or  rice  noodles, 
such  as  laksa,  which  is  rice  noodles 
cooked  with  coconut  milk  gravy, 
topped  with  mint  leaves  and  prawn 
paste.  Sanitary  conditions  are  good, 
and  dishes  run  a  few  dollars  each. 

For  something  a  bit  more  formal, 
try  Oriental  Seafood  Bonanza,  a  vast 
Chinese  restaurant  on  Gurney  with 
outdoor  tables  overlooking  the  sea. 
Dinner  for  two,  including  local  beer, 
should  run  about  $35  at  this  fresh 
seafood  restaurant. 

Penang's  economy  is  growing  at 
over  10%  a  year,  as  manufacturers  like 
Intel,  Motorola,  Seagate,  Hewlett- 
Packard,  Bosch,  Sony  and  Hitachi 
expand.  With  such  prosperity  comes 
increased  pressure  from  developers  to 
rebuild  the  old,  historic  parts  of  town. 
The  best  time  to  visit  this  charming 
island  may  be  now.  m 


Are  those  pieces  of  old  cut  glass  around  the  house 
worth  a  lot?  Depends  on  where  you  live. 


Rich 
cut  glass 


By  Christie  Brown 

American  brilliant  cut  glass — dia- 
mond-patterned stemware,  plates, 
bowls  and  decanters — was  all  the  rage 
from  1880  to  1920.  It's  what  your 
great-aunt  Amelia  got  as  a  wedding 
present.  What  is  it  worth  today? 

Not  much  in  the  Northeast.  "We 
have  no  market  for  it,"  says  Wiebke 
Moore,  of  Sotheby's  arcade  sales  in 
New  York.  But  it's  a  different  story  in 
the  Midwest  and  South,  where  collec- 
tors pay  dearly  for  prized  pieces.  At 
the  Woody  Auction  Co.  in  Douglass, 
Kans.,  which  holds  four  auctions  of 
cut  glass  every  year,  recent  prices  in- 
cluded $2,250  for  an  ice  bucket, 
$4,100  for  a  carafe  and  matching 
tumbler  and  $23,000  for  an  elaborate 


punch  bowl  set  with  12  cups. 

"A  7-inch  cut  glass  plate  that  sold 
for  $400  ten  years  ago  now  brings 
over  $2,000  easily,"  says  Larry  Allee, 
a  dealer  in  Cincinnati,  Ohio.  "We're 
fools  for  glass  out  here." 

He  means  glass  from  the  brilliant 
period,  from  1880  to  1920,  which 
featured  deeply  mitered  cuts  in  intri- 
cate patterns  of  stars,  rosettes  and 
pinwheels.  First  introduced  at  the 
1876  Philadelphia  Centennial  Expo- 
sition, the  new  genre  was  advertised  as 
"rich  cut  glass" — meaning  both  rich- 
ly cut  and  meant  for  the  rich.  Leading 
firms  included  Dorflinger  Glass  Co. 
of  White  Mills,  Pa.  and  Libbey  Glass 
Co.  of  Toledo,  Ohio.  In  Corning, 


Collectors  Jerry  and  Robert  Hampton 
Most  pieces  cost  them  $3,000  to  $8,000 


Forbes  ■  January  3,  1994 


95 


N.Y.  there  were  several  notable  mak- 
ers, including  Corning  Glass  Works, 
J.  Hoare  &  Co.,  O.F.  Eggington  Rich 
Cut  Glass  Co.  and  T.G.  Hawkes  & 
Co.  By  1900  there  were  some  300 
glass-cutting  firms  in  the  country, 
churning  out  thousands  of  different 
patterns  on  everything  from  celery 
dishes  to  powder  boxes  to  lamps. 

By  1920  changing  tastes,  high  la- 
bor costs  and  cheap  imitations  had 
ended  the  vogue.  Growing  up  in 
Chattanooga,  Tenn.,  Robert  Hamp- 
ton didn't  pay  much  attention  to  all 
the  cut  glass  his  grandmother  and 
mother  had  been  given  as  wedding 
presents.  Now  71  and  living  in  West 
Chester,  Pa.,  the  former  chairman  of 


ABOVE: 

Green  cracker  jar,  8  inches  high 
Color  triples  the  value 
of  cut  glass. 

LEFT: 

Decanter,  21  inches  high, 
wine  glass  and  vase 
To  spot  fakes, 
collectors  use  a  black  light. 


the  Civil  Service  Commission  under 
Nixon  and  Ford  loves  it.  Over  the  last 
ten  years  Hampton  and  his  wife,  Jerry, 
have  amassed  one  of  the  best  collec- 
tions in  the  country,  over  400  pieces, 
including  a  few  he  inherited:  decant- 
ers, lamps,  punch  bowls,  goblets, 
powder  boxes,  cologne  bottles,  even  a 
cigar  cutter  made  of  cut  glass. 

The  couple  has  found  its  best  buys 
along  the  East  Coast,  in  shops,  flea 
markets  and  estate  sales.  A  few  years 
ago  they  bought  a  pitcher  at  a  local 
auction  for  $400.  "It  was  worth 
$3,500  to  a  collector,"  grins  Hamp- 
ton. But  the  Hamptons  often  pay 
$3,000  to  $8,000  for  pieces  they 
want.  Some  of  their  best  sources  are 


Woody's  auctions  and  such  dealers  as 
Robert  W.  Hall  in  Wichita,  Kans.  and 
Chester  Cassel  in  Newark,  Del. 

Many  collectors  got  burned  in  the 
mid-1980s  when  excellent  fakes  of 
about  40  popular  patterns  suddenly 
appeared.  Although  the  market  for 
stuff  under  $500  was  not  affected,  the 
top  of  the  market  took  a  nosedive. 
But,  says  Roger  Early  of  Cincinnati, 
who  holds  regular  auctions  of  cut 
glass:  "It's  largely  recovered  now." 

There's  a  simple  device  for  detect- 
ing high-end  fakes:  a  black-light  flash- 
light, readily  available  in  hardware 
stores.  Authentic  pieces  fluoresce  un- 
der black  light  because  more  natural 
minerals  were  in  the  sand  used  in  the 
old  days.  The  sand  used  in  new  fakes 
won't  fluoresce. 

The  Hamptons  rarely  use  what  they 
collect — if  pieces  are  chipped  or 
marred,  the  value  plummets.  When 
they  do  use  a  piece  it  never  sees  the 
inside  of  a  dishwasher.  The  hot  water 
could  explode  the  glass.  So  every  year 
the  Hamptons  dedicate  hours  to 
washing  the  items  by  hand.  When  the 
light  bounces  off  the  facets  and  turns 
their  collection  into  a  prism  of  light, 
washing  seems  small  penance. 

The  American  Cut  Glass  Associa- 
tion holds  annual  conventions  and 
puts  out  a  monthly  newsletter.  (Dues 
are  $25  annually;  contact  Kathy  Em- 
merson,  P.O.  Box  482,  Ramona, 
Calif.  92065.)  The  Corning  Glass 
Museum  in  Corning,  N.Y.  has  the 
best  public  collection  of  glass  in  the 
country.  They  will  try  to  identify  glass 
you  own  if  sent  a  photo,  but  do  not 
give  appraisals.  Address:  One  Muse- 
um Way,  Corning,  N.Y.  14830.  WM 


Glass  tumblers 

How  COLLECTIBLE  is  oth- 
er famous  glassware?  Here 
is  a  rundown: 

Steuben.  With  post- 
19308  stuff,  the  clear,  col- 
orless crystal,  you'll  do 
well  to  get  half  the  new  re- 
tail price. 

Started  in  1903,  Steu- 
ben was  made  famous  by 
Frederick  Carder,  a  Brit- 
ish designer  who  was  hired 
to  run  the  company  in 


1903.  He  designed  irides- 
cent, colored  glass  pieces 
in  art  nouveau  styles.  After 
Carder  retired  in  1933, 
Steuben  stopped  making 
colored  glass. 

The  Carder-era  art 
nouveau  style  Steuben  is 
sought  after.  "We  sell  a 
lot  of  Carder  pieces  for 
$10,000  to  $12,000 
each,"  says  Cincinnati  auc- 
tioneer Roger  Early. 

Baccarat  and  Val 
Saint  Lambert.  The  famous 


French  and  Belgian  glass- 
makers  do  worse  than  Steu- 
ben on  the  secondary 
market.  Stemware  fetches 
about  $15  per  stem. 

Wat  erf  or d.  Think  you 
own  Waterford?  Think 
again.  "About  75%  of  the 
'Waterford'  in  this  country 
isn't  authentic,"  says  Jane 
Shadel  Spillman,  curator  of 
the  Corning  Museum  of 
Glass.  "I  don't  know  who 
made  it." 

The  town  of  Water- 


ford, Ireland  has  been  a  fa- 
mous glassmaking  center 
since  the  1770s.  However, 
all  the  firms  went  out  of 
business  by  1852.  No  glass 
was  produced  there  until 
around  1950,  when  the 
Waterford  Glass  Co. 
started  up. 

With  all  the  confusion, 
Waterford  stemware  isn't  in 
much  demand  among 
collectors,  bringing  about 
$15  apiece  at  auction. 
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"As  a  father,  I  have  the  same  concerns 
that  you  do  about  paying  for  college!' 

/yd  ^^t^, 

If  you  want  to  achieve  long-term  goals,  you  need  a  mutual  fund  with  companies  that  can  go  the 
distance.  We  believe  the  key  to  success  is  to  invest  in  a  mutual  fund  which  owns  companies  with  a  rising  stream 
of  earnings  that  indicate  they  know  how  to  prosper  not  only  in  the  short  term,  but  in  the  long  term  as  well. 

Our  performance  pays  off  with  high  marks.  The  Fortune®  1994  Investors'  Guide  reported  the  annual  rate  of 
return  of  both  growth  and  growth  and  income  funds,  after  any  sales  loads  and  taxes*  for  the  three-year  period  ending 
August  31, 1993.  The  Berger  100  Fund,  with  a  32.7%  rate  of  return,  ranked  second  out  of  193  growth  funds,  and  the 
Berger  101  Fund,  with  a  23.3%  return,  ranked  first  out  of  114  growth  and  income  funds. 

If  our  thinking  complements  your  own,  the  next  step  is  to  see  which  Berger  Fund  is  right  for  you. 


ANNUALIZED  PERFORMANCE 


Berger  100 
Fund 

1  Year 
41.0% 

3  Years 
40.3% 

5  Years 
27.6% 

10  Years 
15.4% 

15  Years 
16.4% 

19  Years** 
16.2% 

Berger  101 
Fund 

1  Year 
26.5% 

3  Years 
29.4% 

5  Years 
16.6% 

10  Years 
12.6% 

1 5  Years 
13.2% 

19  Years** 
14.3% 

Source:  Lipper  Analytical  Services,  Inc. 

The  Berger  100  is  a  growth  fund  and  offers  an  ideal  vehicle 
to  invest  in  what  we  think  are  the  best  of  the  current  faster- 
growing  companies. 

The  Berger  101  is  a  growth  and  income  fund  which  tends 
to  own  larger  companies  whose  growth  is  often  confirmed 
by  a  record  of  paying  dividends. 


You  can  open  an  account  with  as  little  as  $250. 

All  it  takes  to  add  to  an  existing  account  is  $50.  If  you 
prefer,  you  can  even  choose  an  automatic  monthly 
investment  plan  (for  as  little  as  $50  a  month). 


Please  rail  (800)  333-1001 

We'll  send  you  a  Berger  Investors'  Kit. 
It  will  contain  a  prospectus. 
Read  it  carefully  before  investing. 


i 


Rod  Linafelter. 
Vice  President 
and  Co-manager 
of  the  Berger 
Funds,  with  his 
two  children. 


The  Berger  Funds 


Past  performance  shows  the  funds'  history  and  does  not  guarantee  future 
results.  The  figures  include  changes  in  share  price  and  reinvestment  of 
dividends  and  capital  gains,  which  will  fluctuate  so  that  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  figures 
include  the  deduction  of  12b-1  fees  beginning  in  June,  1990.  Periodic 
investment  plans  do  not  assure  a  profit  and  do  not  protect  against 
loss  in  declining  markets.  "Annual  rates  of  return  were  calculated  by 
Morningstar  in  each  category,  net  of  taxes,  assuming  a  28%  rate  on 
capital  gains  and  income  distributions.  "Berger  Associates  assumed 
management  of  the  fund  9/30/74.  Source:  Lipper  Analytical  Services,  Inc. 

©  1994  The  Berger  Funds  FOR  1 0394 


tninu  mc  nuunco 


N  R.HAYES 


Blue  no  more 

When  Leonard  Schacffer  took  over 
Blue  Cross  California  in  1986,  the 
nonprofit  health  insurer  was  on  its 
way  to  losing  $165  million  a  year. 
Worse,  his  managers  had  not  a  clue 
what  to  do.  Schaeffer,  now  48,  began 
by  asking  the  plan's  officers  what  busi- 
ness Blue  (  loss  was  in.  "I  thought 
they  would  say  health  insurance,''''  he 
recalls.  "But  they  didn't.  They  said, 
'We're  in  the  business  of  being  Blue 
Cross.'  And  that's  not  a  business,  you 
know?  That's  sort  of  a  hobby." 

Schaeffer  had  some  experience  in 
health  care  reform.  Under  President 
Carter,  he  had  reorganized  the 
Health  Care  Financing  Administra- 
tion, the  umbrella  organization  cov- 
ering Medicare  and  Medicaid.  Then 
only  33,  the  Princeton  graduate  had 
already  served  as  state  budget  director 
for  Illinois,  as  a  vice  president  at  Citi- 
bank and  as  assistant  secretary  at  HEW. 

At  Blue  Cross,  Schaeffer  brought  in 
new  management  and  slashed  the 
staff  of  the  Woodland  Hills,  Calif, 
company  to  3,500  from  6,000.  More 
important,  he  changed  Blue  Cross' 
business  from  selling  indemnity 
health  insurance  to  running  managed 
care  services,  which  now7  account  for 
95%  of  revenues.  Under  a  for-profit 
subsidiary  called  WellPoint  Health 
Networks,  Schaeffer's  health  mainte- 


nance and  other  related  organizations 
cover  2.2  million  customers. 

That  carries  a  lot  of  weight  with  the 
310  hospitals  and  34,000  physicians 
he  deals  with.  WellPoint  pays  about 
55%  of  hospitals'  standard  billing  rate. 
Last  May  Schaeffer  notifed  his  doc- 
tors that  he  was  cutting  specialist  fees 
by  an  average  of  6%.  "We  lost  only  75 
physicians,"  he  says.  "So  the  notion 
of  having  some  marketplace  influence 
has  been  demonstrated." 

Early  in  1993  Schaeffer  raised  $517 
million  by  selling  20%  of  WellPoint  to 


ABOVE: 

William  Williams, 
of  Harry  &  David 
Vertical 
integration 
in  direct 
marketing. 


LEFT: 

Leonard  Schaeffer, 
Blue  Cross  California 
There's  more 
to  business 
than  just  being 
Blue  Cross. 


the  public.  Now  sitting  on  $1.6  bil- 
lion in  cash,  he's  buying  a  workers' 
compensation  company,  Unicare,  for 
$154  million  and  is  looking  at  more 
acquisitions.  Does  that  include  some 
of  the  more  traditional  Blue  Cross 
plans  outside  California?  "I  got  26 
lawyers  telling  me  to  be  vague,"  says 
Schaeffer.  "So  I'm  vague." 

Season's  eatings 

Christmas  has  once  again  hit  Med- 
ford,  Ore.,  home  of  Harry  &  David, 
the  number  one  food  catalog.  William 
Williams,  who  runs  the  catalog,  has 
hired  5,000  extra  workers,  up  from 
700  year-round,  to  handle  1  million 
holiday  orders.  About  a  third  of  those 
sales  are  to  corporate  accounts,  mak- 
ing Williams'  Fruit-of-the-Month 
Club  perhaps  the  most  popular 
Christmas  office  gift  in  the  country. 

Brothers  Harry  and  David  Holmes 
started  the  company  after  inheriting 
their  father's  pear  orchard  in  1914. 
The  mail-order  business  was  born  in 
1934,  after  Harry  made  a  sales  trip  to 
New  York  that  resulted  in  467  Christ- 
mas orders.  Two  years  later  they  had 
37,000  orders.  In  the  early  1940s 
they  launched  Fruit-of-the-Month — 
a  subscription  of  fresh  fruit.  Candies 
and  baked  goods — all  prepared  on 
site — were  added  later.  The  catalog 
now  offers  315  items,  ranging  from 
crystal  candlesticks  at  $9  to  a  deluxe 
Fruit-of-the-Month  basket  for  $290. 
"We're  vertically  integrated,"  says 
the  laconic  Williams,  45.  "That's 
unique  in  this  industry." 

The  Holmes  family  sold  out  in 
1984.  Williams  was  hired  by  the  cur- 
rent owner,  San  Francisco's  Shaklee 
Corp.,  in  1988.  A  graduate  of  Okla- 
homa State  University,  he  spent  his 
entire  career  at  Dallas'  Neiman  Mar- 
cus, winding  up  as  head  of  its  exclu- 
sive mail-order  division. 

Williams'  big  move  is  taking  the 
catalog  retail.  He's  opened  9  stores 
and  plans  12  more  in  1994.  The  extra 
sales  are  nice — $10  million  on  top  of 
$135  million  in  catalog  sales.  But 
Williams  hopes  the  stores  will  also 
give  Harry  &  David  a  more  even  sales 
flow  throughout  the  vear.  "Between 
Thanksgiving  and  Christmas,  we  do 
75%  of  our  sales.  That  kind  of  peak 
period  is  awfully  hard  on  the  arteries," 
he  says.         -Nancy  Rotenier  Hi 
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IT'S  AMAZING  WHAT  PEOPLE  CAN  ACCOMPLISH 
WHEN  THEY  WORK  TOGETHER. 


Competing  in  today's  marketplace 
requires  a  tremendous  investment 
in  information  and  technology.  Unfor- 
tunately, for  many  organizations,  this 
investment  has  yet  to  pay  off  in  a  way 
that  significantly  benefits  their  people 
and  organization.  The  reason?  Frag- 
mented, inefficient  systems.  ■  We 
understand  the  complexities  of  this 
situation,  including  the  importance 
of  bringing  people  and  information 
systems  together  and  doing  it  eco- 
nomically. Because  we're  an  open 
systems  integrator,  we  can  evaluate 
your  situation  objectively  and  provide 
you  with  powerful,  tailored  solu- 
tions— while  helping  you  retain  as 
much  of  your  original  information 
technology  investment  as  possible. 

■  Like  you,  we  measure  success  on 
return  on  investment  and  we  believe 
accountability  is  crucial.  We  also 
believe  in  Brainwarerthat  is,  our 
experience  and  expertise  in  integrat- 
ing the  most  intelligent,  cost  effective 
solutions  into  an  organization. 

■  Solutions  that  can  help  streamline 
a  company.  Solutions  that  often 
result  in  extraordinary  breakthroughs 
in  productivity.  ■  Interested?  Call 
1-800-257-OPEN.  Together,  who  knows 
what  amazing  things  we'll  accomplish. 


CONTROL 
DATA 

The  Integration  Company 


©1993  Control  Date  Systems,  Inc. 


Nineteen  ninety-three  was  the  year 
when  shareholders  and  boards  of  directors 
showed  the  boss  who  was  boss. 


Good-bye  to 
Berk  &  Means 

By  Dana  Wechsler  Linden  and  Nancy  Rotenier 


IN  THE  World  War  II  classic  Twelve 
0}(  'lurk  Hijjb,  Gregory  Peck  saves  die 
day  when  his  commander  shoves  out 
the  incumbent  and  puts  the  Peck 
character  in  command  of  a  bomber 
group  that  has  been  suffering  unac- 
ceptably  heavy  casualties.  It  was  a 
bold  move  because  Peck's  predeces 
sor  was  a  good  fellow  who  always  had 
a  good  excuse  for  not  performing. 

Peck  knocks  heads,  rallies  the 
troops — and  quickly  gets  things  back 
under  control. 

The  film  has  long  been  shown  at 
the  nation's  military  academies  and  at 
the  I  [arvard  Business  School  because 


The  year  heads  rolled 

A  chain  of  events  over  the  last  decade 
fueled  the  growth  of  shareholder 
activism  —  and  the  responsiveness  of 
corporate  boards  to  shareholders' 
concerns.  In  1993  boards  responded 
with  a  vengeance.  Over  the  past  12 
months  eight  prominent  chief 
executives  lost  their  jobs.  The  charts  at 
right  illustrate  why. 


oft  he  lessons  it  has  to  teach  on  leader- 
ship and  the  importance  of  account- 
ability. But  maybe  it's  becoming  re- 
quired boardroom  viewing,  too,  con- 
sidering what  erupted  on  the 
corporate  scene  last  year.  Suddenly 
directors  were  no  longer  accepting 
excuses  for  subpar  company  perfor- 
mance; they  were  actually  firing  the 
Big  Boss.  Twelve  O'Clock  High  had 
invaded  the  boardroom. 

It  was  about  time.  For  too  long  in 
the  U.S.  corporate  world,  boards  had 
sat  passively  while  chief  executives 
blamed  below-par  performance  on  all 
manner  of  things:  recessions,  foreign 

March  7, 1984: 

Texaco  pays  greenmail.  The 

company  repurchases  the 

Bass  brothers'  9.9%  stake  in 

the  company  for  $1.3  billion, 

28%  over  market  value.  Jesse 

Unruh,  treasurer  of  California 

and  a  Calpers  trustee,  goes 

berserk.  Calpers  is  one  of 
I  Texaco's  largest  shareholders. 
I  Recalls  Dale  Hanson,  current 
I  CEO  of  Calpers:  "Texaco  and 
1  greenmail  was  the  defining 
i  moment." 


exchange  fluctuations,  strikes,  disap- 
pointing product  introductions. 
Chief  executives  would  sometimes 
fire  vice  presidents  in  the  way  that 
Stalin  would  shoot  commissars,  but 
the  boss  tended  to  be  sacrosanct. 

No  more.  Today  the  boss,  like  his 
subordinates,  is  at  risk.  Only  weeks 
ago,  Anthony  D'Amato  of  Borden 
joined  a  remarkably  long  list  that  in- 
cluded John  Akers  of  IBM,  Kay  Whit- 
more  of  Eastman  Kodak,  John  Sculley 
of  Apple  Computer,  Paul  Lego  of 
Westinghouse  Electric  and  James 
Robinson  III  of  American  Express, 
among  others. 


April  1987: 

The  Council  of 
Institutional  Investors, 
founded  by  Unruh,  | 
meets  in  Santa  Monica. 
In  attendance:  members 
of  the  Business  Round 
Table,  including  attorney 
Ira  Millstein,  and  dozens 
of  public  pension  fund 
representatives. 
Millstein  presses  funds 
to  focus  more  on 
issues  of  corporate 
governance  and  less  on 
social  issues. 


1985       I       1986  1987 


Late  1980s: 

S&L  crisis  hits.  The  Federal 
Home  Loan  Bank  Board 
pressures  Congress  to  institute 
stiffer  penalties— personal  assets 
and  jail  time— for  S&L  board 
members  and  insiders  who 
mismanage  shareholder  assets. 
Recalls  John  McElwee,  director 
and  retired  CEO  of  John 
Hancock:  "The  regulators  were 
so  draconian  that  there  was  an 
immediate  awareness  among 
boards  that  things  were 
changing." 
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Never  have  so  many  heads  fallen,  in 
such  quick  succession,  at  so  many  hig 
companies;  never  have  so  many  been 
so  rudely  thrust  from  power. 

It  was  a  reversal  of  historic  propor- 
tions. Over  60  years  ago,  economists 
Adolf  Berle  and  Gardiner  Means  put 
forth  a  fundamental  and  influential 
theory  that  was  to  characterize  the 
nature  of  entrenched  corporate  man- 
agement in  this  country  for  decades. 
In  their  now  classic  1932  book,  The 
Modern  Corporation  and  Private 
Property,  Berle  and  Means  wrote  that 
American  capitalism  was  in  a  different 
phase  than  it  was  in  its  earlier,  entre- 
preneurial days.  They  described  "the 
translation  of  perhaps  two-thirds  of 
the  industrial  wealth  of  the  country 
from  individual  ownership  to  owner- 
ship by  the  large,  publicly  financed 
corporations." 

This  shift  in  ownership,  they  ex- 
plained, had  shifted  power  away  from 
owners — armies  of  faceless,  powerless 
stockholders — and  into  the  hands  of 
professional,  self-perpetuating  man- 
agements who  would  pick  their  own 
successors  and  be  answerable  mainly 
to  themselves.  Executives,  once  the 
hirelings  of  powerful  entrepreneurs, 
would  be  transformed  into  "princes 
of  industry." 

Berle  and  Means  cited  Adam 
Smith,  who  wrote  in  his  seminal  trea- 
tise, The  Wealth  of  Nations,  that  the 
invisible  hand  applied  only  to  organi- 
zations owned  and  managed  by  the 
same  person.  "Being  the  managers 
rather  of  other  people's  money  than 
of  their  own,  it  cannot  well  be  expect- 
ed that  they  [professional  managers] 
should  watch  over  it  with  the  same 


anxious  vigilance." 

For  decades,  the  corporate  world 
behaved,  at  least  in  part,  the  way  Berle 
and  Means  said  it  would.  While  pay- 
ing lip  service  to  the  "best  interests  of 
shareholders,"  many  major  corpora- 
tions acted,  in  fact,  in  the  best  inter- 
ests of  the  people  who  ran  the  compa- 
ny. This  led  to  some  rotten  diversifica- 
tion aimed  at  evening  out  cycles  in  the 
basic  business,  but  these  moves  often 
turned  out  to  be  bad  investments.  It 
led  to  often  senseless  expansion  using 
money  that  might  better  have  been 
returned  to  shareholders. 

Survival  of  the  management  was 
often  the  real  goal,  not  maximization 
of  long-term  profitability.  Hence  the 
continuation  in  office  of  many  a  chief 
executive  fathead  with  a  captive  and 
cowed  board. 

And  it  produced  some  stratospher- 
ic executive  paychecks  that  bore  no 
relation  to  company  performance,  ex- 
cess payments  that  cost  even  more  in 
bad  publicity  than  in  money. 

A  clever  writer  but  a  fuzzy  thinker, 
Harvard  professor  John  Kenneth  Gal- 
braith  made  his  name  partly  building 
on  Berle  and  Means  and  describing 
big  corporations  as  autonomous, 
powerful  organizations,  self-financ- 
ing and  bureaucratic.  So  powerful 
would  they  become  that  they  could 
set  prices  where  they  wanted  to  set 
them  and  produce  what  they  wanted 
rather  than  what  the  market  wanted. 


KEY:  (1/31/91=100) 
S&P  500 


1990: 

Shareholders  target 
ITT  for  excessive 
executive 
compensation, 
withholding  votes  from 
the  company's  slate  of 
directors  at  the  annual 
meeting.  Says 
investor/activist  Nell 
Mi  now:  "The  ITT  vote 
educated  everyone  on 
who  the  villains  were. 
Bad  pay  is  a  symptom 
of  a  bad  board." 


October  15, 1992: 

The  Securities 
&  Exchange 
Commission  adopts 
new  regulations 
virtually  eliminating 
restrictions  on 
communication 
among  shareholders 
of  a  company. 


Stock  performance 

(Through  announcement  of 
chief  executive's  departure) 


October  26, 1992: 

The  ousting  of  General 
Motors  Chief  Executive 
Robert  Stempel  sets 
heads  rolling.  Other 
boards  begin  thinking: 
If  GM  can  do  it, 
anyone  can. 

+22 


This  latter  conclusion  was,  of  course, 
nonsense,  but  several  generations  of 
college  students  passed  through  the 
ivied  halls  and  came  out  regarding 
Galbraith  as  gospel. 

But  some  funny  things  were  hap- 
pening that  were  to  make  Galbraith 
look  ridiculous  and  Berle  and  Means 
outdated. 

Way  back  in  1976  the  sage  Peter 
Drucker  noticed  that  the  nature  of 
ownership  of  the  big  corporations  was 
changing.  He  wrote  about  the 
changes  in  his  book  The  Unseen  Revo- 
lution. Shareholdings,  he  noted,  were 
becoming  more  concentrated,  less 
diffuse. 

In  1970  institutional  investors  al- 
ready owned  19%  of  the  equity  in 
American  businesses.  Drucker  pre- 
dicted that  that  number  would  vastly 
increase— and  so  it  has.  Today  institu- 
tional investors,  primarily  large  pen- 
sion funds,  control  nearly  50%  of  the 
stock  of  the  country's  large  business- 
es. In  some  companies,  this  number 
far  exceeds  50%.  At  American  Ex- 
press, for  example,  institutions  own 
some  75%  of  the  equity. 

In  the  past  the  rule  had  been:  If 
you  don't  like  management,  sell  the 
stock.  But  the  giant  pension  funds 
didn't  really  have  that  option — at 
least  not  as  a  group.  They  were  so  big 
that  they  had  to  buy  what  was  avail- 
able— and  what  was  available  in  large 
amounts  was  the  equity  of  the  big 


January  1993: 

James  Robinson  III  of  American 
Express  on  the  25th,  John  Akers 
of  IBM  on  the  26th  and  Paul 
Lego  of  Westinghouse  Electric 
on  the  27th— all  ousted. 


Photos  AP/Wide  Work) 
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corporations. 

But  even  Peter  Drucker  isn't  om- 
ni  ient.  He  wrote  in  1976  that  the 
growth  of  ownership  by  a  relatively 
small  number  of  funds  "makes  final 
the  divorce"  of  ownership  and  con- 
trol laid  out  by  Berle  and  Means. 
Drucker  assumed  that  the  big  funds 
would  be  passive  investors  both  un- 
able and  unwilling  to  question 
management. 

"Don't  rub  it  in,"  Drucker  laughs 
now  when  reminded  of  what  he 
wrote  then.  "That  was  obviously 
wrong." 

As  the  years  passed,  these  apparent- 
ly passive  giant  investors  began  to  stir. 
No  question:  The  junk-bond-fi- 
nanced takeovers  of  the  1980s  helped 
make  them  stir,  because  it  showed 
how  vulnerable  managements  could 
be,  how  easily  they  could  be  over- 
thrown. Call  it  the  Michael  Milken 
corollary  to  Peter  Drucker's  Unseen 
Revolution. 

Thus  Drucker  foresaw  and  the 
Wall  Street-driven  takeovers  of  the 
1980s  prepared  the  way  for  the  pal- 
ace revolutions  that  have  deposed 
the  chiefs  of  even  mighty  corpora- 
tions like  IBM  and  GM. 

"The  Wall  Street  walk — sell  on  bad 
news — was  good  news  for  the  chief 
executive,"  says  Edward  Regan,  who 
until  almost  a  year  ago  was  head  of  the 
New  York  State  and  Local  Retirement 
Systems,  the  country's  second-largest 
public  pension  fund,  and  is  now  presi- 


dent of  the  Jerome  Levy  Economics 
Institute.  "The  very  fact  that  the  pen- 
sion funds  don't  sell  is  what  makes 
them  powerful." 

At  first  the  pension  funds  didn't  use 
that  power  wisely.  Instead,  they  exer- 
cised their  new  found  power  crusad- 
ing mainly  for  political  causes  that  had 
little  to  do  with  their  fiduciary  duty  to 
pension  holders,  things  like  trying  to 
force  companies  to  stop  doing  busi- 
ness with  South  Africa — or  trying  to 
prevent  environmental  mishaps  like 
the  spill  of  the  Exxon  Valdez. 

But  gradually  the  term  "corporate 
governance"  came  into  usage.  It 
tries  to  answer  the  questions:  "Who 
is  in  charge  around  here?"  and  "For 
whose  benefit?"  In  1987,  out  of  a 
pool  of  1,500  companies,  only  99 
proposals  were  submitted  to  a  share- 
holder vote  regarding  corporate  gov- 
ernance matters,  compared  with  129 
on  social  policy.  The  corporate  pro- 
posals— addressing  such  issues  as  ex- 
ecutive compensation,  financial  per- 
formance and  independent  direc- 
tors— shot  up  to  186  the  following 
year  and  reached  259  in  1993,  with 
only  137  proposals  on  social  topics. 

It  was  quite  obvious  that  big  inves- 
tors were  starting  to  get  involved. 
Why  now?  Questioning  of  authority 
was  in  the  air  everywhere.  The  harsh 
realities  of  international  competition 
were  making  a  number  of  previously 
insulated  U.S.  companies  look  bad. 
And  the  junk  bond  raiders,  whatever 


their  motives,  woke  directors  up  to 
the  fact  that  if  their  business  contin- 
ually underperformed  its  competi- 
tors and  the  rest  of  U.S.  industry, 
management  could  be  thrown  out. 

All  this  put  starch  into  the  boards. 
Not  that  the  pension  funds  and  mu- 
tual fund  groups  were  trying  to  run 
the  companies;  they  weren't.  But 
they  were  now  actively  prodding  for 
better  results. 

"Boards  didn't  do  it  because  they 
got  religion,"  says  Ralph  Whitworth, 
president  of  the  United  Shareholders 
Association,  an  activist  shareholder 
group.  "They  did  it  because  they 
succumbed  to  pressure  from  institu- 
tional investors  and  the  media." 

But  exacriy  when  did  it  become 
Twelve  O' Clock  High  in  the  board- 
room? Probably  on  Oct.  26,  1992, 
when  the  General  Motors  board 
ousted  Chairman  Robert  Stempel. 
gm — that  bastion  of  corporate  power, 
the  very  model  of  J.K.  Galbraith's  self- 
sufficient  corporation. 

Big  shareholders — who  own  43% 
of  GM — had  started  making  noises 
about  bringing  in  an  outsider  when 
Roger  Smith  retired  in  July  1990,  but 
were  ignored  when  the  board  did  as  it 
had  always  done  and  more  or  less 
routinely  promoted  heir  apparent 
Stempel  to  the  throne.  Not  so  two 
years  later,  when  during  the  third 
straight  year  of  huge  losses,  institu- 
tional investors  stepped  up  the  pres- 
sure by  talking  to  the  board  about 


Photos,  left  lo  right:  Reulers/Beltmann;  John  Beckmann/Quadrant;  Reuters/Bettmann,  Sal  DiMarco/NYT  Pictures,  Lisa  Bogdan 
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performance.  Stempel  was 
history. 

Was  it  fear  of  litigation 
from  outraged  sharehold- 
ers that  woke  up  the 
boards?  No,  because  for 
years  the  courts  have  de- 
clined to  interfere  in  what 
they  regard  as  matters  of 
business  judgment.  "You 
sue  boards  for  failure  to  dis- 
close or  for  not  conducting 
the  sale  of  the  corporation 
to  the  shareholders'  advan- 
tage," says  attorney  Ira 
Millstein,  who  advised  the 
General  Motors  board, 
"not  over  performance." 

But  before  giving  too 
much  credit  to  the  pension 
funds,  realize  that  they're 
under  pressure,  too.  "They 
acted  because  they  were  be- 
ing pushed,"  says  Peter 
Drucker.  "Your  governor 
pushes  you,  your  mayor 
pushes  you,  the  press 
pushes  you.  Before  the 
Stempel  ousting,  there  was 
one  newspaper  article  after 
another  that  talked  about 
how  GM  was  taking  no  ac- 
tions, and  asked  what  the 
big  holders  were  doing."  Drucker 
says  all  the  media  buzz  put  pressure 
on  the  huge  $80  billion  California 
Public  Employees  Retirement  System 
to  hound  GM  about  the  paucity  of 
independent  directors  on  the  board. 

Giving  Stempel  the  hook  was  just 
the  beginning.  "The  institutional  in- 
vestors," says  Jack  Lohnes,  a  Stam- 
ford, Conn. -based  headhunter  and 
director  of  board  services  at  Spencer- 
Stuart,  "sharpened  their  fangs  and 
realized  they  had  a  lot  of  power." 

Take  what  happened  at  IBM.  From 
1991  until  its  1992  low,  IBM  dropped 
some  90  points,  shedding  an  almost 
unbelievable  $52  billion  in  market 
value.  It  was  also  deep  in  the  red  and 
constantly  announcing  "final"  re- 
structurings and  employee  layoffs.  Fi- 
nally, on  Jan.  26,  1993,  after  months 
of  pressure  from  big  institutions  on 
such  issues  as  Chairman  John  Akers' 
compensation  and  how  many  outsid- 
ers were  on  key  board  committees, 
Akers  announced  his  resignation. 
Then  IBM  did  the  previously  unthink- 
able. It  reached  outside  the  company 


while  chief  executive  officers  blamed 
below-par  performance  on  all  manner 
of  things:  recessions,  foreign  exchange 
fluctuations,  strikes.  Chief  executives 
would  fire  vice  presidents  in  the  way 
that  Stalin  would  shoot  commissars, 
but  the  boss  tended  to  be  sacrosanct. 
No  more. 


for  a  successor  and,  of  all  things,  to  a 
man  who  had  previously  run  a  food 
and  tobacco  company. 

The  best  example  of  how  big  share- 
holders took  a  direct  hand  in  an  ex- 
ecutive's removal?  American  Express, 
where  profits  had  slumped  62%  be- 
tween 1989  and  1992  and  the  stock 
had  dropped  50%  over  the  same  peri- 
od. On  Jan.  28, 1993,  Harvey  Golub, 
American  Express'  new  chief  execu- 
tive, attended  a  breakfast  meeting  at  a 
New  York  hotel.  With  him  were  a 
dozen  of  AmEx's  largest  institutional 
investors — mostly  private  money 
managers.  They  were  there  to  vent 
frustration  over  the  fact  that  recently 
ousted  Chief  Executive  James  Robin- 
son III  was  staying  on  as  chairman  of 
American  Express  and  becoming 
chief  executive  of  the  Shearson  Leh- 
man Brothers  brokerage  and  invest- 
ment banking  unit. 

Even  traditionally  quiet  Wall 
Street  funds  like  Alliance  Capital 
Management,  Putnam  Management 
and  J. P.  Morgan  Investment  Man- 
agement voiced  their  displeasure — it 


was  no  longer  thought  bad 
manners  to  do  so.  How 
could  Golub  fix  American 
Express  if  Robinson  held 
the  positions  above  and 
below  him?  Point  taken. 
Robinson  was  out  the  next 
day. 

Yes,  Berle  and  Means 
were  partly  right:  The  sepa- 
ration of  ownership  from 
management  did  produce  a 
lack  of  accountability,  and 
that  lack  of  accountability 
cost  U.S.  industry  dearly. 
"Power  without  account- 
ability always  becomes  flab- 
by or  tyrannical,  and  usually 
both,"  says  Drucker. 

Fortunately  for  the  na- 
tion's future,  the  system 
healed  itself  without  gov- 
ernment intervention,  in- 
tervention that  would  have 
been  ill-informed  and 
would  have  further  weak- 
ened corporate  perfor- 
mance by  imposing  politi- 
cal criteria. 

John  Pound,  an  associate 
professor  of  public  policy  at 
Harvard's  John  F.  Kennedy 
School  of  Government, 
says:  "The  genius  of  the  American 
corporation  is  creating  a  system  where 
power  resides  outside  the  executive 
office.  So  if  the  chief  executive  is 
totally  out  of  whack,  some  force  out- 
side management  can  act." 

There  are  dangers,  of  course. 
Boards  will  sometimes  need  to  inter- 
pose themselves  between  impatient 
shareholders  and  managements  with 
intelligent  long-term  plans.  American 
executives  don't  need  more  pressure 
on  quarterly  results.  Former  pension 
hind  head  Regan  puts  it  very  well: 
"The  last  thing  in  the  world  that  you 
want  to  do  as  an  owner  is  to  discour- 
age chief  executives  from  taking  risks. 
So,  while  there  is  a  nice,  healthy  ten- 
sion now,  there's  a  danger  of  going 
too  far." 

Who's  next  to  walk  the  plank?  To 
make  some  intelligent  guesses,  study 
the  figures  that  follow  in  this,  our 
46th  Annual  Report  on  American  In- 
dustry. Find  the  underperformers. 
You  can  bet  that  for  a  good  many  of 
them  1994  will  be  their  vear  of  Twelve 
O'Clock  Hiqh.  ma 
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,inual  Report  on 

American 
Industry 


The  recession  that  began  in  the  third 
quarter  of  1990  may  be  over,  but  the 
long-term  performance  of  U.S.  cor- 
porations still  shows  the  scars.  Of 
the  1,335  companies  in  this  year's 
Annual  Report  on  American  Indus- 
try, the  median — or  middle — compa- 
ny shows  a  19.8%  average  annual  de- 
cline in  earnings  per  share  over  the  last 
five  fiscal  years. 

But  that  number  tells  more  about 
the  past  than  about  the  future.  Perfor- 
mance is  something  that  boards  and 
institutional  investors  are  finally  pay- 
ing attention  to  (seep.  100).  And  what 
our  five-year  figures  don't  yet  reveal  is 
how  solidly  so  many  firms  are  re- 
bounding from  hard  times.  You  can 
see  the  beginnings  of  this  improve- 
ment in  our  median  12-month  fig- 
ures, which  show  per-share  earnings 
up  just  short  of  9%  on  revenue  gains  of 
just  5.1%. 

That  these  gains  were  achieved 
more  by  improvements  in  operating 
efficiency  than  by  roaring  gains  in 
sales  is  evident  in  the  daily  newspaper 
reports  of  new  layoffs  and  cutbacks. 
The  layoffs  will  surely  slow  any  recov- 
ery, but  when  it  comes,  most  U.S. 
businesses  will  be  in  good  shape  to 
translate  modest  sales  gains  into  ma- 
jor profit  gains. 

Reflecting  the  improving  outlook, 


this  year's  industry  survey  focuses  on 
21  companies  that  have  weathered 
the  recession  and  are  in  fact  expand- 
ing in  some  strategic  way-  These  are 
the  companies  that  we  think  have 


superior  chances  of  cashing  in  on  any 
strong  recovery,  that  will  do  well  in  a 
modest  recovery  and  will  hold  up 
reasonably  well  even  if  the  recovery 
aborts. 


The  table  lists 
recession 
survivors  that 
are  actually 
expanding  in 
some  strategic 
way. 


21  wealth  and  job  creators 

Industry 

Company 

Survey  page 

Aerospace  &  defense 

E-Systems 

106 

Business  services  &  supplies 

Gtech  Holdings 

108 

Capital  goods 

Watts  Industries 

111 

Chemicals 

Morton  International 

114 

Computers  &  communications 

Cisco  Systems 

118 

Construction 

Clayton  Homes 

122 

Consumer  durables 

Daimler-Benz 

126 

Consumer  nondurables 

Hasbro 

130 

Electric  utilities 

Entergy 

134  ^ 

Energy 

Apache 

138 

Entertainment  &  information 

Scholastic 

142 

Financial  services 

Charles  Schwab 

144 

Food  distributors 

Wendy's  International 

148 

Food,  drink  &  tobacco 

General  Mills 

152 

Forest  products  &  packaging 

TJ  International 

156 

Health 

IVAX 

158 

Insurance 

NWNL 

162 

Metals 

Nucor 

166 

Retailing 

May  Department  Stores 

168 

Transport 

Air  Express  International 

172 

Travel 

Walt  Disney 

174 
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How  we 
calculate 
the  results 


Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

Return  on 
capital 
latest 
12  mos 

% 

Debt/ 
capital 

% 

5-year 
average 

% 

latest 
12  mos 

% 

5-year  latest 
average     12  mos 

%  % 

latest 
12  mos 
$mii 

latest 
12  mos 
$mil 

latest 
12  mos 

% 

Profitability 

We  calculate  return  on  equity  by  taking  primary  earnings 
per  share  and  dividing  it  by  common  shareholders1  equity 
per  share  at  the  start  of  the  fiscal  year.  In  calculating 
common  equity,  we  assume  that  all  convertible  preferred 
stock  is  converted  into  common.  The  liquidation  value  of 
nonconvertible  preferred  shares  is  subtracted  from  total 
stockholders'  equity.  Net  income  and  earnings  per  share 
include  gains  or  losses  from  discontinued  operations  but 
exclude  extraordinary  items  like  tax-loss  carryforwards. 

Five-year  average  return  on  equity  is  calculated  with  a 
modified  version  of  the  sum-of-the-years  digits  method. 
This  gives  greater  importance  to  recent  results.  If  a  firm 
lost  money  during  any  fiscal  year  but  started  that  year  with 
positive  equity,  we  calculated  the  percentage  lost  on  equity 
and  factor  this  result  into  our  equation  for  that  year. 
Companies  were  penalized  for  the  years  in  which  they  had 
negative  equity.  If  a  company  shows  a  return  on  equity 
exceeding  100%  in  a  given  year,  this  value  is  automatically 
scaled  back  to  100%." 

For  return  on  capital,  Forbes  divides  a  firm's  total 
capitalization  into  the  sum  of  three  items — aftertax  profits, 
the  amount  remaining  if  the  interest  paid  on  long-term 
debt  was  taxed  and  minority  interest.  Most  companies 
(except  for  electric  utilities)  don't  report  interest  expense 
on  long-term  debt.  In  such  cases  we  estimate  the  interest 
expense  figure  for  the  latest  12-month  period.  We  assume 
a  34%  corporate  tax  rate  to  compute  the  tax  break  derived 
from  interest  expense.  We  define  total  capitalization  as 
long-term  debt,  common  and  preferred  equity,  deferred 
taxes,  investment  tax  credits  and  minority  interest  in 
consolidated  subsidiaries. 


can't  handle  negative  values.  If  earnings  are  negative  at  the 
beginning  of  the  period,  we  calculate  the  growth  rate  for  a 
shorter  period,  starting  with  the  first  positive  year.  If  a 
company  lost  money  during  the  middle  of  a  measuring 
period,  Forbes  dropped  the  year  from  the  calculation  and 
measured  the  growth  rate  over  the  remaining  positive 
periods.  Our  assumption:  that  a  single  loss  may  not  be 
representative  of  long-term  performance.  But  if  a  compa- 
ny lost  money  in  more  than  one  year,  the  five-year  growth 
rate  is  not  calculated  and  the  result  is  listed  as  not 
meaningful  (NM). 

Our  computer  checked  all  growth  rates  with  a  compari- 
son method  to  see  if  the  earnings  pattern  made  logical 
sense.  Here's  an  extreme  hypothetical:  If  a  company's  per- 
share  earnings  go  from  $3  in  the  first  year  to  5  cents  in  the 
second,  $6  in  the  third  and  25  cents  in  the  fourth  year,  the 
resulting  growth  rate  is  -23.4%.  This  does  a  terrible  job  of 
describing  year-to-year  changes,  so  we  marked  such  fluc- 
tuating earnings  patterns  as  not  meaningful. 

Time  periods 

The  five-year  growth  rates  we  use  require  six  years'  worth 
of  data.  These  rates  are  based  on  latest  fiscal  year-end 
results.  All  growth  rates  covering  a  period  of  less  than  five 
years  are  footnoted.  When  the  range  of  available  data  is  less 
than  four  years,  we  marked  it  as  not  available  (NA). 

Latest  12-month  comparisons  are  between  the  most 
recent  four  quarters  and  the  comparable  quarters  the 
previous  year.  Sales,  net  income  figures  and  profit  margins 
are  measured  over  the  latest  12  months.  Debt  as  a 
percentage  of  total  capital  is  based  on  the  most  recent 
balance  sheet. 


Growth  rates 

We  use  the  least-squares  method  to  calculate  sales  and 
earnings  growth  rates.  This  equation  adjusts  for  sharp 
fluctuations  and  yields  a  result  that  closely  reflects  the 
average  rate  of  growth.  Example:  During  a  four-year 
period  a  firm's  earnings  go  from  $1  to  $1.25,  then  to 
$1.15  and  finally  to  $1.45  in  the  last  year.  That's  a  25% 
jump  from  the  first  year  to  the  second,  an  8%  ciecline  in  the 
third  and  a  26%  increase  between  the  third  and  fourth 
years.  Least-squares  says  that,  on  average,  earnings  grew 
by  1 0 .9%  ( $  1  x  1 . 1 09  x  1 . 1 09  x  1 . 1 09 ) .  If  you  do  the  math 
yourself,  you'll  get  $1.36  instead  of  $1.45  in  the  fourth 
year.  That's  because  the  regression  formula  calculates  the 
slope  of  a  line  that  best  fits  the  data  points  for  four  years, 
not  just  the  starting  and  ending  values. 

There's  one  limitation  to  the  least-squares  method.  It 


Definitions 

Forbes  defines  sales  as  net  sales  plus  other  operating 
revenue.  For  banks,  sales  is  total  interest  income  plus  other 
operating  income.  Sales  for  insurance  companies  include 
premium  income  plus  net  investment  and  other  income. 
Debt  as  a  percentage  of  capital  is  long-term  debt,  includ- 
ing capitalized  leases,  divided  by  total  capitalization. 

Medians  are  calculated  by  listing  the  companies  in  rank 
order  and  selecting  the  value  of  the  middle  company.  If 
there  is  an  even  number  of  firms,  the  median  is  derived  by 
averaging  the  data  on  the  two  middle  companies.  All  firms, 
including  those  with  negative  values,  are  ranked  in  calcu- 
lating the  industry  median,  except  for  those  marked  NA. 
The  all-industry  median  is  the  median  for  1,305  compa- 
nies in  this  survey,  excluding  the  30  biotech  firms,  most  of 
which  have  sales  of  under  $400  million.  IB 
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Aerospace  &  defense 

Under  the  circumstances,  this  sector  has  done  better- 
a  lot  better— than  expected.  And  prospects 
for  the  year  ahead  are  bright. 


By  Howard  Banks 


How  bad  arc  things  in  aerospace?  At  first  blush,  pretty  bad. 
The  Aerospace  Industries  Association  reports  that  em- 
ployment in  the  sector  is  down  to  just  over  900,000  jobs, 
one-third  fewer  people  than  the  industry  employed  in  the 
late  1980s.  By  1996  employment  could  fall  to  750,000 
workers.  Over  the  last  12  months  the  industry's  median 
sales  declined  6%. 

These  grim  indicators  aside,  however,  the  industry 
appears  to  be  on  the  verge  of  record  profits.  The  reason: 
These  companies  have  been  cutting  costs  faster  than  they 
have  been  losing  revenues.  The  association  expects  net 
profits  for  the  industry  to  hit  $5.5  billion  in  1994 — up 
from  a  net  loss  of  $1 .8  billion  last  year.  (The  loss  included 
high  restructuring  costs  and  changes  in  accounting  for 


future  retirement  benefits.) 

"Even  after  allowing  for  an  expected  slowing  in 
Boeing's  earnings  in  1994,  as  its  deliveries  of  civilian  jets 
continue  to  decline,  the  sector  could  see  record  earnings," 
says  Wolfgang  H.  Demisch,  of  B.T.  Securities  Corp. 

Thanks  to  severe  cost-cutting,  even  McDonnell  Doug- 
las'  passenger  aircraft  business  is  operating  in  the  black  for 
the  first  time  in  at  least  a  decade.  Demisch  notes  that 
military  orders  have  hit  bottom  and  that  the  government's 
recent  defense  spending  review  canceled  no  existing  pro- 
grams or  systems. 

In  the  civilian  market,  order  cancelations  are  down  to  a 
trickle  and  some  new  orders  have  been  placed.  For 
example,  Southwest  Airlines — the  only  profitable  large 


The  best 
defense . . . 

Like  most  defense  con- 
tractors, E-Systems,  Inc., 
the  $2.2  billion  (1993 
revenues)  Dallas  maker  of 
top-secret  surveillance 
and  electronic  warfare  sys- 
tems, is  feeling  the  pinch 
from  defense  cutbacks. 
Over  the  last  12  months 
E-Systems'  sales  were  up 
just  2.1%  and  per-share 
earnings  were  up  just 
5.7% — sharply  lower  than 
the  company's  five-year 
sales  and  earnings  growth 
rates  of  11. 3%  and  11.1%, 
respectively. 

The  fat  days  may  be 
over,  but  E-Systems  won't 
go  hungry  in  the  post- 
cold-war  era.  Under  Chair- 
man and  Chief  Executive 
E.  Gene  Keiffer,  the  com- 
pany has  been  moving 
into  civilian  businesses. 

Already  E-Systems  has 
a  profitable  and  growing 
business  overhauling  and 
servicing  aircraft  for  the  Air 
Force.  Here  the  govern- 
ment's downsizing  of  the 


military  works  in  favor  of 
outside  contractors  such  as 
E-Systems. 

The  key  to  significant 
growth,  however,  is  de- 
fense conversion — where 
defense  technology  is 
adapted  to  specific  civil- 
ian markets.  E-Systems  has, 
for  instance,  hired  a  num- 
ber of  computer  software 
engineers  and  used  its  ex- 
traordinarily powerful 
e-mass  data-retrieval  sys- 


tem (used  hitherto  to  comb 
through  classified  intelli- 
gence data)  to  store  all  of 
Mobil  Oil's  seismic  sur- 
vey data. 

This  $11  million  sys- 
tem can  handle  up  to  4  tera- 
bytes (that's  4  million 
megabytes)  of  data  and  can 
access  any  part  of  that 
data  within  30  seconds. 
Other  oil  companies 
and  government  agencies 
are  potential  customers 


for  E-MASS. 

Another  good  exam- 
ple: E-Systems  is  adapting 
its  digital  image  storage 
and  retrieval  skills  to  use  in 
radiography.  In  essence, 
the  company  is  using  what 
it  learned  from  looking 
for  tanks  or  submarines  in 
spy  satellite  pictures  to 
search  for  tumors  in 
mammograms. 

Keiffer,  64,  felt  too  un- 
comfortable outside  of  his 
normal  secret  world  to 
talk  to  Forbes  about  E-Sys- 
tems' new  civilian  ven- 
tures. But  it  is  clear  that 
these  businesses  will  take 
more  management  time 
than  did  products  that 
were  sold  on  a  cost-is-no- 
object  basis  to  the  Na- 
tional Security  Agency  or 
the  CIA. 

"For  heaven's  sake," 
says  one  E-Systems  execu- 
tive privately.  "We  never 
even  used  the  word  'mar- 
keting' around  here  until 
recently,  and  we  still  don't 
know  what  it  really 
means." 
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J.S.  carrier — recently  handed  Boeing  a  $2.5  billion  order 
or  a  new  version  of  the  737. 

Export  orders  for  U.S.  aerospace  products,  especially 
military  equipment,  remain  strong.  The  biggest  exporters: 
loeing,  McDonnell  Douglas  and  Lockheed.  Last  year  the 
erospace  industry's  net  trade  surplus,  at  $25  billion, 
ontinued  close  to  its  historic  high. 

The  industry  is  also  moving  to  create  partnerships  to 
hare  costs  and  risks  on  new  programs  as  well  as  to  gain 
ccess  to  foreign  programs.  E-Systems,  Inc.  (see  box)  is 
rying  to  market  commercial  versions  of  its  information 
athering  and  processing  systems.  Other  examples  of 


partnerships  include  General  Motors'  Hughes  Aerospace 
in  digital  cellular  telephony;  Rockwell  International  in 
industrial  automation;  and  Litton  Industries,  Raytheon 
and  Tracor  in  advanced  aerospace  electronics. 

More  mergers  and  consolidations  are  anticipated.  And 
the  Department  of  Defense  has  requested  that  the  anti- 
trust division  of  the  Department  of  lustice  not  obstruct 
these  deals.  Norman  R.  Augustine,  chairman  and  chief 
executive  officer  of  Martin  Marietta,  which  acquired 
General  Electric's  aerospace  division  in  April  of  last  year, 
warns  that  without  more  mergers,  even  more  industry  jobs 
will  be  lost.  M 


Aerospace 
&  defense 

Company 

Profitability 

- 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

5-year  latest 
average     12  mos 

%•  % 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

%  % 

Sales 

5-year  latest 
average     12  mos 

%.  % 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

late; 
12  m 
$mi 

late; 
12  m 
$mi 

latest 
12  mos 

% 

Martin  Marietta 
General  Dynamics 
Raytheon 
General  Electric 
Boeing 

22.6  19.2 
21.9  51.9 
21.5  17.6 
21.2  21.5 
19.4  15.8 

16.8  38.9 
53.0  2.6 
17.5  0.6 

12.9  52.2 
13.4  20.3 

2.7  24.7 
-13.9  -28.7 
3.7  -0.1 
4.3  0.4 
16.4  -10.4 

8.6  22.2 
19.5  56.8 

8.4  7.6 
16.5  9.1 
31.3  -18.6 

7,698 
3,486 
9,080 
58,676 
27,279 

407 
995 
678 
5,041 
1,297 

5.3 
28.6 
7.5 
8.6 
4.8 

Thiokol 
Teleflex 
Rockwell  IntI 
Teledyne 
GenCorp 

17.0  15.2 
16.5  13.5 
16.4  20.4 
16.4  15.3 
15.9  15.6 

12.8   .  17.7 
10.2  35.7 
16.1  25.8 
10.0  56.4 
8.6  64.6 

2.9  -10.7 
15.7  15.0 
-2.6  -0.6 
-2.4  -13.9 

2.8  -4.7 

17.2  0.3 
8.5  4.9 

-4.8  18.1 
-25.1  7.0 
-37.8  -9.5 

1,170 
637 
10,840 
2,575 
1,900 

64 
33 
562 
68 
33 

5.5 
5.2 
5.2 
2.6 

1.7 

L   J|J  LCI  1 IJ 

Harsco 
Sundstrand 
Loral 
Northrop 

15.6  17.6 
15.6  18.2 
15.2  19.2 
15.0  15.8 
13.8  14.8 

17.4  4.1 
16.3  41.9 
13.6  43.3 
13.0  26.0 

13.5  10.3 

11.3  2.1 

9.5  -20.5 
4.0  -12.0 

23.4  23.1 
-1.3  -5.0 

11.1  5.7 
22.0  -0.3 
-8.6t  8.9 
6.2  16.7 
NM  -17.7 

2,128 
1,429 
1,467 
3,601 
5,321 

1 19 
90 
101 
186 
186 

5.6 
6.3 
6.9 
5.2 
3.5 

McDonnell  Douglas 
Litton  Industries 
Lockheed 

Precision  Castparts 
Textron 

12.4  42.4 
12.2  13.2 
11.7  16.1 
11.0  1.5 
10.9  14.3 

23.8  36.9 
7.8  22.4 

14.8  46.1 
0.1  15.7 
7.6  77.4 

5.6  -11.6 
-3.6  -39.0 
-2.2  23.3 
4.4  -20.2 
3.0  7.4 

22.8  500.0+ 
NM  4.5 

-8.5  22.7 
4.3  -90.9 
2.5  13.9 

15,500 
3,474 

12,252 
428 
8,811 

1,290 
182 
406 
0 

367 

8.3 
5.3 
3.3 
def 
4.2 

AlliedSignal 
Grumman 
Kaman 
UNC 

Oshkosh  Truck 

9.7  27.9 

9.2  10.0 
9.0  def 

6.3  7.7 

4.8  5.4 

16.0  34.7 
8.8  21.6 
def  32.0 
6.7  54.1 
4.7  38.7 

1.2  -1.4 
1.9  -8.5 
1.7  1.6 
-5.9  3.9 
8.6  1.0 

2.1  20.4 
NM  -20.0 
NM  P-D 
NM  -1.4 
NM  12.5 

11,830 
3,328 
795 
379 
612 

625 
81 

-30 
12 
6 

5.3 
2.4 
def 
3.1 
1.0 

Sequa 

GM  Hughes  Electronics 
United  Technologies 
SPS  Technologies 
Rohr 

2.0  def 
1.4  3.1 
0.6  def 
0.1  def 
def  def 

def  45.4 
10.1  6.6 
2.6  25.0 
def  32.2 
def  72.5 

8.5  -10.4 

2.8  10.3 

4.9  -3.4 
-4.4  -8.3 

6.3  -8.2 

NM  D-D 
NM  D-P 
NM  D-D 
NM  P-D 
NM  P-D 

1,711 
13,153 
20,926 
298 

1,175 

-63 
880 
18 
-13 
-31 

def 

6.7 
0.1 
def 
def 

ESCO  Electronics 
Hexcel 

Wyman-Gordon 
Alliant  Techsystems 
Fairchild 

def  1.3 
def  def 
def  8.7 
deft  def 
def  def 

1.4  2.0 
def  48.0 
7.4  45.0 
def  32.6 
def  79.4 

-7.3  13.1 
1.0  -11.7 
NM  -15.6 

-4.7  -29.9 
NM  -7.2 

NM  291.7 
NM  P-D 
NM  D-P 
NA  P-D 
NM  D-D 

460 
348 
263 
841 
452 

5 

-85 
13 
-65 
-52 

1.1 
def 
5.0 
def 
def 

Avondale  Industries 
Talley  Industries 
Coltec  Industries 
Abex 

def  def 
def  def 
NE  NE 
NA  NE 

0.9  27.9 
0.2  79.0 
28.4  224.7 
def  500.0+ 

4.5  -23.8 
NM  -6.1 
-2.3  -2.7 
-6.9  -29.3 

NM  D-D 
NM  D-D 
-14.1  67.2 
NA  NA 

490 
321 
1,331 
524 

-2 
-13 
66 
-226 

def 
def 
5.0 
def 

Industry  medians 

10.9  13.2 

8.8  35.7 

2.7  -6.1 

-25.1  4.7 

1,711 

66 

3.5 

All-industry  medians 

11.5  11.7 

8.4  33.1 

6.7  5.1 

-19.8  8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 

equity.  NM:  Not  meaningful.  *  Four-year  average.  tThree-year  average.  For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Business  services  &  supplies 

In  Adam  Smith's  pin  factory,  division -of  labor 
was  the  key  to  higher  productivity.  The  lesson 
hasn't  been  lost  on  U.S.  companies. 


By  Kate  Bohner 


It  used  to  be  that  most  companies  looked  after  their  own 
word  processing,  payroll,  security,  travel,  legal,  account- 
ing and  cafeteria  needs.  No  more.  By  farming  out  these 
tasks  to  specialists,  corporations  are  saving  time  and 
money  and  can  pay  more  attention  to  their  core  business- 
es. 'The  trend  toward  outsourcing  is  permeating  the 
whole  corporate  landscape,"  says  Judith  Scott,  a  business 
services  analyst  at  Milwaukee  brokerage  house  Robert  W. 
Baird  &  Co.  "It's  about  permanent  reengineering,  cost- 


cutting  and  a  realization  that  most  jobs  can  be  done 
cheaper  on  the  outside." 

Reflecting  this  trend,  Merrill  Lynch's  earnings  estimates 
for  data  processing  companies  grew  almost  16%,  on 
average,  last  year.  Within  the  68  business  service  and 
supplies  companies  Forbes  follows,  the  median  five-year 
average  sales  growth  was  8.1%,  compared  with  6.7%  for  all 
industries  surveyed. 

Data  processing  continues  to  be  an  attractive  service  to 


Business 

_ 

Growth 

Net 

Profit 

Profitability 

Sales 

income 

margin 

services 

&  supplies 

Return  on  equity 

Return  on 

Sales 

Earnings  per  share 

capital 

5 -year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

Hi 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

Company 

% 

.  ,  %  - 

% 

% 

'% 

% 

% 

,% 

$mil 

m 

% 

Business  services 

Gtech  Holdings 

44.61 

28.6 

14.4 

58.9 

31.1 

31.2 

NA 

67.2 

565 

49 

8.7 

Rollins 

37.8 

33.1 

28.4 

0.0 

8.1 

9.4 

10.6 

16.0 

565 

43 

7.6 

H&R  Block 

27.9 

28.6 

28.9 

0.0 

14.5 

13.9 

14.9 

15.6 

1,569 

182 

11.6 

General  Motors  EDS 

27.2 

22.8 

17.0 

11.3 

13.6 

2.5 

14.7 

14.1 

8,327 

699 

8.4 

First  Data 

23.3 

20.4 

16.3 

39.7 

25.9 

21.2 

20.0 

16.7 

1,430 

164 

11.4 

Automatic  Data 

22.5 

21.5 

17.4 

18.1 

6.7 

13.6 

13.5 

13.3 

2,280 

301 

13.2 

Pinkerton's 

20.8 

7.1 

7.0 

30.5 

15.5 

4.4 

NM 

-10.1 

725 

8 

1.1 

Equifax 

19.5 

22.9 

14.2 

45.3 

12.2 

5.7 

4.8 

-14.3 

1,190 

61 

5.1 

Kelly  Services 

18.0 

12.0 

12.0 

0.0 

7.1 

18.7 

-7.2 

24.4 

1,933 

44 

2.3 

Standex  International 

16.0 

19.0 

12.0 

41.2 

3.1 

3.1 

17.0 

18.8 

507 

25 

4.9 

Safeguard  Scientifics 

14.5 

10.5 

9.2 

52.3 

45.5 

27.6 

NM 

6.0 

1,041 

11 

1.0 

Shared  Medical  Sys 

14.3 

15.7 

14.7 

1.4 

4.1 

5.9 

-5.5 

7.4 

490 

30 

6.1 

Wackenhut 

13.9 

0.5 

2.6 

57.4 

11.1 

9.0 

-17.2 

-97.1 

660 

0 

0.0 

Olsten 

13.8 

def 

def 

37.6 

33.0 

NA 

5.8 

NA 

2,136 

-15 

def 

Computer  Sciences 

13.6 

11.5 

9.1 

28.2 

16.8 

3.3 

10.0 

9.6 

2,489 

81 

3.3  ^ 

American  Building 

13.4 

12.1 

11.4 

12.4 

7.8 

-1.4 

16.0 

0.0 

758 

12 

1.6 

PHH 

12.8 

13.0 

6.3 

75.0 

4.4 

5.2 

16.6 

11.7 

2,046 

59 

2.9 

First  Financial  Mgmt 

10.7 

3.8 

4.1 

0.9 

52.4 

14.4 

NM 

-70.7 

1,600 

47 

2.9 

Adia  Services 

8.4 

9.1 

9.1 

0.4 

12.3 

26.2 

-8.7 

81.3 

881 

18 

2.1 

AAR  Corp 

6.1 

def 

1.3 

22.5 

1.9 

-7.3 

-18.3 

P-D 

383 

0 

def 

Ceridian  Corp 

2.7* 

NE 

58.0 

160.7 

-25.6* 

9.7 

NM 

D-P 

884 

43 

4.8 

Volt  Info  Sciences 

0.7 

def 

3.4 

48.3 

2.0 

9.9 

NM 

D-D 

545 

-1 

def 

National  Education 

def 

def 

def 

36.7 

-1.8 

-5.8 

NM 

P-D 

362 

-12 

def 

PS  Group 

def 

def 

def 

51.3 

NM 

6.0 

NM 

D-D 

269 

-63 

def 

Manpower 

def* 

def 

def 

54.3 

27.7 

1.1 

NM 

'  D-D 

3,142 

-62 

def 

Medians 

13.9 

11.5 

9.2 

36.7 

11.1 

7.5 

-6.4 

8.5 

884 

30 

2.9 

Business  supplies 

EiectroCom  Automation 

50.4 

58.3 

56.0 

0.0 

23.9 

-20.8 

15.0 

0.0 

375 

26 

6.8 

Deluxe 

27.3 

17.9 

15.7 

11.7 

9.3 

2.3 

7.6 

-25.6 

1,553 

147 

9.4 

HON  Industries 

26.6 

21.4 

17.3 

15.6 

5.0 

9.7 

11.9 

-3.3 

755 

38 

5.1 

John  H  Harland 

20.2 

21.5 

20.2 

5.9 

7.8 

19.6 

2.8 

21.8 

507 

54 

10.7 

Minn  Mining  &  Mfg 

19.7 

17.9 

17.0 

2.6 

8.1 

1.3 

5.4 

5.4 

13,911 

1,265 

9.1 

D-D:  Deficit  to  deficit.    D-P:  a  profit.    P-D:  Profit  to  deficit.    P-Z:  Prof  it  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 

equity.    NM:  Not  meaningful.     Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes:  Value  Line  Data  Base  Ssn'ice  via  OneSource  Information  Services. 
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subcontract.  Last  year  International  Business  Machines 
won  a  ten-year,  $650  million  contract  from  Equifax,  the 
Atlanta- based  credit  information  outfit.  General  Motors 
subsidiary  Electronic  Data  Systems  had  inked  a  ten-year, 
$500  million  deal  with  Bethlehem  Steel,  and  recently 
nabbed  a  $1.5  billion  contract  from  Inland  Revenue,  the 
U.K.'s  version  of  the  Internal  Revenue  Service. 

Another  trend:  Companies  are  developing  relationships 
with  fewer  suppliers  of  specific  goods  and  services,  some- 
times narrowing  the  relationship  to  just  one  vendor. 
According  to  an  October  survey  of  300  purchasing  execu- 


tives in  Industrial  Distribution  magazine,  the  average 
number  of  distributors  calling  on  one  purchasing  custom- 
er has  shrunk  from  43  five  years  ago  to  31  today.  The 
survey  also  found  that  in  choosing  a  supplier,  quality  and 
service  were  ranked  first  and  second — price,  surprisingly, 
was  ranked  fifth.  "'Suppliers  are  getting  paid  to  be  respon- 
sive," says  Merrill  Lynch  analyst  Stephen  McClellan. 

Not  all  service  areas  are  doing  well,  however.  Compa- 
nies in  the  waste  management  subgroup  fared  poorly  last 
year.  Recycling  by  consumers  and  a  sluggish  economy 
crimped  growth  in  waste  disposal,  while  many  hazardous 


Her  Majesty's 
numbers  runner? 

Guy  Snowden,  cochair- 
man  of  West  Greenwich, 
R.I. -based  Gtech  Hold- 
ings, recently  moved  to 
London.  He  likes  Rhode 
Island,  but  he  also  wants  to 
support  his  firm's  bid  to 
supply  and  service  Great 
Britain's  first  national  lot- 
tery. Wall  Street  analysts 
think  the  lottery  could 
grow  to  be  the  world's  larg- 
est at  £4  billion  and  could 
nearly  double  Gtech's  reve- 
nues, $501  million  last 
year,  over  the  life  of  the 
multiyear  contract. 

Government-spon- 
sored lotteries  are  the  rage 
all  over  the  globe,  and 
Gtech  is  in  the  thick  of  the 
action.  Gtech  has  signed 
deals  with  the  governments 
of  Argentina,  Mexico, 
Puerto  Rico  and  the  Czech 
Republic.  Management  is 
currently  wooing  the  Phil- 
ippines and  Brazil,  which 
may  both  develop  on-line 
lotteries  before  1995. 

On  the  home  front, 
Gtech  nabbed  Georgia, 
Texas  and  Louisiana.  All 
told,  Gtech  has  contracts  to 
supply  or  operate  lottery 
systems  for  26  U.S.  and  36 
international  customers. 
Its  share  of  the  world's  mar- 
ket for  computerized  on- 
line lottery  systems:  75%. 

In  the  fiscal  year  that 
will  end  in  February,  Gtech 
is  expected  to  earn  $56 
million  ($1.28  a  share)  on 


Gtech's 
Guy  Snowden 
Looking  to  snag 
the  largest  lottery 
in  the  world. 


revenues  of  $623  mil- 
lion— up  26%  and  24%,  re- 
spectively. Naomi  Talish, 
gaming  analyst  at  Morgan 
Stanley  &  Co.,  expects 
the  strong  gains  to  contin- 
ue. Already  Gtech's  aver- 
age annual  44.6%  return  on 
equity  over  the  past  three 
years  is  the  highest  for  any 
business  service  company 
in  our  survey. 

In  London,  Gtech  is 
bidding  as  part  of  Camelot 
Group,  a  consortium  that 
includes  Cadbury 
Schweppes,  Britain's 
largest  confectionery  and 
soft  drink  manufacturer; 
Racal  Electronics,  which 
makes  data  communica- 


tions equipment;  ICL,  a 
computer  maker;  and  De 
La  Rue,  the  world's  largest 
independent  currency 
printer.  Gtech  would  own 
22.5%  of  Camelot 
Group.  If  Camelot  wins, 
analyst  Talish  sees  addi- 
tional revenues  to  Gtech 
ranging  from  $200  mil- 
lion to  $400  million  over 
the  life  of  the  contract — 
but  she's  quick  to  point  out 
that  a  company's  reve- 
nues from  lotteries,  which 
are  based  on  a  percentage 
of  ticket  sales,  are  notori- 
ously hard  to  estimate. 

On  Wall  Street,  the 
bears  are  betting  Snowden 
will  lose  in  London. 


About  a  year  ago  Gtech 
shares  traded  as  high  as 
457/8;  now  they  are  close  to 
32.  But  even  at  that  price 
the  company  is  valued  at 
$1.4  billion,  2.7  times 
1993  revenues. 

Win  or  lose  in  London, 
Snowden  says  Gtech  will 
continue  its  rapid 
growth.  "We  have  more 
than  a  dozen  new  prod- 
ucts coming  and  all  of 
South  America  and  East- 
ern Europe  to  explore," 
says  Snowden  from  his 
U.K.  vacation  retreat.  "A 
few  years  ago  people  were 
impressed  with  our  growth, 
but  I  told  them  to  fasten 
their  seat  belts." -K.B.  BH 
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tnups  were  put  on  hold.  Chemical  Waste  Man- 
-:it,  a  78%-owned  subsidiary  of  wmx  Technologies, 
i  its  56%-owned  Rust  International  budgeted  for  $500 
million  in  hazardous  cleanup  contracts  in  1993  but  ended 
up  doing  only  about  $200  million.  Earnings  at  wmx 
Technologies  are  expected  to  be  off  5%  from  1992.  WMX 
isn't  alone.  Laidlaw  Inc.'s  earnings  were  down  18%.- 


Rut  don't  think  the  waste  management  industry  is  going 
to  wither  away.  "Environmental  regulation  will  be  en- 
forced," predicts  Vishnu  Swarup,  an  analyst  at  Prudential 
Securities,  ','and  selective  investment  will  prove  quite 
rewarding."  Among  the  recommendations  on  Swarup's 
short  list  are  Browning-Eerris  Industries,  Sanifill  and 
Wheelabrator  Technologies.  ■* 


Business 
services 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

&  supplies 

Return  on 

equity 

Return  on 

Sales 

Earnings  per  share 

capital 

5 -year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

late; 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  m 

12  mos 

12  mos 

Company 

%  ; 

% 

I  •  % 

% 

% 

% 

% 

%  . 

$m 

$mil 

% 

Pitney  Bowes 

17.3 

20.1 

12.8 

28.9 

8.1 

2.5 

8.7 

9.1 

3,497 

333 

9.5 

Chemed 

16.9 

9.4 

8.7 

22.2 

NM 

28.0 

NM 

0.0 

495 

17 

3.4 

Amer  Business  Prods 

15.1 

13.8 

11.9 

26.0 

7.3 

1.8 

10.8 

-17.4 

470 

17 

3.5 

Reynolds  &  Reynolds 

14.7 

20.3 

15.5 

23.0 

2.8 

8.1 

18.4 

47.7 

697 

53 

7.5 

Sensormatic  Electron 

13.4 

13.8 

11.8 

35.3 

30.3 

41.7 

24.5* 

29.1 

511 

58 

11.4 

Wallace  Computer  Svcs 

13.0 

11.7 

10.3 

6.1 

6.8 

6.6 

2.3 

4.5 

545 

41 

7.6 

Standard  Register 

10.9 

12.1 

11.3 

5.6 

1.1 

3.0 

NM 

2.9 

7 

L7 

41 

5.7 

Alco  Standard 

y.y 

def 

O  1 

C.l 

4o.U 

Q  7 
V.I 

ou.y 

MM 

d  n 
r-L) 

6,445 

U 

O.U 

Comdisco 

9.8 

9.3 

7.7 

52.4 

10.6 

-2.4 

NM 

200.0 

2,153 

67 

3.1 

Interface 

9.8 

6.2 

5.8 

57.3 

16.1 

0.6 

-9.6 

-8.2 

599 

12 

2.0 

uieDoid 

ion 

U.U 

A  O 

KIM 

17  7 

LI  .1 

601 

A  O 

O.U 

Smith  Corona 

9.0t 

0.0 

0.7 

19.6 

-6.3 

-12.0 

NM 

P-Z 

322 

0 

0.0 

United  Stationers 

8.0 

9.5 

6.7 

36.6 

9.0 

34.3 

-10.9 

62.0 

1,470 

21 

1.5 

Mine  Safety  Appliances 

7.9 

2.9 

2.9 

9.8 

6.4 

-15.8 

NM 

-45.9 

436 

8 

1.7 

Avery  Dennison 

7  7 
I.I 

7  Q 

/.y 

OA  Q 

3.0 

1  7 
-L.I 

KIM 

2,597 

OO 

i.e. 

Herman  Miller 

6.5 

9.6 

9.0 

6.5 

2.8 

7.1 

-17.9 

D-P 

878 

27 

3.1 

Nashua 

5.8 

11.2 

10.2 

11.0 

-11.0 

8.2 

-21.0 

500.0+ 

576 

13 

2.3 

Xerox 

2.6 

def 

2.4 

52.3 

3.8 

2.7 

NM 

P-D 

18,490 

-285 

def 

Moore  Corp 

1.1 

1.1 

1.2 

4.5 

NM 

-4.6 

NM 

D-P 

2,339 

13 

0.6 

Anacomp 

def 

28.9 

10.1 

93.7 

3.6 

-6.2 

66.8t 

-42.1 

590 

12 

2.0 

AM  International 

NA 

NA 

NA 

49.1 

-8.5 

-13.6 

NM 

NA 

535 

NA 

NA 

Fisher  Scientific 

NA 

20.0 

16.8 

43.7 

4.9 

15.7 

NA 

21.2 

935 

31 

3.4 

Pittway 

NA 

6.8 

5.7 

1.6 

8.4* 

14.3 

-10.1* 

107.6 

627 

19 

3.0 

Medians 

9.9 

11.7 

10.2 

20.9 

5.7 

2.8 

-10.9 

5.4 

662 

27 

3.4 

Industrial  services 

Cintas 

19.6 

18.7 

14.5 

25.0 

17.3 

14.1 

16.7 

6.5 

470 

46 

9.8 

Safety-Kleen 

14.8 

7.6 

5.2 

34.6 

19.0 

5.2 

2.4 

-18.8 

805 

38 

4.7 

Ogden 

12.1 

12.5 

5.3 

73.9 

14.0 

16.0 

NM 

23.2 

1,981 

60 

3.0 

Figgie  Intl 

10.5 

1.4 

3.1 

44.9 

2.4 

-3.2 

-10.4 

-81.5 

1,157 

6 

0.5 

CDI 

6.4 

5.4 

4.6 

35.7 

6.8 

8.2 

-24.1 

500.0+ 

902 

6 

0.7 

CRSS 

def 

def 

6.5 

32.9 

NM 

24.8 

NM 

D-D 

572 

6 

1.1 

Ecolab 

def 

21.5 

15.6 

27.6 

NM 

5.0 

NM 

D-P 

1,037 

74 

7.1 

Borg-Warner  Security 

NA 

def 

def 

97.5 

9.0 

9.6 

NA 

P-D 

1,730 

-235 

def 

Medians 

10.5 

6.5 

5.3 

35.2 

7.9 

8.9 

-24.1 

-6.1 

970 

22 

2.0 

Environmental  &  waste 

WMX  Technologies 

21.5 

10.9 

6.1 

45.7 

26.7 

5.7 

16.8 

-37.0 

8,952 

473 

5.3 

Thermo  Electron 

12.8 

12.6 

8.1 

36.9 

19.2 

36.7 

18.4 

22.1 

1,203 

73 

6.0 

Browning-Ferris  inds 

10.8 

13.3 

9.3 

41.9 

10.4 

6.3 

NM 

3.6 

3,495 

197 

5.7 

Zurn  Industries 

10.4 

2.3 

2.5 

7.3 

9.8 

31.5 

NM 

-46.5 

853 

6 

0.7 

ICF  Kaiser  Intl 

1.4 

def 

5.3 

40.2 

46.6 

-22.6 

NM 

D-D 

584 

4 

0.8 

Intl  Technology 

0.4 

def 

def 

33.5 

15.5 

-2.8 

NM 

D-D 

408 

-16 

def 

Air  &  Water  Tech 

def 

def 

2.1 

50.2 

14.3 

4.9 

NM 

D-D 

724 

-5 

def 

Medians, 

10.4 

2.3 

5.3 

40.2 

15.5 

5.7 

NM 

-46.5 

853 

6 

0.8 

Industry  medians 
All-industry  medians 


12.5 
11.5 


10.9 
11.7 


9.0 
8.4 


31.7 
33.1 


8.1 
6.7 


6.0 
5.1 


-10.9 
-19.8 


5.0 
8.6 


829 
1,311 


27 
47 


3.1 
3.9 


D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit, 
equity.    NM:  Not  meaningful.    *Four-year  average.    tThree-year  average 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSvurce  Information  Services. 


P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit. 
For  further  explanation,  see  page  105. 


NA:  Not  available.    NE:  Negative 
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Capital  goods 

With  health  care  and  other  mandated  payroll  costs  surging, 
companies  would  rather  substitute  capital  for  labor — 
and  the  capital  goods  companies  don't  mind  a  bit. 


Dver  the  last  12  months,  sales  growth  for  capital  goods  for  1993  are  in,  Levkovich  expects  fixed  business  invest- 

nanulacturers  averaged  3.8%,  up  from  only  0.5%  a  year  ment  to  show  an  11%  gain  in  real  terms;  he  forecasts  an 

before.  additional  9%  increase  in  1994,  as  companies  continue  to 

Capital  goods  spending  in  1993  hit  its  largest  percent-  replace  increasingly  expensive  workers  with  productivity- 

ige  increase  in  nine  years,  according  to  Tobias  Levkovich,  enhancing  plants  and  equipment. 

in  analyst  at  Smith  Barney  Shearson.  Once  all  the  figures        Manufacturers  of  construction  and  farm  equipment  and 


Capital  goods 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Company 

Return  on  equity 

5-year  latest 
average     12  mos 

%  % 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

!     %  % 

Sales 

5-year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5-year  latest 
average      12  mos 

%  % 

late: 
12  m 
$mi 

latest 
12  mos 
$mil 

latest 
12  mos 

%  ' 

Electrical  equipment 

Premier  Industrial 
MagneTek 
General  Electric 
Mark  IV  Industries 
Honeywell 

28.1  24.1 
22.6  11.6 

21.2  21.5 
21.0  13.5 
20.4  13.6 

23.0  1.5 
7.5  78.5 

12.9  52.2 
9.5  62.8 

11.4  21.3 

4.6  7.6 
10.0  22.3 

4.3  0.4 
22.0  2.0 

2.1  -2.9 

8.3  9.9 
4.5  -28.7 

16.5  9.1 
8.9  21.5 

-3.8t  -47.3 

702 
1,556 
58,676 
1,212 
6,048 

90 
22 
5,041 
48 
242 

12.8 
1.4 
8.6 
4.0 
4.0 

Emerson  Electric 
Hubbell 
WW  Grainger 
Thomas  &  Betts 
Andrew 

20.0  18.9 

19.1  17.5 

16.7  15.5 
14.4  12.4 

11.8  13.8 

16.8  11.2 
17.2  0.5 
14.7  0.7 
8.7  46.0 
12.7  19.6 

3.7  6.1 
6.5  6.6 
11.9  12.2 
14.6  14.1 
11.9  -2.5 

5.7  6.4 
8.5  2.6 
9.3  8.2 
-2.8  29.7 
18.3  24.9 

8,174 
821 
2,564 
1,061 
431 

708 
96 

144 
58 
28 

8.7 
11.7 
5.6 
5.4 
6.5 

National  Service 
Valmont  Industries 
Genlyte  Group 
Imo  Industries 
Westinghouse 
General  Cable 
Willcox  &  Gibbs 

10.9  11.0 
10.2  16.4 
5.9*  def 
def  def 
def  def 
NA  NA 
NA  def 

9.5  3.4 
12.3  25.0 
3.4  66.9 
3.9  58.0 
def  41.4 
def  60.1 
def  55.2 

4.0  10.5 
6.2  3.7 
-1.9  2.0 
18.7  -8.3 
-2.6  -13.0 
6.2  -14.7 
7.8*  31.7 

-7.1  1.3 
NM  D-P 
NM  P-D 
NM  D-D 
NM  P-D 
NA  NA 
NM  D-D 

1,805 
434 
433 
864 

8,792 
818 
558 

75 
19 
-1 
-7 

-1,076 
-96 
-7 

4.2 
4.3 
def 
def 
def 
def 
def 

Medians 

16.7  13.5 

9.5  41.4 

6.2  3.7 

0.8  4.5 

1,061 

48 

4.2 

Heavy  equipment 

Federal  Signal 
Stewart  &  Stevenson 
Harnischfeger  Inds 
Trinity  Industries 
Ingersoll-Rand 

21.0  21.0 
19.4  16.5 
11.2  def 
10.7  12.9 
10.6  9.9 

19.1  9.8 
14.9  6.2 

def  27.2 
10.4  33.3 

10.2  17.9 

9.4  7.9 

17.0  20.5 

8.5  -10.2 

15.1  22.3 
7.0  11.0 

19.1  13.8 
21.4  24.7 
28.4  P-D 
8.8  94.6 
NM  -8.3 

548 
909 
1,267 
1,647 
4,024 

38 
50 

-20 
64 

128 

7.0 
5.6 
def 

3.9  . 
3.2 

Nacco  Industries 
Deere  &  Co 
McDermott  Intl 
Caterpillar 
Indresco 

10.3  5.8 
6.2  4.0 
3.0  21.3 
def  33.7 
def*  def 

5.4  70.7 
4.3  48.2 
12.9  42.9 
13.6  64.1 
def  0.6 

26.7  4.8 
6.7  7.3 
8.3  -2.9 
3.1  12.7 
-14.0  IMA 

-12.2  -37.6 
NM  D-P 
NM  -4.1 
NM  D-P 
NM  NA 

1,510 
7,474 
3,092 
11,181 
531 

14 
107 
101 
531 
-34 

0.9 
1.4 

3;3 
4.8 
def 

Clark  Equipment 
Tenneco 
Allied  Products 
Terex 

def  7.2 
def  def 
def  def 
def  NE 

6.9  34.4 
def  58.1 
4.4  50.2 
def  289.7 

-4.2  -6.6 
-1.3  -2.0 
-10.0  13.4 
36.3  -8.0 

NM  D-P 
NM  P-D 
NM  D-D 
NM  D-D 

846 
13,193 
375 
830 

21 
-513 
0 

-67 

2.5 
def 
def 
def 

Medians 

4.6  6.5 

6.1  38.7 

7.7  7.3 

NM  -4.1 

1,389 

30  1.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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lar's  domestic  sales  of  construction  equipment  and  diesel 
engines  were  up  27.5%.  New  construction  activity  will 
probably  remain  fairly  strong  in  1994,  assuming,  of 
course,  that  interest  rates  remain  low  enough  not  to  choke 
off  the  economic  rebound. 

With  a  recovery  clearly  under  way,  capital  goods  makers 
were  able  to  pass  along  some  price  increases.  Over  the  past 
year,  prices  of  construction  equipment  were  up  about  4%, 
farm  equipment  about  3%. 

Capital  goods  companies  would  have  enjoyed  an  even 
better  year  in  1993  were  it  not  for  the  continued  economic 
slump  in  Europe  and  Japan.  But  a  cheaper  dollar  made 
U.S.  capital  goods  more  competitive  in  these  and  other 
foreign  markets.  m 


Capital  goods 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on 

equity 

Sales 

Earnings  per  share 

Return  on 

capital 

1 

1 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

lates 

late: 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  m 

12  m 

12  mos 

Company 

% 

% 

%■ 

% 

% 

■% 

% 

$mi 

$mi 

%  . 

Other  industrial 

equipment 

BWIP  Holding 

43.9t 

21.5 

16.6 

28.9 

12.2* 

5.1 

81.3* 

-16.7 

449 

33 

7.3 

Nordson 

27.5 

21.1 

19.3 

9.3 

16.1 

10.3 

8.9 

-21.5 

453 

39 

8.6 

EG&G 

21.6 

17.3 

17.1 

U.4 

20.1 

0.2 

9.0 

-5.6 

2,746 

81 

3.0 

Ametek 

20.0 

12.0 

8.4 

44.6 

12.0 

-2.8 

3.3 

-43.6 

740 

25 

3.4 

Illinois  Tool  Works 

18.1 

14.8 

13.3 

22.0 

10.9 

9.7 

9.7 

5.7 

3,073 

iyy 

6.5 

Dover 

18.0 

18.7 

18.1 

0.2 

6.5 

6.4 

4.4 

21.8 

2,385 

150 

6.3 

Keystone  Intl 

16.8 

15.5 

15.0 

5.3 

13.3 

-7.5 

5.9 

53.4 

515 

39 

7.6 

Briggs  &  Stratton 

16.4 

23.4 

18.0 

17.9 

4.6 

10.5 

27.lt 

51.1 

1,166 

79 

6.8 

Donaldson 

16.3 

16.2 

15.7 

4.6 

7.7 

10.6 

14.6 

10.3 

533 

28 

5.3 

Crane 

14.8 

19.5 

15.6 

26.9 

2.4 

-0.2 

NM 

168.2 

1,304 

54 

4.1 

Watts  Industries 

14.5 

9.5 

8.6 

22.5 

21.5 

10.8 

7.9 

-20.1 

487 

31 

6.4 

Tyco  International 

14.0 

7.9 

6.8 

37.7 

15.8 

-0.9 

-4.1 

-22.5 

3,096 

75 

2.4 

Giddings  &  Lewis 

13.9t 

12.3 

11.3 

0.0 

33.2 

-0.7 

29.2* 

25.7 

574 

43 

7.5 

Stanley  Works 

12.5 

10.6 

8.8 

22.3 

3.6 

7.6 

NM 

3.2 

2,294 

101 

4.4 

Pentair 

12.2 

13.0 

9.3 

37.1 

9.9 

7.9 

5.2 

12.5 

1,309 

47 

3.6 

Cooper  Industries 

11.8 

11.8 

9.0 

36.0 

12.1 

3.8 

9.9 

-7.8 

6,311 

361 

5.7 

Goulds  Pumps 

11.5 

10.3 

9.2 

21.8 

7.7 

-2.2 

NM 

-30.4 

556 

20 

3.6 

Kennametal 

9.0 

def 

1.1 

34.9 

7.4 

5.3 

-11.6 

P-D 

625 

-1 

def 

Commercial  Intertech 

8.9 

9.6 

8.1 

25.7 

5.9 

5.9 

NM 

75.3 

462 

15 

3.2 

Parker  Hannifin 

7.6 

6.7 

6.6 

25.7 

0.9 

3.2 

-12.2 

0.8 

2,489 

65 

2.6 

Tecumseh  Products 

7.1 

10.6 

10.5 

1.9 

4.5 

1.7 

-12.9 

20.9 

1,285 

68 

5.3 

General  Signal 

5.0 

5.0 

4.2 

25.2 

NM 

-11.2 

-15.5 

-67.6 

1,469 

22 

1.5 

Bearings 

4.8 

7.3 

6.6 

36.1 

9.4 

2.7 

-14.8 

D-P 

842 

10 

1.2 

Applied  Power 

1.6 

3.4 

4.6 

50.9 

14.2 

0.9 

-29.3 

D-P 

360 

3 

0.9 

Timken 

1.5 

1.3 

1.7 

19.2 

5.0 

2.2 

-23.1 

D-P 

1,667 

12 

0.7 

Interlake 

1.0 

NE 

7.2 

187.9 

-4.4 

-2.1 

NM 

D-D 

691 

-18 

def 

Lincoln  Electric 

def 

def 

def 

47.0 

13.9 

-1.3 

NM 

P-D 

848 

-42 

def 

Trinova 

def 

3.4 

3.9 

48.2 

NM 

-0.2 

-25.7 

D-P 

1,674 

12 

0.7 

Cincinnati  Milacron 

def 

6.6 

6.3 

29.9 

-1.8 

26.1 

NM 

-35.4 

975 

9 

0.9 

Amphenol 

def 

9.5 

5.5 

70.1 

2.2* 

22.7 

NM 

.  -2.8 

565 

16 

2.8 

Eagle-Picher  Inds 

NE 

NE 

12.1 

26.6 

-3.7 

7.1 

NM 

40.6 

647 

34 

5.3 

Rexnord 

NE 

def 

7.1 

76.2 

7.1 

3.0 

NM 

D-P 

534 

17 

3.2 

York  International 

NE 

16.1 

13.5 

32.7 

13.4 

4.3 

NM 

15.9 

1,974 

74 

3.8 

Medians 

11.5 

10.3 

8.8 

26.6 

7.7 

3.2 

-12.9 

5.7 

848 

33 

3.6 

Industry  medians 

10.8 

10.6 

8.9 

29.4 

7.3 

3.8 

-12.2 

4.4 

1,018 

34 

3.5 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,31 

1 

47 

3.9 

D-D:  Deficittodefir.it.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-l.  Profit  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity.    NM:  Not  meaningful     *  Pour-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes:  Value  Line  Data  Bate  Service  via  OneSource  Information  Services. 


e  tools  did  especially  well  in  1993.  In  the  first  half 
c  year,  orders  for  metal-cutting  and  metal-forming 
line  tools  were  up  39%  over  the  first  half  of  1992. 
Among  the  capital  goods  beneficiaries  of  this  increased 
demand:  Agco  Corp.,  Parker  Hannifin,  Ingersoll-Rand 
and  Timken. 

John  Deere's  farm  equipment  sales  were  up  8%  over 
fiscal  1992,  as  farmers  finally  vented  some  of  their  pent-up 
demand.  For  the  year  ahead,  the  U.S.  economy  is  likely  to 
provide  the  industry's  main  strength,  while  the  European 
recovery  is  doubtful  before  year's  end. 

An  improving  housing  market  and  a  slight  uptick  in 
infrastructure  spending  helped  manufacturers  of  construc- 
tion equipment.  In  the  first  nine  months  of  1993  Caterpil- 
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4<We  are  in  a  mode 
to  create  jobs" 

"All  recessions  teach  us 
humility  and  new  lessons  in 
life,"  says  Timothy 
Home,  55,  chief  executive, 
chairman  and  controlling 
shareholder  of  Watts  In- 
dustries, Inc. 

Watts  is  a  North  Ando- 
ver,  Mass. -based  manufac- 
turer of  valves  for  water, 
steam,  oil  and  gas,  and  oth- 
er fluids  and  gases.  The 
company's  flagship  divi- 
sion, Watts  Regulator,  is 
best  known  for  its  name- 
sake valves,  which  pre- 
vent backflow  and  regulate 
water  flow,  temperature 
and  pressure.  This  division 
was  acquired  by  Tim 
Home's  grandfather  in 
1918. 

Valves  are  not  a  very 
glamorous  business,  but  up 
until  its  most  recent  fiscal 
year — which  ended  in 
June — Watts  Industries 
was  one  of  the  capital  goods 
industry's  more  profit- 
able members.  Earnings 
had  been  rising  at  a  21% 
average  annual  rate  since 
Home  became  chairman 
in  1978.  Return  on  equity 
over  the  past  five  years 
averaged  14.5%,  3.7 
points  above  the  industry 
median. 

But  in  fiscal  1993  net 
income  dropped  5%  (be- 
fore one-time  charges) 
because  of  sluggish  de- 
mand from  commercial 
and  residential  builders  and 
a  sharp  slump  in  aero- 
space and  Navy 
contracts. 

Home  responded  by 
changing  his  production 
mix,  weighting  it  more 
heavily  with  water  valves 
through  acquisitions  and 
oil  and  gas  valves,  which  to- 
gether accounted  for  75% 
of  Watts'  $487  million  in 


revenues  in  the  latest  1 2 
months.  Says  Home:  "We 
are  going  to  emphasize 
the  products  we  do  best." 
Earnings  per  share  will  re- 
bound 1 5%  this  fiscal  year, 
to  $2.65,  predicts  Alex- 
ander P.  Paris  of  Barrington 
Research  Associates. 

Home  is  spending  over 
$11  million  this  year — 
about  2.5%  of  sales — to 
develop  new  products, 
mainly  in  the  water  and 
oil  and  gas  sectors. 

Home  is  counting  on 
overseas  markets  to  prime 
Watts'  sales  pump.  Five 
years  ago  Watts  had  virtual- 


ly no  presence  in  Europe. 
Then  Home  bought  five 
European  companies; 
they  make  plumbing  and 
heating  valves  for  hous- 
ing and  municipal  water- 
works. Last  fiscal  year  Eu- 
ropean sales  reached  $58 
million,  over  12%  of  total 
sales.  For  the  first  quarter  of 
fiscal  1994  European  op- 
erating profits  were  in  ex- 
cess of  14%,  despite  Eu- 
rope's depressed  econo- 
mies. Home  plans  to  push 
into  Eastern  Europe,  to 
sell  his  valves  in  a  strong 
market  created  by  the  in- 
creasing demand  for  resi- 


Watts  Industries' 
Timothy  Home 
Learning 
the  lessons 
of  recession. 


dential  housing.  Watts  is 
also  in  serious  talks  with  po- 
tential manufacturing 
and  sales  partners  in  China, 
Thailand  and  Indonesia. 

When  Home  took 
Watts  Industries  public  in 
1986,  Watts  stock  was  at 
$16.50  a  share.  Today  it 
trades  near  $50.  Home 
and  his  family  control  81% 
of  the  company's  voting 
stock,  worth  over  $266 
million. 

Home  is  convinced  the 
recession  is  now  behind 
him.  "We  are  in  a  mode 
to  create  jobs,"  he 
savs.  -P.M.  n 
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Chemicals 

On  average,  chemical  prices  rose 

only  modestly  in  1993, 

but  averages  can  be  deceiving. 


By  Neil  Weinberg 


Chemical  industry  fortunes  closely  follow  those  of  the 
U.S.  economy,  so  it's  not  surprising  that  sales  rose  an 
estimated  4%,  to  $312  billion,  last  year.  The  increase 
helped  boost  net  profits  an  estimated  60%,  to  $21  billion, 
and  the  industry's  net  margin  to  6.5%,  from  4.2%  in  1992. 
(All  numbers  are  from  the  Chemical  Manufacturers  Asso- 
ciation.) Over  the  last  12  months  the  median  return  on 
equity  for  the  chemical  companies  covered  in  our  survey 
was  10.5%,  only  slightly  below  the  all-industry  median 
of  11.7%. 

Increased  activity  in  the  auto  and  home  construction 
industries  helped  push  up  chemical  plant  usage  2.7  per- 
centage points,  to  81.2%  of  capacity.  This  is  around  the 
level  where,  historically,  prices  have  begun  rising.  But  this 
time  around,  the  recovery's  sluggish  pace  and  chemical 
customers'  determination  to  keep  a  lid  on  costs  are 
expected  to  constrain  price  hikes.  Last  year  chemical  prices 
rose  only  about  1.8%  on  average,  but  the  average  hides 
some  big  differences.  Drug  and  pharmaceutical  chemical 
prices  climbed  by  around  5%,  but  agricultural  chemical 
prices  fell  about  1%. 


Specialty  chemical  companies — including  makers  of 
chemicals  for  water  treatment  and  electronics — were  the 
big  winners  again  in  1993.  The  specialty  firms  like  H.B. 
Fuller  and  Morton  International  (see  box)  got  a  big  boost 
from  the  auto  industry,  whose  vehicles  contain  an  average 
of  $2,000  of  chemical  compounds,  including  plastics.  But 
diversified  chemical  firms  like  Du  Pont  and  Dow  Chemical 
still  struggled  with  overcapacity  in  commodities  such  as 
ethylene.  The  companies  in  this  industry  subgroup  show  a 
2.5%  drop  in  sales,  and  a  12.2%  drop  in  earnings  per  share 
over  the  past  12  months. 

As  one  of  the  nation's  top  exporters,  chemical  compa- 
nies face  weak  demand  in  recession-racked  Europe  and 
Japan.  Still,  the  share  of  industry  output  shipped  abroad 
rose  about  $1  billion  in  1993,  to  almost  $45  billion, 
accounting  for  about  14%  of  sales.  Sales  to  Mexico,  already 
the  industry's  third-largest  export  market,  jumped  1 3%,  to 
$3.5  billion,  in  1993.  The  chemical  industry  should  reap 
added  gains  there  from  passage  of  the  North  American 
Free  Trade  Agreement. 

What  do  chemical  producers  expect  in  the  year  ahead? 


Net 

Profit 

income 

margin 

latest 

latest 

12  mos 

12  mos 

$mil 

% 

Diversified 


FMC 

39.0 

44.3 

13.2 

72.8 

5.2 

-4.3 

NM 

-48.6 

3,810 

100 

2.6 

Valspar 

22.7 

22.4 

21.1 

4.8 

9.0 

4.2 

14.8 

13.9 

698 

38 

5.5 

A  Schulman 

17.4 

12.6 

12.1 

3.3 

3.6 

-6.4 

9.1 

-12.2 

685 

39 

5.7 

Dow  Chemical 

14.1 

5.3 

5.9 

35.2 

6.6 

-2.9 

-26.3 

1.9 

18,274 

442 

2.4 

Rohm  &  Haas 

13.4 

5.4 

5.1 

30.2 

5.8 

10.1 

-^.1 

-60.8 

3,265 

92 

2.8 

Monsanto 

12.1 

17.7 

14.2 

29.2 

NM 

-1.7 

NM 

55.2 

7,885 

577 

7.3 

El  du  Pont  de  Nemours 

10.5 

1.3 

1.9 

35.6 

4.7 

-3.8 

-10.5 

-82.6 

36,417 

168 

0.5 

Rhone-Poulenc 

8.1 

6.6 

6.8 

36.0 

8.0 

-2.5 

-19.2 

76.1 

13,869 

371 

2.7 

Olin 

7.2 

3.5 

4.0 

32.3 

3.0 

-1.7 

-10.2 

-57.2 

2,377 

36 

1.5 

Univar 

6.9 

3.1 

3.7 

48.2 

8.7 

4.8 

-17.7 

-31.6 

1,831 

5 

0.3 

Hercules 

5.0 

11.0 

9.4 

21.6 

1.4 

-2.8 

NM 

28.0 

2,797 

192 

6.9 

BF  Goodrich 

3.0 

4.7 

5.2 

30.7 

2.4 

-22.8 

NM 

D-P 

1,944 

44 

2.3 

Union  Carbide 

2.1t 

9.3 

7.3 

36.5 

NM 

-1.7 

-19.5 

DP 

4,754 

140 

2.9 

First  Mississippi 

def 

def 

def 

39.3 

6.4 

-9.7 

NM 

D-D 

441 

-23 

def 

Imperial  Chemical  Inds 

NA 

def 

def 

27.6 

NA 

0.8 

NA 

P-D 

12,415 

-711 

def 

Medians 

9.3 

5.4 

5.9 

32.3 

5.0 

-2.5 

-19.4 

-12.2 

3,265 

92 

2.6 

D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Profit  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Out 

from  the 
salt  mines 


Morton  President 
S.  Jay  Stewart  (left) 
and  Chairman 
Charles  Locke 
Already  control- 
ling 60%  of  the  10- 
million-unit  U.S. 
air  bag  market. 


Since  its  spinoff  from  the 
unhappy  conglomerate 
called  Morton  Thiokol  in 
1989,  Chicago-based  Mor- 
ton International,  Inc.'s 
sales  have  grown  by  an  aver- 
age of  12%  annually. 

Morton's  performance 
to  date  has  been  modest. 
But  better  days  are  com- 
ing. That's  thanks  in  large 
part  to  the  company's  air 
bag  inflator  and  compo- 
nents business. 

Morton  already  con- 
trols about  60%  of  a  rough- 
ly 10-million-unit  U.S. 
market,  and  will  benefit 
from  the  government  re- 
quirement that  every  car 
sold  in  the  U.S.  must 
have  an  air  bag  on  both  the 
driver  and  passenger  sides 


by  1997.  And  worldwide 
air  bag  demand  is  expect- 
ed to  more  than  double 
over  the  next  four  years, 
to  around  44  million  units. 

Morton  began  invest- 
ing in  air  bag  technology  in 
the  1960s  when  almost 
nobody  else  saw  the  poten- 
tial. "We  experimented 
through  the  1970s,  but  it 
wasn't  until  1985  that  we 
got  our  first  big  contract 
with  Mercedes  for  the 
U.S.  market,"  says  Charles 
Locke,  chairman  and 
chief  executive. 

In  the  past  three  years 
Morton  built  two  new  fac- 
tories in  Utah  and  ex- 
panded its  facility  in  Prom- 
ontory, Utah  for  making 
sodium  azide,  a  chemical 


that  creates  nitrogen  gas 
when  an  air  bag  is  de- 
ployed. Combined,  these 
plants  now  employ  nearly 
4,000  people. 

Morton  also  has  a  spe- 
cialty chemical  division  that 
makes  coatings,  electron- 
ic materials,  adhesives  and 
specialty  polymers.  In 
coatings  alone,  Morton's 
sales  reached  $340  mil- 
lion in  its  fiscal  year  ended 
last  June.  That's  a  nearly 
21/2-fold  increase  since 
1989. 

But  Morton  is  proba- 
bly still  best  known  for  its 
salt — a  business  that  con- 
tributes 22%  of  revenues 
and  has  gross  operating 
margins  of  20%,  making  it 
Morton's  most  profitable 


unit.  "Long  ago  we  said 
this  is  a  cash- cow- type 
business,"  says  Locke.  "We 
want  to  keep  it  healthy 
but  not  overinvest."  Mor- 
ton operates  most  of  its 
six  salt  mines  at  sites  close 
to  large  markets,  which 
keeps  costs  low. 

Wall  Street  is  starting 
to  pay  attention  to  Morton. 
Through  mid-November 
Morton's  stock  was  up 
58%,  to  96V4  a  share, 
laine  Mehring,  an  analyst  at 
Prudential  Securities  is 
predicting  a  34%  increase  in 
per-share  earnings,  to 
$4.35,  for  Morton's  fiscal 
year  ending  June  1994. 
For  the  following  year 
Mehring's  forecast 
is  $5.  -N.W.  H 
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CHEMICALS 


Despite  the  outlook  for  flat  prices,  sales  will  probably  rise 
5%  and  earnings  twice  as  much,  as  economic  recovery  takes 
hold,  according  to  a  survey  of  about  90  companies  by  the 
Chemical  Manufacturers  Association.  Overall,  chemical 
makers  expect  an  increase  in  exports  of  about  3%,  to  $46 
billion,  in  1994.  Companies  whose  earnings  are  highly 
geared  to  overseas  sales  include  Lubrizol  and  Nalco: 
The  industry  dodged  a  bullet  in  the  guise  of  the  Clinton 


Administration's  proposed  Btu  tax  last  year  and  will  battle- 
any  resurrected  energy  tax  proposed  in  1994.  With  foreign 
rivals — including  determined  Asian  firms — increasingly 
intent  on  wrestling  away  market  share  from  traditionally 
strong  U.S.  firms,  any  additional  levies  or  regulation  will 
come  at  the  price  of  American  jobs  and  sales,  warns  Allen 
Lenz,  director  of  trade  and  economics  at  the  Chemical 
Manufacturers  Association.  ■* 


Chemicals 


Company 


Specialized 


Profitability 


Return  on  equity 

w  ■  •  u 

5-year  latest 
average     12  mos 


Net  Profit 
Sales    income  margin 


Return  on 
.  capital 


5 -year 
average 

% 


Earnings  per  share 


5-year 
average 

% 


Lyondell  Petrochem 

68.4* 

NE 

7.0 

91.2 

5.3 

-13.8 

-57.3t 

-76.3 

4,253 

7 

0.2 

Vigoro 

41.6 

21.9 

14.5 

39.8 

2.1 

-2.5 

9.4 

-4.1 

581 

42 

7.2 

Crompton  &  Knowles 

29.9 

23.4 

21.3 

7.3 

16.4 

12.8 

29.3 

16.2 

553 

50 

9.0 

Nalco  Chemical 

26.9 

24.9 

14.4 

7.8 

9.7 

3.5 

12.6 

8.6 

1,399 

153 

10.9 

Great  Lakes  Chemical 

24.1 

25.0 

25.5 

4.9 

27.7 

24.9 

26.3 

23.8 

1,766 

264 

14.9 

Betz  Laboratories 

23.8 

19.7 

18.0 

0.0 

13.3 

-1.6 

16.1 

-6.4 

689 

76 

11.0 

Sigma-Aldrich 

23.2 

20.2 

19.3 

3.2 

16.5 

11.1 

16.0 

12.4 

712 

103 

14.5 

Loctite 

23.0 

19.4 

18.7 

1.0 

9.6 

0.8 

14.4 

4.6 

607 

73 

12.0 

Georgia  Gulf 

20.9 

NE 

24.8 

130.9 

NM 

1.2 

-24.5 

-26.5 

774 

41 

5.3 

Sterling  Chemicals 

19.7 

def 

1.9 

69.0 

-6.4 

20.5 

NM 

P-D 

519 

-5 

def 

Intl  Flavors  &  Frags 

19.1 

19.4 

19.2 

0.0 

8.1 

7.8 

9.9 

2.7 

1  183 

189 

16.0 

Lubrizol 

19.0 

8.4 

7.9 

5.4 

9.2 

-3.7 

11.2 

-50.5 

1,509 

68 

4.5 

Wellman 

17.6 

11.2 

7.8 

36.9 

30.2 

1.3 

9.8 

3.1 

835 

54 

6.5 

RPM 

17.6 

17.4 

10.9 

37.0 

13.0 

9.4 

9.7 

10.4 

643 

41 

6.4 

Sherwin-Williams 

17.1 

17.8 

16.9 

5.7 

8.9 

7.3 

8.6 

13.0 

2,889 

162 

5.6 

NCH 

17.0 

12.2 

11.9 

2.8 

6.2 

-0.3 

6.4 

-14.8 

675 

34 

5.1 

Airgas 

14.9 

11.8 

7.3 

46.5 

22.8 

18.3 

NM 

52.7 

453 

16 

3.5 

Stepan 

14.8 

10.1 

6.5 

39.3 

8.4 

2.1 

NM 

-32.9 

441 

10 

2.3 

Air  Prods  &  Chems 

13.4 

9.5 

7.1 

24.1 

6.4 

3.4 

NM 

-28.2 

3,328 

201 

6.0 

HB  Fuller 

13.3 

11.6 

10.2 

17.9 

8.8 

6.6 

9.0 

-15.6 

971 

30 

3.1 

Morton  International 

12.4 

10.9 

9.9 

14.8 

13.2 

13.5 

4.1 

-8.1 

2,391 

135 

5.6 

Cabot 

10.8 

6.4 

5.3 

39.7 

NM 

3.7 

NM 

-43.4 

1,614 

37 

2.3 

Witco 

9.9 

6.7 

7.0 

35.9 

3.1 

26.3 

NM 

^43.3 

2,100 

45 

2.2 

MA  Hanna 

9.8 

9.8 

7.3 

45.3 

17.7 

17.7 

-20.7 

4.4 

1,516 

34 

2.2 

Ferro 

9.8 

14.8 

13.3 

16.4 

3.9 

-3.6 

NM 

5.1 

1,062 

58 

5.5 

Dexter 

8.8 

10.9 

9.4 

35.6 

4.1 

-7.5 

NM 

82.1 

891 

34 

3.9 

Grow  Group 

8.3 

14.1 

11.8 

1.5 

NM 

-6.7 

NM 

13.4 

373 

14 

3.7 

Akzo 

8.3 

6.6 

5.9 

14.1 

1.1 

0.0 

-16.2 

5.7 

8,831 

258 

2.9 

WR  Grace 

6.9 

def 

def 

46.6 

3.6 

-14.0 

NM 

D-D 

4,785 

-183 

def 

NL  Industries 

4.2* 

NE 

def 

103.9 

NM 

-7.7 

NM 

D-D 

821 

-77 

def 

IMC  Fertilizer  Group 

2.4 

def 

def 

54.4 

-3.8 

-7.7 

NM 

P-D 

943 

-161 

def 

Terra  Industries 

def 

10.0 

8.3 

32.2 

-4.6 

10.7 

NM 

52.4 

1,156 

22 

1.9 

Scotts 

NE 

12.8 

12.5 

32.0 

15.7 

12.9 

NM 

27.4 

466 

21 

4.5 

Ethyl 

NA 

NA 

NA 

43.3 

6.6 

19.3 

NA 

NA 

1,921 

NA 

NA 

Intl  Specialty  Prods 

NA 

6.9 

4.9 

38.1 

9.4 

-0.1 

NA 

-42.9 

558 

36 

6.5 

Praxair 

NA 

16.1 

10.1 

49.1 

9.9 

-4.7 

NA 

-30.2 

2,462 

91 

3.7 

Rexene 

NA 

NA 

NA 

83.6 

-7.4 

2.5 

NA 

NA 

425 

NA 

NA 

Medians 

14.9 

11.2 

9.9 

35.6 

8.1 

2.5 

-20.7 

-4.1 

943 

41 

4.5 

Industry  medians 

13.4 

10.5 

8.1 

33.8 

6.4 

0.8 

-19.5 

-5.3 

1,291 

43 

3.7 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit. 

P-D:  Pro! 

it  to  deficit. 

P-Z:  Profit  to  zero. 

Z-D:  Zero  to 

deficit,  def 

Deficit.  NA:Notava 

lable.  NE: 

Negative 

— I    "  v,„™,,„„6iw„       i  uui-;rai  ovemge.      |  llliec-ycdl  dvtric 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Take  a  fresh  look  at  our  country. 
Then  take  a  free  look  at  yours. 


Fly  South  African  Airways  on  business 
and  we'll  give  you  a  free  roundtrip  ticket 
anywhere  in  the  U.S. 

There's  never  been  a  better  time  to  see 
how  South  Africa  can  benefit  your  business, 
or  a  better  incentive  to  fly  there  with  us. 

If  you  fly  roundtrip  First  Class  or 
Business  Class  on  our  nonstop  service 
from  JFK  or  Miami,  we'll  give  you  a  free 
roundtrip  ticket  on  American  Airlines 
anywhere  in  the  continental  U.S.* 

Our  offer  is  good  through  March  31. 
But  the  impression  we  make  will  last  a  lot 
longer.  So  see  your  travel  agent  or  call 
SAA  at  1-800-722-9675,  and  let  us  show 
you  our  country. 

Then  feel  free  to  see  some  sights  of 
your  own. 

'Offer  cannot  be  combined  with  any  SAA  discounted  fare. 
Travel  must  originate  in  the  U.S. 


A 

SOUTH  AFRICAN  AIRWAYS 


omputers  &  communications 


Bell  Atlantic's  proposed  acquisition  of 

Tele-Communications,  Inc.  may  be  remembered 

as  the  first  paved  mile  in  the  digital  data  superhighway. 


By  Julie  Pitta 


The  smoldering  urge  to  merge  cable  and  telephone 
technologies  burst  into  flames  last  October,  when  Bell 
Atlantic  Corp.  said  it  would  buy  cable  TV  giant  Tele- 
Communications,  Inc.  and  its  programming  arm,  Libert)' 
Media  Corp.,  for  $25  billion  in  cash,  stock  and  assumed 
debt.  Fueling  the  tire  was  a  federal  court  ruling  last  August 
permitting  Bell  Atlantic  to  offer  cable  services  in  its  region. 
And  in  December,  Cox  Cable  and  Southwestern  Bell 
Corp.  announced  a  $5  billion  joint  venture  to  own  and 
upgrade  21  cable  systems  that  already  reach  1.6  million 
customers. 

Meanwhile,  AT&T  extended  its  reach  into  local  tele- 
phone markets  with  its  proposed  $12.6  billion  purchase  of 
cellular  pioneer  McCaw  Cellular  Communications,  Inc. 
Microsoft  is  in  talks  with  a  cadre  of  technology  and  cable 
people  about  forming  technologies  to  create  the  data 
superhighway.  Other  computer  companies  like  Oracle 
Systems  Corp.  and  Silicon  Graphics  are  already  selling  gear 
for  consumer  trials  of  interactive  TV. 

The  bad  news  in  computers  and  communications  is  that 


some  of  the  industry's  leading  companies  struggled 
through  reorganizations.  Dell  Computer,  Digital  Equip- 
ment Corp.  and  IBM,  for  example,  lost  money  in  the  past 
12  months,  and  at  some  of  the  high-profile  firms — Apple 
and  IBM — lagging  performance  caused  chief  executive 
heads  to  roll  (see  cover  story,  p.  100). 

Among  the  personal  computer  software  producers, 
publishers  are  being  forced  to  cut  prices,  at  least  for  high- 
volume  applications  like  word  processors,  spreadsheets 
and  databases.  A  bright  spot  is  the  cottage  industry 
developing  around  CD-ROMs,  where  nimble  little  outfits 
like  Voyager  Co.  and  Spectrum  HoloByte,  Inc.  are  com- 
peting successfully  against  mighty  Microsoft  with  educa- 
tional and  reference  products. 

The  U.S.  semiconductor  industry,  whose  revival  was  the 
dramatic  story  of  1993,  looks  headed  for  a  slowdown 
because  of  lagging  growth  in  PC  sales.  Even  a  new 
generation  of  computers — such  as  those  using  the  IBM- 
Apple-Motorola  Power  PC  technology — and  emerging 
technologies  like  the  personal  digital  assistant,  a  pocket- 


Making 

connections 

There's  a  tradition  in  Sili- 
con Valley  that  the  healthy 
feed  off  the  weak.  That 
helps  explain  why  inter- 
networking software 
maker  Cisco  Systems,  Inc. 
recorded  a  remarkable 
64.9%  return  on  equity 
ewer  the  past  12  months 
(see  table).  As  its  troubled 
neighbors  have  been 
handing  out  pink  slips  bv 
the  thousands,  Mountain 
View,  Calif. -based  Cisco 
has  been  hiring  in  droves. 

Last  August — the  start 
of  Cisco's  fiscal  year — the 
company  had  1,500  em- 
ployees; by  this  August 
there  will  be  a  thousand 
more.  Cisco's  current 
headquarters  are  too 
small.  This  spring  it  will 
move  to  a  new  complex  in 


north  San  Jose. 

"There  are  a  lot  more 
available  people  now,"  says 
John  Morgridge,  chief 
executive  officer.  "So  we 
can  fill  some  positions 
we've  wanted  to." 

Cisco  makes  routers, 
the  combination  of  hard- 
ware and  software  that  al- 
lows clusters  of  computers 
and  workstations — of- 
tentimes of  different 
brands — to  talk  to  each 
other  even  if  they're  in  re- 
mote locations. 

At  the  time  of  Cisco's 
inception  in  the  mid- 
1980s,  routers  were 
unique:  They  w  ere  invent- 
ed by  two  Stanford  Uni- 
versity computer  adminis- 
trators, Len  Bosack  and 
his  wife,  Sandy  Lerner,  who 
worked  in  different  de- 
partments and  wanted  to 
communicate  electroni- 
cally across  campus.  The 


John  Morgridge 

He's  on  a  hiring  binge. 


couple  started  Cisco  to  . 
make  a  product  that  would 
enable  them,  and  like- 
minded  people,  to  do  that 
(Forbes,  Mar.  16,  1992). 

Lerner  and  Bosack 
have  long  since  departed — 
with  stock  worth  about 
$110  million. 

Since  going  public  in 


1990,  Cisco's  revenues 
have  grown  from  $27.6 
million  to  $649  million. 
Profits  last  year  were 
$172  million  and  could  top 
$300  million  in  1994. 

Not  unexpectedly,  Cis- 
co's success  has  attracted 
some  big  competitors — 
IBM  and  Hewlett-Packard, 
for  example,  are  making 
similar  products.  But 
they're  both  struggling 
because  diey  don't  have  a 
complete  product  line  in 
this  area. 

Morgridge  is  deter- 
mined to  keep  Cisco's 
edge.  In  fiscal  1993  he 
spent  $44  million  on  re- 
search and  development. 
"I  think  the  shakeout  is  al- 
ready under  way,"  says 
Morgridge,  who  hopes  the 
consolidation  will  give 
Cisco  more  of  a  talent  pool 
from  which  to  draw. 
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Computers  & 
communications 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on 

equity 

Sales 

Earnings  per  share 

Return  on 

capital 

1 

5 -year 

latest 

latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

late: 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  m 

12  mos 

\  Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mi 

% 

Major  systems 

Dell  Computer 

30.8 

def 

def 

0.0 

61.4 

91.5 

44.7 

P-D 

2,563 

6 

def 

Compaq  Computer 

21.0 

19.1 

18.4 

0.0 

24.4 

80.6 

NM 

112.4 

6,413 

401 

6.3 

Apple  Computer 

20.3 

4.0 

3.1 

0.0 

13.3 

12.6 

-18.0 

-83.1 

7,977 

87 

1.1 

Stratus  Computer 

19.9 

12.6 

13.0 

0.1 

20.7 

4.4 

18.4 

-13.7 

500 

51 

10.2 

Hewlett-Packard 

13.7 

15.6 

15.1 

5.3 

14.3 

23.8 

4.6 

33.2 

20,317 

1,177 

5.8 

Sun  Microsystems 

13.7 

10.3 

10.3 

8.6 

31  0 

19.6 

16.7 

7.4 

4,413 

169 

3.8 

AST  Research 

11.7 

def 

def 

22.7 

27.8 

58.7 

NM 

P-D 

1,640 

-53 

def 

Cray  Research 

11.2 

1.4 

1.7 

12.3 

3.4 

-7.6 

NM 

-84.6 

820 

10 

1.2 

Intergraph 

7.9 

def 

def 

2.6 

13.5 

-7.9 

-24.7 

P-D 

1,089 

-51 

def 

Harris  Corn 

7.8 

10.4 

o.o 

OH .  / 

R  R 

O.O 

0. 1 

NM 

0*1 .O 

J,  14  1 

115 

1  7 

Amrfahl 

6.8 

def 

D.U 

7  9 

— o.o 

NM 

IN  [VI 

n  n 

u-u 

1  ,  .700 

-545 

Hpf 
Ucl 

SCI  Systems 

6.0 

12.0 

8.6 

46.9 

12.3 

53.5 

NM 

290.0 

1,774 

30 

1.7 

Silicon  Graphics 

5.2 

16.6 

17.5 

3.9 

47.8 

27.2 

26.5 

D-P 

1,162 

100 

8.6 

Teradyne 

2.9 

7.7 

8.1 

5.8 

5.7 

1.1 

NM 

6.7 

537 

28 

5.3 

IBM 

def 

def 

def 

39.9 

3.2 

-6.2 

NM 

D-D 

62,880 

-13,832 

def 

Raychem 

def 

1.5 

2.6 

24.5 

5.4 

3.9 

NM 

D-P 

1,393 

11 

0.8 

Itel 

def 

def 

4.7 

78.4 

4.1 

ft  1 

NM 

D-D 

1811 

-22 

def 

Data  General 

def 

def 

def 

29.6 

-4.6 

-3.4 

NM 

D-D 

L078 

-61 

def 

Digital  Equipment 

def 

def 

def 

17.2 

4.3 

0.9 

NM 

D-D 

14,072 

-93 

def 

Tandem  Computers 

def 

def 

def 

10.0 

8.5 

-0.3 

NM 

D-D 

2,031 

-530 

def 

Unisys 

def 

14.2 

11.6 

45.0 

-3.1 

-8.5 

NM 

43.2 

7,897 

345 

4.4 

Control  Data  Systems 

def* 

13.4 

10.2 

0.0 

-16.8 

-9.3 

NM 

D-P 

466 

17 

3.6 

Wang  Laboratories 

NA 

NA 

NA 

12.1 

-15.7 

-39.4 

NA 

NA 

1,088 

-148 

def 

Medians 

6.4 

2.7 

3.9 

10.0 

8.5 

3.1 

NM 

-48.4 

1,811 

11 

1.1 

Peripherals  &  equipment 

Cisco  Systems 

67.1 

64.9 

70.0 

0.0 

120.2 

91.1 

135.3 

100.0 

649 

172 

26.5 

Cabletron  Systems 

55.2 

35.0 

34.6 

0.0 

75.3 

46.9 

72.8 

46.1 

507 

101 

20.0 

Quantum 

28.4 

2.7 

3.5 

38.1 

61.3 

42.2 

45.7* 

-82.8 

1,939 

12 

0.6 

Conner  Peripherals 

27.0 

def 

def 

53.7 

82.5 

8.0 

40.7 

P-D 

2,198 

-445 

def 

Solectron 

24.7 

25.3 

15.8 

34.4 

52.0 

105.5 

33.0 

81.8 

836 

31 

3.7 

Intel 

22.4 

34.9 

34.2 

4.2 

23.4 

58.9 

26.3 

149.6 

8,250 

2,130 

25.8 

Anthem  Electronics 

19.8 

13.5 

13.8 

0.0 

21.0 

25.7 

34.3 

-12.3 

628 

25 

4.1 

Tech  Data 

19.4 

19.8 

20.4 

4.7 

43.1 

53.1 

21.5 

37.7 

1,234 

25 

2.0 

AMP 

16.5 

15.2 

14.6 

6.5 

6.9 

4.2 

NM 

5.2 

3,423 

296 

8.7 

Pioneer-Standard  Elec 

16.3 

18.8 

17.0 

21.0 

9.7 

28.5 

10.8 

57.5 

500 

16 

3.2 

Vishay  Intertech 

15.2 

12.1 

10.3 

38.4 

49.0 

32.9 

13.4 

31.7 

810 

41 

5.1 

Advanced  Micro 

14.6 

23.8 

23.4 

3.2 

6.8 

10.4 

NM 

-13.2 

1,635 

257 

15.7 

Seagate  Technology 

14.2 

17.5 

13.6 

18.0 

21.1 

2.6 

NM 

-2.0 

3,075 

172 

5.6 

Applied  Materials 

13.4 

16.0 

14.2 

18.5 

29.8 

37.3 

-8.8 

110.9 

963 

78 

8.1 

Marshall  Industries 

13.4 

13.1 

11.4 

19.9 

7.4 

18.9 

3.9 

18.1 

701 

25 

3.6 

Mpricpl 

13.0 

12.7 

9.6 

47.7 

49.4 

39.6 

NM 

32.3 

2,822 

26 

0.9 

Molex 

12.7 

11.0 

10.8 

1.0 

11.4 

9.1 

5.1 

8.6 

877 

78 

8.9 

Motorola 

12.5 

16.4 

13.8 

19.2 

13.7 

24.1 

8.8 

61.7 

15,681 

863 

5.5 

Wyle  Laboratories 

10.8 

10.5 

9.9 

5.6 

6.8 

19.4 

18.1 

21.2 

577 

16 

2.7 

Dynatech 

10.4 

10.3 

9.0 

18.1 

7.4 

5.4 

NM 

34.5 

530 

18 

3.3 

Storage  Technology 

10.2 

def 

def 

23.3 

16.9 

-11.1 

-13.8 

P-D 

1,407 

-109 

def 

Micron  Technology 

9.3 

19.5 

17.6 

7.3 

17.7 

63.6 

NM 

500.0+ 

828 

104 

12.6 

Varian  Associates 

9.2 

10.7 

9.7 

12.6 

1.5 

1.8 

NM 

23.5 

1,311 

46 

3.5 

Arrow  Electronics 

8.9 

21.1 

17.3 

35.8 

16.9 

51.0 

NM 

40.0 

2,287 

75 

3.3 

Avnet 

7.5 

7.1 

6.8 

9.4 

2.2 

37.4 

3.6 

7.0 

2,583 

62 

2.4 

3Com 

6.5 

23.4 

25.6 

0.2 

14.0 

40.7 

NM 

500.0+ 

644 

59 

9.1 

Maxtor 

5.8 

def 

def 

54.3 

41.6 

6.0 

NM 

P-D 

1,322 

-133 

def 

Analog  Devices 

3.2 

9.6 

8.8 

18.9 

8.3 

15.5 

-16.7 

500.0+ 

636 

37 

5.9 

Texas  Instruments 

1.6 

25.1 

15.8 

23.0 

4.8 

12.9 

NM 

500.0+ 

8,136 

420 

5.2 

Bell  Industries 

0.1 

def 

def 

34.0 

-2.4 

-6.2 

NM 

P-D 

380 

-3 

def 

Tektronix 

def 

def 

def 

18.5 

-2.1 

-1.9 

NM 

P-D 

1,288 

-55 

def 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    fThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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outer  and  communicator,  may  not  be  enough  to 
the  industry  match  1993's  35%  growth  rate. 
Expect  no  letup  in  Intel's  battle  with  firms  such  as 
Advanced  Micro  Devices,  Cyrix  and  Texas  Instruments, 
which  make  functional  equivalents  of  Intel  microproces- 


sors. But  Intel  must  also  contend  with  companies  such  as 
Motorola  and  Digital  Equipment,  which  make  reduced 
instruction  set  chips  (Rise).  The  rivalry  will  drive  down 
microprocessor  prices,  and  make  sophisticated  technology 
affordable  for  millions  of  new  consumers.  ■■ 


Computers  & 
communications 

Profitability 

Return  on  equity 

Return  on 
capital 

5-year  latest 

latest  Debt/ 

average      12  mos 

12  mos  capital 

Company 

%  % 

%  ,/% 

Growth 

Sales 

Net 
income 

Profit 
margin 

Sales 

Earnings  per  share 

5-year 

latest 

5-year  latest 

1 

1 

latest 

average 

12  mos 

average     12  mos 

12  mos 

% 

% 

%  % 

% 

!NdU  OcllllL.UIIUUl.lUI 

def 

21.5 

22.0 

3.6 

NM 

18.1 

NM 

110.5 

2,100 

161 

7.7 

M/A-frsm 

def 

def 

def 

33.7 

-4.1 

-12.4 

NM 

P-D 

340 

-22 

def 

VI  SI  Tprh 

def 

def 

def 

29.8 

20.6 

19.0 

NM 

D-D 

497 

-17 

def 

1  SI  1  no  ir 

def 

21.4 

10.6 

31.7 

19.7 

11.3 

NM 

D-P 

691 

45 

6.5 

U/actafn  nioital 

YVCMCIM  blgUtll 

def 

def 

def 

56.6 

6.1 

22.7 

NM 

D-D 

1,240 

-35 

def 

General  Instrument 

NA 

21.4 

9.4 

74.4 

-7.5* 

26.9 

NA 

D-P 

h282 

58 

4.5 

1 VI  t  U  la l  lo 

11.7 

13.5 

10.8 

18.9 

14.0 

19.4 

NM 

31.7 

1,234 

41 

3.7 

Software 

Microsoft 

43.6 

33.1 

36.2 

0.0 

46.6 

30.8 

47.3 

24.1 

3,918 

983 

25.1 

Novell 

37.0 

def 

def 

0.0 

36.1 

24.8 

55.1 

P-D 

1,074 

-35 

def 

Computer  Associates 

22.3 

27.9 

20.5 

11.8 

14.5 

17.4 

50.8 

73.3 

1,982 

298 

15.0 

Oracle  Systems 

O  1  7 

TO  C 

OO.O 

zy.y 

lo.o 

OO.D 

ID.O 

ioy  .o 

ioy 

1U.C) 

Cadence  Design 

1Q  C 

ly.o 

o.U 

O  £ 
C.O 

DD.D 

— /.D 

1A  "3 
DH.O 

U-r 

Q 
O 

Lotus  Development 

18.8 

9.6 

8.4 

14.3 

18.8 

5.0 

NM 

-43.4 

949 

41 

4.3 

Legent 

18.1 

19.2 

19.6 

0.0 

38.7 

3.6 

NM 

112.3 

442 

60 

13.7 

Mentor  Graphics 

def 

def 

0.4 

20.0 

9.8 

-9.0 

NM 

D-D 

340 

-2 

def 

Aor\  brOUp 

□ei 

i  3 

1  A 
1 .4 

7  £ 

OQ  O 

3  A 

in  rvi 

n  d 
U-r 

/IOC 

1 

Donanu  inxi 

Ant* 

aer 

Aaf 

aei 

A  At 

A  7 
4.  / 

D.3 

-4.D 

M  M 
INIVi 

U-U 

A  £0 

4DZ 

A  7 

—4/ 

aei 

Computervision 

M  A 

NA 

def 

Ant 

det 

OO.O 

O  1  c 

-1 1 .0 

hi  A 

NA 

U-U 

888 

-557 

def 

Medians 

19.2 

3.0 

3.4 

7.6 

28.2 

3.6 

NM 

24.1 

888 

8 

2.1 

Telecommunications 

MCI  Communications 

27.2 

20.6 

1 1.3 

32.2 

20.5 

12.8 

37.4 

15.0 

1 1  554 

680 

5.9 

Alltel 

18.1 

19.4 

11.9 

39.5 

22.0 

10.4 

4.2 

14.8 

2,221 

256 

11.5 

Citizens  Utilities 

16.9 

14.3 

9.7 

31.7 

18.4 

4.8 

8.2 

5.0 

616 

122 

19.9 

GTE 

15.3 

17.9 

9.4 

44.4 

5.5 

-1.3 

2.1 

3.0 

19,818 

1,925 

9.7 

Corning 

15.3 

9.3 

8.0 

35.4 

13.3 

1  6 

H  I  .O 

o ,  /  JO 

1  71 

*T.  J 

Ameritech 

15.1 

19.3 

11.9 

9ft  fi 

4  4 

0  0 

f-  .  £. 

1  ft  & 

1  1  ,  JO  / 

1  9  fi 

1  L. .  U 

American  Tel  &  Tel 

14.9 

21.1 

13.4 

31.3 

1.2 

3.7 

NM 

17.3 

66,201 

4,113 

6.2 

Northern  Telecom 

14.6 

def 

def 

25.0 

12.4 

0.7 

17.4 

P-D 

8,231 

-729 

def 

Bell  Atlantic 

14.1 

17.3 

10.0 

34.8 

3.6 

3.5 

NM 

10.4 

12,927 

1,472 

11.4 

Pacific  Telesis 

13.6 

10.3 

7.2 

35.2 

1.6 

3.0 

2.4 

-12.6 

10,204 

903 

8.9 

Southwestern  Bell 

13.1 

14.4 

8.8 

34.0 

4.3 

7.1 

4.0 

10.7 

10,514 

1,399 

13.3 

Rochester  Telephone 

13.0 

12.6 

8.4 

39.3 

12.9 

11.0 

4.1 

13.5 

875 

77 

8.8 

BellSouth 

12.2 

11.3 

7.7 

25.9 

3.7 

4.5 

-1.5 

-4.3 

15,666 

1,640 

10.5 

So  New  Eng  Telecom 

12.2 

12.4 

7.6 

36.8 

1.5 

0.9 

NM 

10.0 

1,633 

166 

10.2 

US  West 

11.1 

5.0 

4.3 

53.4 

4.1 

-3.4 

-5.6 

-26.8 

10,280 

434 

4.2 

Cincinnati  Bell 

10.4 

7.8 

6.7 

30.3 

12.7 

-0.4 

-13.7 

-8.5 

1,118 

51 

4.5 

Nynex 

10.3 

12.8 

7.9 

31.5 

1.7 

1.8 

-5.9 

76.4 

13,323 

1,294 

9.7 

Comsat 

7.5 

11.4 

6.9 

38.3 

11.6 

14.8 

NM 

68.7 

629 

73 

11.6 

Scientific-Atlanta 

7.4 

7.3 

7.6 

0.4 

5.2 

16.9 

-10.9 

13.1 

730 

25 

3.4 

Tele  &  Data  Systems 

5.3 

3.8 

4.1 

28.4 

21.4 

29.9 

14.2 

11.0 

556 

40 

7.1 

McCaw  Cellular 

def 

NE 

3.0 

57.8 

58.3 

27.6 

NM 

D-D 

2,077 

-128 

def 

DSC  Communications 

def 

29.0 

20.0 

13.5 

11.5 

38.8 

NM 

D-P 

676 

66 

9.8 

LDDS  Communications 

NA 

5.9 

5.3 

25.9 

24.9* 

26.3 

NM 

-67.6 

966 

22 

2.3 

Sprint 

NA 

9.6 

6.8 

45.5 

8.7* 

9.0 

-9.2* 

-23.0 

11,106 

395 

3.6 

Medians 

13.1 

11.9 

7.8 

33.1 

10.1 

4.7 

-3.5 

10.2 

5,995 

214 

8.8 

Industry  medians 

11.9 

11.1 

8.8 

20.0 

12.3 

9.1 

-21.4 

10.5 

1,322 

46 

4.1 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *FCur-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Vaiue  Line  Data  Base  Serv/ce  via  OneSource  Information  Services. 
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The  Schwab  No-Annual-Fee  IRA. 
A  Smart  Move  To  Make 
When  You're  Making  A  Move. 


f"y°u're 
forthis 


Perfe 


ct 


Position'.' 


"The  merger  is  final" 


'When 


Canyou 


start?' 


''i 

He 


/ce' 


"Early  retirement 
sounds  good  to  me.' 


^ :; 


\s 


If  You're  Leaving  Your  Job,  You've  Got  Some  Important 
Decisions  To  Make.  For  example,  where  to  put  the  money 
from  your  retirement  distribution. 

Most  IRAs  that  you  get  from  banks  and  full-commission 
brokers  make  you  pay  annual  fees  and  mutual  fund  sales 
charges.  They  can  really  chip  away  at  your  hard-earned 
retirement  money. 

Keep  All  Your  Retirement  Money  Working  For  You. 

Roll  it  into  a  Schwab  No-Annual-Fee  IRA. 
It  may  be  a  smart  move.  Our  IRA  is 
guaranteed  free  of  annual  fees  for  the  life 
ot  the  account  if  your  balance  reaches 
$10,000  or  more  by  September  15, 1994. 

Plus,  with  Schwab's  Mutual  Fund 
OneSource™  service,  you  can  invest  in  over 
200  no-load  mutual  funds  from  well-known 


fund  companies  like  INVESCO,  Twentieth  Century  and  Janus 
—and  pay  no  sales  charges  or  transaction  fees*  That  way, 
every  dollar  you  invest  goes  to  work  for  you. 

Mutual  Fund  Information  To  Help  You.  And  for  the  unbiased 
information  you  need  to  compare  funds,  a  copy  of  our 
Mutual  Funds  Performance  Guide"  is  yours  free  when  you 
open  your  account. 

So,  if  you're  making  a  move,  make  another 
smart  move.  Roll  over  your  retirement  money  into 
a  Schwab  No-Annual-Fee  IRA.  To  find  out  more, 
stop  by  one  of  our  190  local  offices  or  call: 

1-800-2  NO-LOAD,  ext.  244. 


Charles  Schwab 

Helping  Investors  Help  Themselves' 


*We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  read  carefully  before  investing. 
Some  funds  may  charge  12b- 1  fees  in  excess  of  0.25%.  Available  funds  may  change  and  fees  may  be  reinstated.  Other  restrictions  apply.  Contact 
a  Schwab  representative  for  details.  Return  and  principal  will  fluctuate  with  market  conditions.  Maintenance  fees  for  special  assets  still  apply. 

©  1993  Charles  Schwab  &  Co.,  Inc.  Member  SIPC/NYSE. 


Construction 

Led  by  single-family  housing, 
the  recovery  in  the  construction 
industry  is  gaining  momentum. 


By  Marc  E.  Babej 


Slow  and  subdued.  That's  the  outlook  for  the  rebound  in 
the  construction  business,  according  to  Jonathan  Gold- 
farb,  an  industry  analyst  at  Merrill  Lynch.  But  it's  a 
recovery  nonetheless,  and  Goldfarb  sees  a  positive  side  to 
the  slow  pace  of  this  recovery:  "It  will  permit  a  sustained 
period  of  expansion." 

The  total  of  new  construction  contracts  awarded  in 
1 994  is  expected  to  rise  9%,  to  a  total  value  of  around  $285 
billion,  says  Robert  Murray,  chief  economist  at  F.W. 
Dodge,  McGraw-Hill's  construction  information  group. 
The  driving  force  has  been,  and  probably  will  be,  single - 
family  housing  starts.  Analysts  expect  single-family  hous- 
ing to  rise  by  6%  to  9%,  to  about  1 .2  million  units  in  1994. 
The  South  and  South  Central  regions  will  continue  to  lead 
the  housing  rebound,  with  growth  of  14%  and  11%, 
respectively.  This  bodes  well  for  regional  home  builders 
like  Centex  Corp.  and  Lennar  Corp.  Murray  expects  the 
Western  region  to  be  the  weakest  area,  with  only  about  6% 
growth  this  year — bad  news  for  CalMat,  Ameron  and 


Kaufman  &  Broad  Home. 

The  least  robust  segment  of  residential  construction  is 
multifamily  housing,  which  still  suffers  from  capital  con- 
straints and  overbuilding  of  rental  units  in  many  areas.  In 
1986  multifamily  units  made  up  35%  of  all  housing  starts. 
This  number  is  now  down  to  13%.  But  manufactured 
housing  is  expected  to  prosper  (see  box).  Shipments  of 
manufactured  homes  have  increased  from  a  1991  low  of 
171,000  units  to  an  estimated  250,000  units  in  1993. 
According  to  Merrill  Lynch's  Goldfarb,  gains  of  about 
10%  are  expected  in  1994. 

Housing  has  tremendous  multiplier  effects,  of  course. 
Owens-Corning  Fiberglas,  which  makes  insulation  used  in 
new  housing  and  in  alterations,  will  benefit.  The  same  goes 
for  Masco  Corp.,  a  manufacturer  of  home  furnishings, 
kitchen  and  bathroom  products. 

What  about  the  rest  of  the  construction  industry?  F.W. 
Dodge's  Murray  predicts  a  9%  increase  in  public  works 
construction,  with  transportation  projects  posting  dou- 


House 
party 

The  past  year  has  been 
one  of  triumph  and  turmoil 
for  James  Clayton.  This 
past  June  his  company, 
Clayton  Homes,  Inc.,  ad- 
mitted to  owing  $163,000 
in  Tennessee  state  sales 
taxes. 

The  comptroller  of 
Clayton's  retail  division 
had  tailed  to  file  tax  re- 
turns. He  was  fired,  the  tax- 
es were  paid  back,  and 
two  board  members  re- 
signed in  August.  As  a  re- 
sult, the  stock  dropped 
16%,to251/4. 

But  Clayton  Homes, 
of  Knoxville,  Tenn.,  has 
moved  from  strength  to 
strength. 

In  its  1 3  factories, 
Clayton  makes  manufac- 
tured homes — house 
trailers  and  houses  that  are 


|  Clayton  Homes 
I  Chief  Executive 
James  Clayton 
"Just  another 
boring  year  of  20% 
to  30%  growth." 
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Sales 
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i. 
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! 
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average 
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12  mi 
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12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mi 

$mil 
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Commercial  builders 

Jacobs  Engineering 

22.3 

19.4 

20.4 

0.0 

9.6 

3.3 

29.2 

3.6 

1,143 

29 

2.5 

Fluor 

13.2 

6.6 

6.5 

5.6 

10.8 

16.4 

21.2 

-59.7 

7,490 

59 

0.8 

Granite  Construction 

10.7 

0.8 

1.1 

15.6 

7.1 

0.6 

-11.8 

-83.1 

538 

1 

0.2 

Apogee  Enterprises 

10.4 

4.9 

5.3 

26.8 

12.1 

6.8 

-15.5 

35.5 

620 

6 

0.9 

CBI  Industries 

8.7 

4.8 

5.1 

29.8 

7.0 

0.4 

37.7 

-45.6 

1,667 

42 

2.5 

Foster  Wheeler 

8.1 

13.7 

8.8 

50.7 

18.0 

14.7 

12.4 

19.2 

2,618 

53 

2.0 

Morrison  Knudsen 

6.2 

8.5 

8.0 

0.1 

2.5 

22.0 

-30.2t 

147.6 

2,616 

32 

1.2 

Blount 

5.6 

5.8 

6.2 

38.9 

-12.4 

3.3 

NM 

500.0+ 

708 

9 

1.3 

Turner  Corp 

3.6 

2.9 

4.5 

34.7 

-2.5 

3.8 

NM 

D-P 

2,747 

4 

0.1 

Forest  City  Enterprises 

3.6 

13.3 

4.0 

90.2 

29.7 

13.9 

13.9 

D-P 

489 

19 

3.9 

Butler  Manufacturing 

0.6 

16.2 

8.3 

53.6 

-5.7 

13.1 

-23.4 

D-P 

554 

7 

1.3 

Perini 

def 

def 

def 

30.6 

7.2 

11.1 

NM 

P-D 

1,178 

-20 

def 

Guy  F  Atkinson 

det 

2.0 

2.4 

13.3 

-11.9 

-10.9 

NM 

78.6 

480 

2 

0.5 

Medians 

6.2 

5.8 

5.3 

29.8 

7.1 

6.8 

-15.5 

35.5 

1,143 

9 

1.2 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


trucked  to  a  site  and  then 
installed  more  or  less  per- 
manently. Retail  prices 
range  from  $12,000  to 
$60,000.  Prime  custom- 
ers are  first- time  buyers  and 
older  folks  living  on  fixed 
incomes. 

The  houses  sell  nation- 
wide but  are  most  popular 
in  states  with  warmer  cli- 
mates. Nearly  75%  of  Clay- 
ton's market  is  within  one 
day's  shipping  range  of  the 
company's  plants  in  Ten- 
nessee. Clayton  also  retails 
and  finances  his  houses, 
and  manages  communities 
of  manufactured 
homes. 

"As  opposed  to  most 
of  our  competitors,  we  have 
four  levels  of  operation, 
which  we  can  adjust  ac- 
cording to  the  market," 
says  Clayton. 

From  1985  to  1993 
Clayton's  revenues  grew 
from  $122  million  to 


$476  million,  while  net  in- 
come jumped  from  $7 
million  to  $54  million.  The 
company's  return  on  eq- 
uity over  the  past  five  years 
averaged  20%,  better 
than  any  other  residential 
builder  on  our  list  (see  ta- 
ble). Most  impressive:  Dur- 
ing most  of  this  period 
the  manufactured  housing 
industry  was  in  a  slump. 

Clayton's  secret  is 
keeping  his  product  afford- 
able. During  the  1984- 
91  downturn,  Clayton  and 
his  staff  calculated  that  a 
large  part  of  his  customer 
base  could  afford  no 
more  than  $200  a  month 
for  a  home. 

Working  backward, 
the  company's  designers 
reengineered  their  prod- 
ucts, simplifying  Clayton's 
houses  by  cutting  out 
trim  and  fringes  so  that 
monthly  payments  could 
drop  as  low  as  the  targeted 


$200. 

"■There  is  not  a  single 
expense  that  we  don't  chal- 
lenge," says  Richard  Ray, 
the  chief  financial  officer. 

When  the  market  for 
manufactured  housing  be- 
gan to  recover  in  1992, 
Clayton  was  ready.  The 
company  picked  up  new 
orders  so  fast  that  it  bought 
three  more  manufactur- 
ing facilities  in  1992  and 
1993,  increasing  its  man- 
ufacturing capacity  by 
about  19%. 

This  year  Clayton  will 
open  its  largest  plant  yet, 
near  its  Knoxville  head- 
quarters, and  will  open  15 
new  retail  outlets  bv  June 
1994. 

Clayton  has  150  of  its 
own  retail  outlets,  and  its 
homes  are  also  sold  by 
some  375  independent  re- 
tailers. The  Clayton- 
owned  stores  also  sell 
homes  made  by  Skyline 


Corp.,  one  of  Clayton's 
toughest  competitors; 
this  gives  Clayton  invalu- 
able market  intelligence 
as  to  the  quality  and  desir- 
ability of  his  product. 

Clayton,  now  59,  start- 
ed Clayton  Homes  with  his 
younger  brother,  Joe,  in 
1966.  A  musician  who  has 
sung  with  the  likes  of 
Dolly  Parton,  James  Clay- 
ton spent  ten  years  as  a 
used-car  salesman  (Forbes, 
Oct.  26,  1992).  He  took 
the  company  public  in 
1983  and  still  owns  28% 
of  the  firm's  stock;  it's 
worth  $320  million,  put- 
ting Clayton  among  the 
400  wealthiest 
Americans. 

With  the  sales  tax  prob- 
lem behind  him,  Clayton 
looks  ahead  at  1994,  and 
says  with  a  smile:  "Oh,  it'll 
be  just  another  boring 
year  of  20%  to  30% 
growth."       -M.E.B.  H 
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ble-digit  gains.  Almost  $21  billion  is  earmarked  for  high- 
way building  in  fiscal  1994.  Cement  companies  like 
Southdown,  Lafarge  and  Medusa  will  benefit. 

The  last  segment  to  recover  will  be  commercial  con- 
struction. Murray  has  counted  up  some  700  million  to  800 
million  square  feet  of  excess  office  space,  about  a  31/2-year 
supply.  Hut  the  glut  varies  from  city  to  city.  Dallas,  for 
example,  has  an  office  vacancy  rate  of  26%,  while  Colum- 


bus, Ohio  has  only  a  10%  vacancy  rate.  So  there  will  still  be 
plenty  of  office  construction  going  on  in  some  parts  of  the 
country.  Murray  predicts  a  10%  increase  in  the  contract 
value  of  office  construction  in  1994.  Agrees  Merrill  Lynch 
analyst  Goldfarb:  "You  can  look  and  look  hard,  but 
indicators  for  inflationary  pressures  and  high  interest  rates, 
which  can  stop  a  recovery  of  construction  in  its  tracks,  are 
nowhere  to  be  found."  MR 
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Residential  builders 

Clayton  Homes 

20.0 

17.4 

14.2 

27.8 

17.1 

28 

4 

21.4 

25.4 

502 

60 

12.0 

Pulte 

15.1 

15.8 

12.6 

18.3 

3.0 

24 

4 

38.6 

6.1 

1,588 

77 

4.9 

Kaufman  &  Broad  Home 

14.6 

11.1 

6.9 

39.6 

8.5 

21 

6 

-14.9 

32.5 

1,249 

40 

3.2 

Ryland  Group 

10.7 

def 

1.9 

53.4 

1.2 

4 

1 

-20.5 

P-D 

1,447 

-3 

def 

Centex 

10.2 

12.1 

10.0 

25.7 

9.7 

23 

7 

11.4 

48.3 

2,811 

73 

2.6 

Lennar 

8.9 

12.0 

7.5 

32.8 

NM 

36 

6 

NM 

57.5 

552 

42 

7.6 

Skyline 

5.5 

6.6 

6.6 

0.0 

4.7 

38 

2 

-13.4 

54.1 

512 

10 

2.1 

Hovnanian  Enterprises 

4.8 

9.3 

4.3 

59.1 

NM 

46 

6 

NM 
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14 

2.9 

MDC  Holdings 

def 

4.3 

7.0 
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-11.8 

27 

5 

NM 
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1.3 

US  Home 

NA 

NA 
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6.6* 

10.3 

7.5 

55.9 
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5 
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14.3 
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8 

NM 

40.4 
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1.2 
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-2.5 

-0 

9 

-9.2 

40.4 
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Hughes  Supply 
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1 
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NM 
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9 

NM 
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NE 

NE 
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500.0+ 

NM 

3 

3 
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NA 
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6.0 

40.0 

2.2 
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6 
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10 
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5 
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47 
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D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
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Changes  In  Reserve  Position 
1986  to  1992 


32.1 


20.9 


2.6 


Copper 
(B/lb) 

We're  a  company  that  finds  things.  In 
Indonesia,  Freeport-McMoRan  discovered 
the  largest  single  gold  reserve  and  one  of  the 
largest  copper  reserves  of  any  mine  in  the 
world.  And  in  the  Gulf  of  Mexico,  we  recently 
discovered  North  America's  largest  existing 
Frasch  sulphur  reserve. 

We're  a  company  that  successfully 
manages  what  we  find.  Our  gold  and  copper 
reserves  in  Indonesia  will  last  more  than  22 
years,  even  as  we  increase  mill  throughput 


41.6 


366.6* 


Gold 

(MM/oz) 


Sulphur 
(MM/lt) 


17.2 


Phosphate 

Rock 
(MM/st) 


12/31/86 


'includes  mineral  deposits 


12/31/92 


from  66,000  to  at  least  90,000  metric  tons  of 
ore  per  day.  Our  sulphur  reserves  will  last  30 
years  or  more  and  firmly  enhance  our  posi- 
tion as  a  supplier  to,  and  as  a  co-owner  of, 
the  largest  integrated  and  one  of  the  lowest 
cost,  joint-venture  producers  of  phosphate 
fertilizers  in  the  world. 

We're  a  company  focused  on  growth.  In 
recent  years,  we've  dramatically  increased 
reserves  in  all  of  our  core  businesses:  copper, 
gold,  sulphur  and  phosphate  rock. 


Through  our  exploration  successes  and 
timely  increases  in  production  capacity,  we 
are  providing  substantial  rewards  for  our 
shareholders.  We  invite  you  to  learn  more 
about  Freeport-McMoRan  and  how  we  are 
managing  our  success. 


Freeport- 
McMoRan 


A  Natural  Leader 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-4,  P.O.  Box  6 1 1 19,  New  Orleans,  LA  70161. 


i  jnsumer  durables 

For  Detroit,  the  rubber  began  to  meet.the  road 
last  year.  Now  watch  the  automakers 
(and  their  suppliers)  tear. 


By  Jerry  Flint 


If  you  didn't  buy  a  car  last  year,  let's  hope  you  bought 
s(  >me  carmaker's  stock.  Chrysler  almost  doubled,  Ford  was 
up  62%  and  General  Motors'  shares  rose  67%,  despite  a 
$1.4  billion  loss  in  1993's  first  nine  months  in  gm's  key 
North  American  market. 

The  performance  on  Wall  Street  reflected  what  was 
happening  in  the  dealers'  showrooms.  Chrysler's  car/ 
truck  sales  grew  about  21%  last  year,  Ford's  sales  grew  12%, 
and  General  Motors  posted  a  5%  increase  (see  table).  There 
was  strength  across  the  board.  Car  and  light  truck  sales 
marched  to  about  13.9  million  units  from  12.9  million  in 
1992.  Buyers  lined  up  around  the  block  to  buy  four- 
wheelers,  minivans  and  pickups,  where  the  markups  are 
high  and  the  Japanese  are  weak. 

The  Japanese  stayed  alive  in  the  market  thanks  to  their 


North  American  plants,  building  2  million  vehicles,  but 
Hiroshi  Okuda,  executive  vice  president  at  Toyota,  says 
that  none  of  the  transplants  is  making  money  (Forbes, 
Dec.  20,  1993).  And  won't,  until  the  Japanese  owners  use 
more  U.S. -manufactured  parts,  and  build  higher-margin 
vehicles  here. 

The  year  ahead  looks  to  be  at  least  as  good  for  Detroit's 
big  three.  First-quarter  1994  production  schedules  are  up 
11%  from  last  year.  "The  company  projection  is  14.5 
million  [total  U.S.  vehicle  sales],  but  I  think  15  million  for 
1994,"  says  Ford  Chairman  Alex  Trotman.  "Our  margins 
are  going  to  improve  a  lot  in  the  next  three  to  four 
quarters."  But  the  big  profit  years  for  Ford  will  come  later, 
he  figures,  when  Europe  recovers  and  the  U.S.  market 
climbs  above  16.5  million  units. 


A  three-pointed 
star  fell 
on  Alabama 

Mercedes'  fall  announce- 
ment that  it  will  build  an 
assembly  plant  in  Tusca- 
loosa, Ala.  was  perhaps  the 
single  most  dramatic  ex- 
ample of  the  U.S.'  new 
competitiveness  in  manu- 
facturing. For  Mercedes  it 
represented  a  complete 
turnaround  in  strategies: 
from  concentrating  on 
ever  more  powerful  sedans 
to  expanding  into  a  full- 
line  manufacturer  of  high- 
class  vehicles.  Mercedes' 
new  products  will  include  a 
passenger  van,  a  quality 
minicar  and  a  luxurious 
sport  utility  vehicle  in  the 
$30,000-to-$35,000  price 
bracket. 

The  U.S.  is  the  natural 
site  for  the  new  sport  utility 
vehicle.  It's  the  heart  of 
the  world's  four-wheel- 
drive  utility  vehicle  mar 
ket,  and  it  creates  an  offset 
against  the  high  labor  and 
parts  costs  and  strong  cur 


Mercedes  chief  Helmut  Wernei 
Here  come  1,500  new  jobs. 


rency  in  Germany 
(Forbes,  Dec.  6,' 1993).  "It 
[the  U.S.  plant]  signifies 
the  swift  internationaliza- 
tion of  our  production 
base,"  says  Helmut  Wer- 
ner, president  of  Mer- 
cedes-Benz. Mercedes  has 
decided  that  the  U.S.  fa- 
cility will  be  run  like  a  sepa- 
rate company,  with  its 
own  budget  and  direction, 
and  its  own  president. 

To  win  the  plant  t he- 
state  put  out  about  $250 
million  in  "subsidies." 


Note,  however,  that  only 
some  of  this  is  real  cash 
actually  spent.  Much  is  tax 
revenue  that  won't  be  im- 
mediately collected — but 
without  the  plant  there 
wouldn't  have  been  any- 
thing to  collect  the  reve- 
nues from  anyway. 

The  plant,  which  will 
open  in  three  years,  will  cre- 
ate 1,500  new  jobs  in  the 
deep  South,  probably  $13- 
an-hour  jobs,  with  pen- 
sions and  good  health  in- 
surance. And  that's  just 
the  start.  There  will  be  an- 
other 13,500  jobs,  with 
supplier  plants  along  the 
highways  leading  to  Tus- 
caloosa, plus  jobs  for  truck 
drivers,  port  workers, 
waitresses,  car  repairmen, 
teachers  and  so  on. 

Elmer  Harris,  chief  ex- 
ecutive of  Alabama  Power 
Co.,  and  a  southern  emi- 
nence grise  if  there  ever  was 
one,  hammered  together 
business  support  across  the 
state,  while  state  and  local 
governments  pulled  to- 
gether. William  Dorsey  is 


director  of  consulting  ser- 
vices at  Fluor  Daniel 
Corp.,  which  led  the  search 
for  the  plant  site.  Dorsey 
recalls  how  Alabama  com- 
peted for  the  plant. 
"They  said,  'What's  our 
biggest  problem  in  get- 
ting this  project?'  I  said, 
'The  worst  thing  you 
have  is  the  image,  the  image 
of  the  1950s,  die  image 
of  a  backward  state.'  And 
Governor  Jim  Folsom 
said,  'What's  the  one  thing 
I  can  do  about  it?'  I  told 
him,  'Get  this  project.'  " 

According  to  Merce- 
des' plans,  the  plant  will 
turn  out  60,000  units, 
two-thirds  for  export.  If  the 
Mercedes  four-wheeler  is 
hot,  production  and  the 
work  force  will  grow. 

The  new  plant  will  be  a 
great  tool  as  Alabama  mar- 
kets itself  to  other  foreign 
investors.  "They'll  take  an- 
other look  at  Alabama 
now,"  says  Harris.  After  all, 
in  the  auto  world,  Mer- 
cedes still  means  the 
best.  -J.F.  M 
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Chrysler's  still  hot.  Its  new  Neon  small  car  could  be  a 
hit;  its  macho  Dodge  Ram  truck  looks  like  one.  Chrysler's 
new  lh  sedans,  now  entering  their  second  full  year,  may 
still  be  building  momentum;  Jeeps  and  minivans  continue 
to  sell  in  high  gear. 

At  Ford,  the  new  Mustang  looks  like  a  winner;  the  new 
Windstar  van,  coming  out  this  year,  could  be  another 
product,  like  Ford's  Explorer,  that  doesn't  need  $1,000 


rebates  to  sell. 

Of  the  three,  General  Motors  remains  the  problem 
child.  But  more  exciting  products  are  on  the  way.  The  new 
Cadillac  DeVille  Concours  with  the  widely  acclaimed 
Northstar  V-8  engine  recently  went  on  sale.  The  Oldsmo- 
bile  Aurora  sedan,  with  a  250  horsepower  V-8  engine  and 
a  competitive  $32,000  sticker  price,  is  coming  this  spring. 
Later  in  the  year  there  will  be  some  new  Chevys,  as  well  as 


Consumer 

Nel 

t 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

durables 

Return  on 

equity 

Sales 

Earnings  per  share 

Return  on 

capital  . 

1 

1 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

lates 

late; 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  m 

12  m 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$m 

$m 

% 

Automobiles  &  trucks 

Paccar 

9.5 

11.7 

9.6 

37.1 

NM 

29.1 

-20.5 

104.5 

3,375 

122 

3.6 

Honda  Motor 

6.1 

3.5 

3.3 

34.5 

6.0 

-5.9 

-15.6 

-41.3 

38,657 

358 

0.9 

Chrysler 

2.3 

26.2 

12.6 

51.1 

NM 

19.9 

-32.1 

500.0+ 

41,824 

1,994 

4.8 

Ford  Motor 

1.3 

5.7 

5.8 

72.6 

2.9 

9.7 

NM 

D-P 

106,087 

970 

0.9 

Volvo 

def 

def 

def 

26.2 

-3.7 

7.5 

NM 

P-D 

10,1 

13 

-513 

def 

General  Motors 

def 

def 

9.3 

84.0 

2.0 

5.1 

NM 

D-D 

136,937 

638 

0.5 

Navistar  Intl 

def 

def 

def 

78.2 

-1.5 

27.6 

NM 

D-D 

4,533 

-325 

def 

Daimler-Benz 

NA 

def 

def 

19.9 

8.3 

NA 

NA 

P-D 

54,1 

15 

-332 

def 

Motor  Coach  Inds  Intl 

NA 

NA 

def 

9.1 

NM 

1.1 

NA 

NA 

423 

-65 

def 

Medians 

1.3 

4.3 

3.3 

37.1 

-1.5 

8.6 

NM 

-41.3 

38,657 

122 

0.5 

Automotive  parts 

Bandag 

35.7 

23.2 

22.6 

0.0 

6.8 

-0.3 

8.3 

-8.1 

591 

78 

13.2 

TBC 

24.5 

21.9 

21.7 

0.0 

3.6 

4.8 

15.4 

9.6 

579 

22 

3.9 

Cooper  Tire  &  Rubber 

22.4 

23.0 

20.8 

7.4 

11.3 

5.1 

26.6 

8.3 

1,193 

108 

9.1 

Genuine  Parts 

20.8 

18.8 

19.3 

0.9 

6.6 

16.5 

7.7 

7.4 

4,197 

248 

5.9 

Danaher 

15.5 

13.0 

10.9 

32.7 

8.1 

14.3 

NM 

91.6 

1,043 

46 

4.4 

Modine  Manufacturing 

15.0 

16.8 

14.6 

16.9 

7.7 

9.2 

5.6 

23.3 

597 

38 

6.4 

Snap-on  Tools 

14.3 

11.1 

10.2 

12.5 

4.3 

23.4 

-8.0 

2.4 

1,114 

74 

6.7 

PPG  Industries 

13.7 

10.6 

9.0 

14.8 

1.9 

-0.6 

-7.3 

9.4 

5,789 

309 

5.3 

Eaton 

12.1 

17.6 

12.2 

37.1 

2.8 

12.7 

-11.0 

37.9 

4,250 

186 

4.4 

AlliedSignal 

9.7 

27.9 

16.0 

34.7 

1.2 

-1.4 

2.1 

20.4 

11,830 

625 

5.3 

Echlin 

9.7 

13.0 

11.1 

17.4 

8.0 

9.0 

8.2 

39.1 

1,944 

94 

4.8 

Johnson  Controls 

9.4 

10.1 

8.8 

19.0 

13.6 

19.9 

NM 

10.5 

6,182 

138 

2.2 

Allen  Group 

9.2 

12.2 

8.3 

22.3 

-4.4 

4.1 

NM 

-2.6 

288 

20 

7.0 

Douglas  &  Lomason 

9.1 

8.7 

7.7 

21.2 

5.3 

9.5 

NM 

-35.1 

423 

7 

1.8 

Barnes  Group 

8.9 

4.7 

4.8 

39.1 

2.9 

-5.4 

-14.8 

-52.0 

503 

5 

1.0 

Standard  Products 

8.5 

17.3 

12.1 

36.0 

7.2 

19.8 

NM 

9.9 

801 

34 

4.2 

Excel  Inds 

8.1 

10.0 

10.9 

24.8 

15.6 

22.9 

-12.2 

59.2 

494 

9 

1.8 

TRW 

7.7 

15.0 

10.2 

33.9 

4.3 

-3.3 

-6.3 

D-P 

8,049 

216 

2.7 

Goodyear 

7.5 

24.6 

16.8 

41.9 

2.7 

0.1 

-23.1 

22.3 

11,655 

478 

4.1 

SPX 

6.5 

def 

def 

43.1 

NM 

-5.0 

-13.0 

P-D 

758 

-11 

def 

Dana 

6.2 

16.3 

10.7 

51.9 

NM 

10.5 

-31.9 

356.4 

5,434 

115 

2.1 

AO  Smith 

5.8 

16.1 

9.7 

39.6 

NM 

14.5 

NM 

58.0 

1,150 

40 

3.5 

Standard  Motor  Prods 

5.4 

10.7 

8.2 

39.9 

9.2 

5.9 

-12.0 

286.1 

568 

18 

3.2 

Arvin  Industries 

5.4 

9.6 

7.5 

44.4 

7.2 

3.6 

NM 

14.1 

1,926 

39 

2.1 

MascoTech 

3.9 

18.8 

8.1 

78.4 

NM 

9.6 

NM 

141.7 

1,775 

62 

3.5 

Federal-Mogul 

1.6 

7.3 

6.9 

29.2 

1.9 

31.4 

NM 

D-P 

1,540 

29 

1.9 

Hayes  Wheels  Intl 

O.lt 

9.5 

10.6 

32.5 

-3.7 

1.3 

NA 

D-P 

414 

18 

4.3 

Varity 

def 

7.2 

7.9 

22.6 

12.0 

-12.1 

NM 

D-P 

2,965 

49 

1.7 

Cummins  Engine 

def 

28.8 

20.0 

33.1 

4.6 

15.2 

NM 

426.1 

4,146 

160 

3.9 

Purolator  Prods 

def* 

7.3 

7.2 

24.1 

2.3* 

4.4 

NM 

-16.1 

432 

13 

3.0 

Detroit  Diesel 

NA 

19.1 

11.3 

64.5 

12.0* 

NA 

NA 

NA 

1,537 

16 

1.1 

Fruehauf  Trailer 

NA 

NE 

NM 

500.0+ 

-14.3 

-43.2 

NA 

D-D 

297 

-124 

def 

Medians 

8.7 

13.0 

10.4 

32.6 

4.3 

5.9 

-14.8 

20.4 

1,172 

43 

3.7 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *Eour-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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"Every  major  American  city  is  telling  business  it's  'business  friendly.'  So  I'll  just  say 
this.  Here,  several  of  our  top  city  officers,  including  me,  are  business  people  by  background," 
says  Nashville  Mayor  Phil  Bredcsen.  "I  won't  promise  we'll  always  agree  with  business. 
But  we  will  always  understand." 

The  Nashville  area  has  recently  attracted  "62  corporate  relocations,  including  Willis 
Corroon  Group  U.S.  Headquarters,  Bridgestone/Firestone  Headquarters,  Caterpillar 
Financial  Services  Headquarters,  Bankers  Trust,  Lockheed  and  the  National  Federation  of 
Independent  Business  Administrative  Headquarters."  Why?  According  to  Mayor  Bredesen, 
"people  who  come  here  from  somewhere  else  say  that  the  work  ethic  here  is  unbelievable. 
Plus  we  have  a  good  cost  of  doing  business,  and  a  great  quality  of  life." 

As  a  transplanted  New  Englander  himself,  Mayor  Bredesen  has  a  special  perspective. 
"This  is  a  place  where  you  don't  have  to  sacrifice  your  business  operations  in  order  to  have  a 
great  quality  oi  life  for  families.  This  is  one  place  where  you  really  do  get  to  have  it  both  ways." 

Underwritten  in  part  by  American  General  Life  &  Accident  Insurance  Company,  First  American  National  Bank, 
Nashville  Electrk  Sei  vice,  NationsBank  of  Tennessee  and  Third  National  Bank. 


7:50A.M. 
Nashxille. 
Mayor  Bredesen 
makes  a  point  to 
Richard  Miller,  CEO, 
Willis  Corroon  and 
Ybichiro  Kaizaki, 
C  nairman/ CEO, 
Bridgestone/ 
Firestone  Inc.  after 
breakfast  meeting 
at  Willis  Corroon 
Headquarters. 


If  vour  company  is 
ready  for  a  bright 
ne\yday  in  Music 
O'rv;  call  Fred 
Harris,  Nash\iIIe 
Area  Chamber  of 
Commerce, 
(615)  259-4740, 
161  4th  A\enue  N., 
Nash\ille,  77V 
37219. 


CONSUMER  DURABLES 


sport  utility  vehicles. 

Excluding  North  American  vehicle  sales,  GM's  other 
subsidiaries  earn  $3  billion  in  an  ordinary  year — and 
perhaps  better  than  $4  billion  in  a  good  year.  If  U.S.  autos 
begin  running  in  the  black  again,  the  profits  will  more  than 
justify  GM's  stock  price. 

What's  good  for  Detroit  is  good  for  parts  makers. 
Cummins  Engine,  for  example,  is  scoring  with  the  muscu- 
lar market  for  big  trucks.  Other  parts  manufacturers  that 
are  doing  especially  well  include  Danaher,  Eaton  and 


Excel  Industries. 

Shipments  of  recreational  vehicles  were  running  14% 
ahead  of  a  year  ago,  with  the  best  September  in  15  years — 
at  Winnebago  Industries,  for  example,  return  on  equity  hit 
13%.  Elsewhere  within  the  consumer  durable  goods  sec- 
tor, close  to  48  million  home  appliances  were  built, 
making  1993  the  best  year  for  white  goods  since  1989. 
This  year  the  industry  talks  about  approaching  49  million 
units,  which  is  closing  in  on  1987  and  1988^  record  50 
million  units.  WM 


Consumer 
durables 

Company 

Profitability 

Growth 

Sales 

Net 
income 

Return  on  equity 

5-year  latest 
average     12  mos 

%  % 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

%  % 

Sales 

5-year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

1 

Profit 
margin 


Appliances 

Whirlpool 

11.0 

13.7 

10.1 

34.7 

12.7 

4 

1 

NM 

19.5 

7,463 

224 

3.0 

Maytag 

8.8 

6.9 

6.0 

48.2 

11.1 

1 

3 

NM 

500.0+ 

3,023 

45 

1.5 

Sony 

6.0 

2.2 

3.2 

36.0 

20.5 

1 

5 

NM 

-68.5 

36,290 

339 

0.9 

Harman  International 

4.2 

12.4 

9.6 

55.7 

6.6 

11 

5 

-17.1 

209.8 

684 

14 

2.0 

Toro 

3.7 

9.0 

7.7 

44.9 

1.4 

7 

7 

-14.7 

D-P 

684 

13 

1.9 

Black  &  Decker 

1.9 

def 

2.3 

67.8 

22.4 

2 

3 

NM 

P-D 

4,840 

-49 

def 

Philips  Electronics 

def 

def 

def 

43.7 

1.6 

2 

7 

NM 

P-D 

30,673 

-986 

def 

Zenith  Electronics 

def 

def 

def 

46.1 

-14.4 

-0 

4 

NM 

D-D 

1,252 

-81 

def 

Emerson  Radio 

def 

def 

def 

NE 

NM 

-16 

0 

NM 

D-D 

663 

-48 

def 

Sunbeam-Oster 

NA 

15.3 

13.0 

15.6 

2.2* 

10 

7 

NA 

27.0 

1,045 

86 

8.2 

Medians 

3.7 

7.9 

4.6 

44.3 

4.4 

2 

5 

NM 

-24.5 

2,138 

14 

1.2 

Home  furnishings 

Newell  Co 

21.6 

19.5 

17.2 

16.4 

11.6 

18 

3 

23.1 

13.2 

1,585 

168 

10.6 

Rubbermaid 

20.9 

20.8 

20.4 

1.8 

12.2 

7 

9 

13.2 

27.4 

1,922 

205 

10.7 

Leggett  &  Piatt 

14.8 

17.4 

15.1 

25.5 

11.8 

26 

4 

4.0 

28.5 

1,428 

79 

5.5 

Kimball  International 

12.2 

10.3 

9.7 

0.5 

4.6 

15 

3 

NM 

-8.6 

749 

34 

4.5 

La-Z-Boy  Chair 

11.7 

12.3 

10.6 

16.0 

6.1 

15 

5 

NM 

40.2 

739 

32 

4.4 

Oneida 

7.8 

7.8 

6.3 

48.0 

8.0 

-7 

0 

-24.1 

-10.6 

450 

6 

1.4 

Premark  Intl 

7.6 

20.0 

16.8 

26.3 

5.9 

4 

5 

NM 

500.0+ 

3,037 

149 

4.9 

Bassett  Furniture  Ind 

7.6 

9.7 

9.5 

0.0 

-1.5 

10 

5 

NM 

5.0 

502 

27 

5.3 

Springs  Industries 

5.9 

7.8 

7.0 

36.1 

2.8 

4 

5 

-9.5 

10.6 

2,032 

46 

2.3 

Thomas  Industries 

5.0 

3.2 

4.4 

40.3 

5.5 

9 

0 

NM 

D-P 

449 

4 

0.9 

Armstrong  World  Inds 

4.1 

7.8 

7.9 

23.1 

NM 

-1 

2 

NM 

D-P 

2,501 

70 

2.8 

LADD  Furniture 

2.3 

4.0 

4.0 

39.5 

5.1 

11 

9 

NM 

D-P 

526 

6 

1.2 

Fieldcrest  Cannon 

1.7 

9.3 

6.4 

45.9 

-3.1 

-15 

0 

NM 

62.0 

1,047 

27 

2.5 

Interco 

NA 

NA 

NA 

64.8 

-13.2 

10 

7 

NA 

NA 

1,644 

NA 

NA 

Medians 

7.6 

9.7 

9.5 

25.9 

5.3 

9 

8 

NM 

28.5 

1,238 

34 

4.4 

Recreation  equipment 

Harley-Davidson 

23.7 

21.0 

20.1 

0.7 

9.3 

16 

5 

14.1 

39.8 

1,200 

70 

5.8 

Huffy 

14.4 

11.3 

9.3 

36.4 

18.3 

16 

3 

15.7 

-15.2 

789 

13 

1.7 

Fleetwood  Enterprises 

11.0 

11.6 

10.1 

22.7 

4.3 

20 

6 

NM 

19.2 

2,103 

59 

2.8 

Anthony  Inds 

10.0 

12.6 

8.8 

48.1 

7.8 

7 

7 

-11.0 

33.4 

423 

11 

2.5 

Brunswick 

1.9 

2.1 

2.5 

11.6 

-9.5 

0 

9 

NM 

-25.9 

2,136 

19 

0.9 

Coachmen  Industries 

def 

25.2 

23.4 

7.3 

-8.2 

17 

0 

NM 

D-P 

322 

12 

3.8 

Winnebago  Industries 

def 

12.8 

11.1 

3.6 

-5.8 

30 

2 

NM 

D-P 

384 

9 

2.4 

Outboard  Marine 

def 

def 

def 

48.7 

-9.0 

-2 

8 

NM 

P-D 

1,035 

-165 

def 

Coleman 

NA 

16.9 

12.1 

32.9 

15.8 

16 

7 

NA 

26.0 

544 

34 

6.3 

Medians 

6.0 

12.6 

10.1 

22.7 

4.3 

16 

5 

NM 

26.0 

789 

13 

2.5 

Industry  medians 

7.5 

11.2 

9.3 

33.5 

4.3 

7 

8 

NM 

20.4 

1,340 

34 

2.7 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5 

1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources.-  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


Forbes  ■  January  3,  1994 


129 


Consumer  nondurables 

In  personal  products,  the  key  to  success 
is  a  strong  brand  name  sold  in  a  rapidly 
growing  Third  World  market. 


By  Nancy  Rotcnier 


Stronger  consumer  confidence  and  lower  interest  rates 
helped  push  up  spending  on  nondurables  by  more  than  3% 
(on  an  annualized  basis)  in  the  second  half  of  1993.  "We 
have  had  a  Nervous  Nelly  consumer  the  last  two  years," 
says  Ken  Goldstein,  an  economist  at  the  Conference  Board 
in  New  York.  "But  we've  turned  that  corner." 

As  Nervous  Nelly  calmed  down  in  the  U.S.,  most  of  the 
personal  products  companies'  profits  improved  as  the  year 
went  on.  But  companies  like  Procter  &  Gamble,  Duracell 
International,  Avon  Products  and  others  with  significant 
exposure  to  overseas  markets  really  coined  money,  espe- 
cially in  developing  areas  in  Latin  America  and  the  Far 
East.  Avon,  which  topped  our  profitability  list  with  a 
76.3%  return  on  equity  in  the  latest  12  months,  saw  its 
foreign  sales  grow  at  8% — more  than  twice  its  domestic 


rate.  The  company  has  taken  writeoffs,  which  reduced  its 
equity  base. 

U.S.  personal -product  firms  linked  up  with  foreign 
manufacturers  and  also  pushed  product  extensions 
abroad.  Last  year  P&G  signed  with  Godrej  in  India  to  make 
soap  and  other  goods;  Gillette  now  has  joint  ventures  in 
China,  Russia  and  Poland,  and  introduced  an  improved 
SensorExcel  razor  in  Europe.  p&g's  reformulated  Pantene 
shampoo  line  enjoyed  explosive  growth  worldwide. 

Private  labels,  which  make  up  a  growing  segment  of 
consumer  nondurables,  generally  didn't  gain  any  signifi- 
cant market  share  in  personal -product  lines.  The  one 
exception  was  diapers,  where  private  label  sales  accounted 
for  16%  of  the  market,  an  1 1%  increase  over  1992. 

The  news  for  apparel  and  shoe  manufacturers  was 


Consumer 
nondurables 

Company 

Profitability 

Growth 

Sales 

Return  on  equity 

5-year  latest 
average     12  mos 

%  % 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

%  % 

Sales 

5-year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

i 

Net 

Profit 

income 

margin 

late; 

latest 

12  m 

12  mos 

$mi 

% 

Personal  products 


Avon  Products 

42.0 

76.3 

46.2 

37.5 

6.3 

4.2 

72.3t 

37.7 

3,923 

238 

6.1 

Gillette 

39.4 

35.9 

27.5 

21.0 

10.1 

6.1 

17.9 

12.6 

5,302 

557 

10.5 

Tambrands 

36.3 

50.3 

44.4 

0.5 

5.1 

-9.0 

9.1 

-9.6 

630 

84 

13.3 

Johnson  &  Johnson 

28.8 

33.5 

26.9 

19.7 

11.5 

5.3 

15.0 

11.9 

14,110 

1,759 

12.5 

First  Brands 

25.9 

19.0 

12.3 

41.8 

NM 

5.7 

-6.9* 

32.3 

1,053 

54 

5.1 

Stanhome 

23.3 

12.5 

12.6 

0.3 

12.3 

-0.4 

7.1 

-32.5 

742 

32 

4.4 

Kimberly-Clark 

19.4 

14.3 

9.9 

25.8 

7.9 

0.1 

4.8 

-42.1 

7,018 

314 

4.5 

Church  &  Dwight 

19.3 

19.3 

16.7 

4.5 

10.6 

5.0 

21.5 

10.2 

537 

31 

5.7 

Colgate-Palmolive 

17.4 

18.7 

15.1 

26.3 

5.7 

3.8 

21.8 

14.0 

7,072 

536 

7.6 

Clorox 

15.9 

23.7 

17.6 

16.4 

6.2 

-0.3 

NM 

66.8 

1,689 

201 

11.9 

Alberto-Culver 

15.8 

14.4 

12.1 

20.8 

13.9 

5.2 

6.5 

5.9 

1,148 

41 

3.6 

BIC 

15.7 

21.0 

20.4 

0.0 

7.3 

11.0 

5.3 

17.6 

445 

44 

9.9 

Block  Drug 

14.5 

11.6 

11.2 

3.6 

11.9 

3.4 

10.6 

-6.9 

616 

56 

9.1 

Procter  &  Gamble 

14.2 

4.6 

4.9 

26.1 

10.0 

0.3 

-19.7 

-74.1 

30,118 

529 

1.8 

Carter-Wallace 

13.4 

6.6 

6.6 

3.2 

7.5 

-0.8 

3.2 

-41.3 

655 

28 

4.3 

Gibson  Greetings 

13.0 

7.9 

7.5 

20.1 

7.0 

10.1 

-13.8 

67.4 

523 

24 

4.6 

Helene  Curtis  Inds 

11.1 

9.1 

6.0 

44.8 

18.6 

8.4 

NM 

-20.6 

1,182 

16 

1.4 

Service  Corp  Intl 

10.8 

13.6 

7.5 

52.8 

2.9 

13.4 

NM 

12.4 

854 

98 

11.5 

Duracell  Intl 

10.6 

12.2 

9.5 

31.2 

9.1 

6.1 

139.8t 

-24.6 

1,749 

129 

7.4 

Scott  Paper 

7.6 

5.8 

5.6 

51.4 

3.1 

-4.3 

-12.2 

DP 

4,770 

116 

24 

James  River  Corp  Va 

1.0 

def 

def 

42.9 

-3.4 

-1.2 

NM 

D-D 

4,636 

-116 

def 

Dial 

NA 

15.8 

9.7 

58.3 

6.4 

-7.7 

NM 

D-P 

3,051 

69 

2.3 

Paragon  Trade  Brands 

NA 

NA 

NA 

0.0 

13.0 

19.3 

NA 

143.1 

548 

43 

7.8 

Medians 

15.8 

14.3 

11.6 

21.0 

7.5 

4.2 

5.1 

11.9 

1,182 

69 

5.7 

D-D:  Deficit  to  deficit.  D-P:  Def icit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Profit  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average,    t  Three-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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dismal  in  1993;  consumers  were  simply  diverting  dispos- 
able income  to  more  expensive  items.  Two  exceptions: 
Hartmarx,  whose  stock  was  up  12%,  and  Kellwood,  with 
44%  stock  growth.  Kellwood  is  a  big  supplier  to  stores  like 
J.C.  Penney  and  Sears. 

Fashion  apparel  makers  continued  to  have  a  tough  time 
expanding  overseas  because  of  the  difficulty  of  distributing 
to  small  boutiques.  They  looked  for  growth  in  the  U.S. 


Jones  Apparel  Group  pushed  its  Saville  label  of  more 
moderately  priced  clothing.  In  November  Jones  acquired 
sportswear  house  Evan  Picone. 

Wall  Street  stomped  on  athletic  shoe  companies  as 
consumers  shifted  their  attention  from  sneakers  to  hiking 
boots  and  sports  sandals.  Through  November  Nike's 
stock  was  down  41%,  Reebok's  down  1 1%.  The  outdoor 
segment — $500  million  wholesale — is  expected  to  double 


Not  toying 
around 


In  less  than  a  decade  Has- 
bro, Inc.,  the  $2.7  billion 
Pawtucket,  R.I. -based 
toymaker,  has  acquired 
Milton  Bradley,  Play- 
skool,  Tonka,  Kenner, 
Parker  Brothers,  Coleco, 
Knickerbocker  and  Child 
Guidance.  With  15%  of 
the  domestic  toy  market, 
Hasbro  is  now  the 
world's  largest  toy  compa- 
ny, with  net  income  of 
$195  million  and  a  healthy 
return  on  equity  during 
the  past  12  months  of 
17.2%  (see  tabic). 

"Our  growth  is  not 
only  acquisition-related," 
says  Alan  G.  Hassenfeld, 
45,  Hasbro's  chief  execu- 
tive. "It's  more  what  we 
do  with  them  once  we  get 
them."  Example:  When 
Hassenfeld  bought  Parker 
Brothers  in  1991,  he- 
moved  Nerf,  Parker  Broth- 
ers' line  of  foam  toys,  to 
Hasbro's  Kenner  division. 
Under  Kenner's  clever 
marketing,  NerPs  sales 
doubled,  to  $70  million. 
And  Hasbro  has  more  than 
tripled  sales  of  Scrabble- 
since  it  picked  up  the  classic 
board  game  in  its  1989 
Coleco  acquisition. 

Hassenfeld  took  over 
in  1989  after  the  untimely 
death  of  his  older  brother 
Stephen.  Industry  insiders 
were  skeptical  that  Alan 
could  run  the  company,  but 
the  results  speak  for 
themselves,  and  few  ana 


Hasbro's 
Alan  Hassenfeld, 
with  customer 
Elizabeth  Melen 
A  soft  spot  for 
children  and  Mr. 
Potato  Head. 


lysts  now  question  his 
competence.  Over  the  past 
five  years,  Hasbro's  stock 
has  more  than  tripled,  com- 
pared with  the  S&P  500\s 
67%  increase. 

Hassenfeld  has  recent- 
ly been  pushing  Hasbro 
overseas.  In  July  1992 
Hasbro  acquired  Nomura 
Toys,  Ltd.,  a  small  toy 
company  in  Japan,  where 
the  arrival  of  Toys  "R" 
Us  has  opened  up  the  retail 
toy  market.  Three 
months  later  Hasbro  ac- 
quired a  controlling  in- 
terest in  Palmyra  Holdings, 
its  distributor  in  the  Far 
East.  "We  want  to  handle 
our  own  future  with 
tender  loving  care,"  ex- 
plains Hassenfeld. 

1  [asbro  is  also  ventur- 
ing into  the  videogame 


market.  Hassenfeld  re- 
cently paid  $25  million  for 
15%  of  Virgin  Interactive 
Entertainment,  which  pro- 
duces Sega-  and  Nin- 
tendo-compatible game 
software  and  licenses 
Hasbro  board  games  Mo- 
nopoly, Clue  and  Risk. 
These  old  standbys  have 
sold  more  than  1  million 
units  in  videogame  for- 
mats. Hasbro  and  Virgin 
will  develop  more  software 
based  on  properties  in 
Hasbro's  portfolio. 

With  the  success  of  Ste- 
ven Spielberg's  dinosaur 
thriller  Jurassic  Park  and 
public  TV's  Barney  pro- 
gram, the  toy  world  has 
rediscovered  dinosaurs. 
Hasbro  licenses  both 
megabits,  and  has  hot-tick- 
et toys  like  Talking  Bar- 


ney and  Jurassic  Park's  Ty- 
rannosaurus  Rex. 

What's  next?  Hassen- 
feld has  licensed  the  rights 
to  develop  action  figures 
from  the  forthcoming 
Shadow  movie  based  on 
the  popular  1940s  radio  se- 
ries. And  on  Jan.  8  Has- 
bro will  unveil  three  of  six 
classic  Elvis  dolls  based 
on  different  parts  of  the  sin- 
ger's life.  The  dolls, 
which  will  retail  for  $45  to 
$50  and  are  to  be  market- 
ed as  collectibles,  mark 
Hasbro's  first  foray  into 
toys  for  adults. 

Does  Hassenfeld  have 
a  favorite  toy?  "I  guess  I've 
always  had  a  soft  spot  for 
Mr.  Potato  Head,"  he  says, 
referring  to  the  toy  that 
was  launched  in  1952. 
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in  the  next  three  years,  benefiting  such  firms  as  Timber- 
land  and  Wolverine  World  Wide.  (Their  sales  are  too  small 
to  put  them  on  our  lists.)  The  big  three  sneaker  outfits- 
Nike,  Reebok  and  L.A.  Gear— are  all  making  more  out- 
door shoes. 

After  a  difficult  June  quarter  the  textile  industry  showed 
signs  of  life  in  the  second  half  of  the  year.  But  knitwear 


faltered,  forcing  mills  to  cut  back  operations.  Consumers 
t(  >ok  advantage  of  low  interest  rates  to  buy  expensive  items 
like  upholstered  furniture  and  carpeting.  And  as  consum- 
ers i  efinaneed  mortgages  and  put  more  spending  money  in 
their  pockets,  mills  for  denim  and  bed  and  bath  fabrics 
were  running  full-out.  Hence  the  improving  profit  picture 
at  Shaw  Industries  and  Burlington  Industries.  Hfi 
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latest 

latest 

Debt/ 

5-yeai 

latest 
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average 
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% 

%  - 
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% 

% 

% 
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Smil 

$m 
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Apparel  &  shoes 

Jones  Apparel  Group 

64.0 

34.1 

34.2 

2.5 

21.6 

25.0 

NM 

17.4 

525 

47 

9.0 

NIKE 

32.9 

23.5 

23.1 

0.8 

26.7 

10.7 

27.2 

5.2 

3,939 

357 

9.1 

Stride  Rite 

31.0 

20.3 

19.3 

1.1 

12.7 

-2.3 

26.5 

-21.7 

579 

55 

9.5 

Liz  Claiborne 

30.1 

16.4 

16.0 

0.1 

16.9 

1.3 

18.1 

-25.0 

2,207 

162 

7.4 

Fruit  of  the  Loom 

93  9 

1  A  R 

1  fi  d 

ID  .t 

3  n 

iJ.D 

1  F,  A 

1  883 

200 

i  n  f, 

1U.D 

Phillips-Van  Heusen 

26.1 

18.1 

13.0 

44.2 

14.7 

11.3 

10.8 

6.5 

1,116 

40 

3.6 

Reebok  International 

20.8 

13.0 

12.2 

13.7 

16.5 

0.1 

NM 

-51.4 

2,951 

105 

3.6 

vr 

1  r  n 

90  3 

1  A  3 

9Q 

7  A 

l  ft  ft 

NM 

IN  IVI 

1  1  .D 

A  9R9 

256 

O.U 

Russell 

15.6 

9.6 

8.0 

22.8 

13.5 

4.3 

8.2 

-29.1 

937 

55 

5.9 

Instrument  Systems 

15.6 

12.3 

12.3 

12.2 

4.1 

-12.6 

15.91 

-27.3 

437 

18 

4.1 

Justin  industries 

13.8 

21.4 

14.5 

35.1 

14.0 

12.0 

39.5 

5.9 

483 

35 

7.1 

Oxford  Industries 

10.7 

14.1 

12.2 

12.8 

-1.3 

9.0 

17.7* 

21.6 

587 

16 

2.7 

Kellwood 

10.2 

11.9 

10.0 

25.8 

8.3 

20.0 

-7.0 

22.2 

1,185 

33 

2.8 

Tultex 

9.9 

9.5 

7.3 

38.6 

4.9 

17.3 

-12.9 

31.0 

542 

17 

3.1 

LA  Gear 

def 

def 

def 

23.4 

42.8 

-19.8 

NM 

D-D 

383 

-47 

def 

Crystal  Brands 

def 

def 

def 

104.3 

13.5 

-26.0 

NM 

D-D 

483 

-130 

def 

Hartmarx 

def 

5.0 

4.4 

64.2 

NM 

-34.6 

NM 

D-P 

759 

3 

0.4 

Salant 

def 

NE 

def 

150.1 

16.1 

-9.9 

NM 

D-D 

358 

-18 

def 

Gitano  Group 

def 

NE 

NM 

NE 

18.3 

-48.4 

NM 

D-D 

448 

-189 

def 

Warnaco  Group 

NE 

39.1 

17.3 

65.7 

5.4 

14.3 

NM 

52.9 

684 

52 

7.6 

Nine  West  Group 

NA 

70.4 

41.8 

17.4 

4.9 

16.8 

NA 

21.1 

523 

56 

10.7 

Medians 

14.7 

14.1 

12.3 

23.4 

13.5 

4.3 

-10.0 

5.9 

587 

40 

4.1 

Textiles 

Unifi 

25.4 

24.1 

16.4 

28.0 

15.0 

17.1 

23.6 

18.0 

1,342 

120 

9.0 

Shaw  industries 

22.9 

19.4 

14.8 

26.3 

17.7 

30.2 

14.8 

55.7 

2,424 

113 

4.7 

Delta  Woodside  Inds 

14.8 

6.9 

5.8 

33.2 

7.4 

-1.1 

NM 

-39.4 

680 

22 

3.2 

Guilford  Mills 

10.3 

9.9 

7.6 

38.2 

1.6 

3.4 

NM 

-22.9 

644 

21 

3.3 

Dixie  Yarns 

def 

3.5 

4.2 

45.4 

^.8 

16.6 

-24.5 

D-P 

548 

6 

1.1 

WestPoint  Stevens 

def 

def 

def 

24.9 

-4.7 

1.2 

NM 

D-D 

1,504 

-247 

def 

Triarc  Cos 

def 

NE 

def 

83.6 

NM 

-15.0 

NM 

D-D 

1,054 

-45 

def 

Burlington  Industries 

def* 

17.1 

9.6 

61.4 

-3.1 

-0.4 

NM 

D-P 

2,058 

82 

4.0 

Medians 

5.0 

8.4 

6.7 

35.7 

-0.7 

2.3 

NM 

-2.4 

1,198 

22 

3.2 

Photography  &  toys 

Mattel 

37.9 

31.5 

23.0 

36.0 

14.1 

4.8 

33.9* 

25.3 

1,940 

172 

8.9 

Polaroid 

32.0 

6.0 

5.3 

34.7 

3.9 

4.0 

NM 

-55.0 

2,222 

60 

2.7 

Hasbro 

13.1 

17.2 

16.0 

15.3 

14.1 

7.1 

21.7 

21.8 

2,646 

195 

7.4 

Tyco  Toys 

12.5 

def 

def 

35.7 

33.5 

4.0 

NM 

•  P-D 

731 

-20 

def 

Eastman  Kodak 

10.2 

11.6 

7.4 

53.6 

7.4 

-11.9 

NM 

157.1 

17,497 

764 

4.4 

Actava  Group 

def 

def 

2.4 

44.9 

5.9 

7.5 

NM 

D-D 

1,198 

-9 

def 

Medians 

12.8 

8.8 

6.3 

35.8 

10.8 

4.4 

NM 

-16.6 

2,081 

116 

3.5 

Industry  medians 

14.5 

13.6 

11.2 

26.3 

8.1 

4.1 

-9.6 

8.4 

1,085 

53 

4.4 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Senice  via  OneSource  Information  Services. 
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Radio  Shack  Presents 
The  New  Tandy  PDA 


Now  you  can  travel  light  with  a 


It's  a  fantastic  electron- 
ic notepad  (and  more ! ) 
that  will  eliminate 
thousands  of  pieces  of 
paper  from  your  life. 


:ind  the  perfect  word 
with  the  built-in  dict- 
ionary and  thesaurus 

.there's  even  a  spell 
checker  and  a  26- 

language  translator. 


There's  a  built-in 
electronic  address 
book  that  stores 
hundreds  of  your 
personal  entries. 


As  Easy  as  Pen  and  Paper 

Just  jot  a  name,  scribble  a  phone 
number  or  draw  a  map — it's  that  easy. 
The  built-in  PalmPrint™  software  can 
even  read  your  writing! 

The  Logic  Power  of  a  Computer 

The  GEOS®  system  software's  easy- 
to-follow  icons  and  menus  make  our 
PDA's  power  easy  to  use.  The  PDA's 
smart,  powerful  programs  give  you 
easy  ways  to  handle  life's  details. 

The  Ability  to  Connect  to  the  World 

The  Tandy  PDA  links  to  your  PC,  and 
communicates  with  popular  Windows 
applications.*  By  adding  a  modem  you 
can  communicate  worldwide! 

Innovation,  Not  Confusion! 
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running  fast!  It  couldn't  be  easier! 
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lectric  utilities 

a  V  For  the  electric  power  companies,  , 
P  P  the  smell  of  competition  is  in  the  air. 
^    But  so  is  a  new  kind  of  rate  regulation 


By  Manjeet  Kripalani 

"For  the  first  time  ever  we  have  a  negative  outlook  for  the 
majority  of  the  industry,"  says  Standard  &  Poor's  Curtis 
Moulton,  director  of  utility  bond  ratings.  In  October  S&P 
changed  its  rating  outlook  on  47  companies  from  "'stable'" 
to  "negative."  The  Dow  Jones  utility  average  is  off  about 
12%  since  its  1993  high,  set  in  August. 

What's  spooking  the  rating  agency  and  Wall  Street  is 
intensifying  competition.  In  1992  the  Energy  Policy  Act 
permitted  wholesale  transmission  access — meaning  elec- 
tric power  producers  could  sell  their  power  to  other 
utilities  beyond  their  service  territories — and  allowed  the 
Federal  Energy  Regulatory  Commission  to  require  one 


Sleepy 
no  more 

Five  years  ago  New  Or- 
leans-based Middle  South 
Utilities  was  just  another 
sleepy  southern  electric 
company.  But  Edwin 
Lupberger,  57,  chairman  of 
the  utility  since  1985,  put 
the  company  on  an  ambi- 
tious expansion  program. 
Renamed  Entergy  Corp.  in 
1989,  the  utility  now  has 
four  core  operating  compa- 
nies— Arkansas  Power  & 
Light,  Louisiana  Power  & 
Light,  Mississippi  Power 
&  Light,  and  New  Orleans 
Public  Service. 

A  fifth  company  is 
about  to  be  added:  Entergy 
is  soon  expected  to  pay 
$2.3  billion  in  stock  and 
cash  for  Gulf  States  Utili- 
ties, serving  portions  of 
Louisiana  and  Texas.  The 
deal  will  make  Entergy  one 
of  the  largest  electric  util- 
ities in  the  U.S.  and  will  in- 
crease its  generating  ca- 
pacity by  43%.  "As  a  regu- 
lated utility,"  says 
Lupberger,  "we  plan  never 
to  build  another  power 


utility  to  provide  this  transmission  service  to  another. 
What's  worrying  utility  executives  is  the  possibility  that 
power  might  soon  be  sold  directly  to  business  customers 
across  transmission  lines  by  any  power  generator,  thereby 
bypassing  regulated  utilities.  Individual  states  have  been 
allowed  to  experiment  with  this  form  of  competition, 
called  "retail  wheeling."  New  Mexico  and  Michigan  are  in 
the  lead,  and  others  will  most  likely  follow,  says  Randle 
Smith  of  Duff  &  Phelps. 

The  big  issue  here  is  how  to  price  the  transmission  of 
power,  since  the  transmission  lines  are  owned  by  the  large 
public  utilities.  Utilities  are  concerned  that  they  could  be 


Entergy  Corp.  Chairman  Edwin  Lupberger 
"We  have  to  be  customer-oriented 
and  be  ahead  of  the  competition." 


plant." 

By  the  year  2000  Lup- 
berger plans  to  invest  over 
$1  billion  in  unregulated 
businesses  like  independent 
power  producers  and 
utilities  abroad.  Overseas, 
Entergy  has  a  S90  million 
investment  in  three  power 
projects  in  Argentina. 


Lupberger  is  also  eyeing- 
Venezuela,  Chile,  Brazil 
and  Colombia — areas 
where  he  anticipates  a 
50%  premium  over  the  util- 
ities' traditional  returns 
of  around  11%  on  equity. 
In  China,  Entergy  is  bid- 
ding to  build  a  cogenera- 
tion  facility  near  Beijing, 


and  will  open  an  office  in 
Flong  Kong  in  1994. 

How  is  Lupberger  pay- 
ing for  all  this?  Low  interest 
rates  helped  the  company 
refinance  its  debt,  saving 
$37  million  in  the  first 
nine  months  of  1993  alone. 
Work  force  reductions 
also  helped.  In  the  last  four 
years  1 1%  of  the  work 
force  has  been  trimmed — 
many  from  a  middle  man- 
agement that  had  become 
too  bureaucratic.  Cash 
on  hand  is  a  tidy  $563  mil- 
lion; in  1993  Entergy's 
dividend  payout  came  to 
only  about  60%  of  earn- 
ings, compared  with  an  es- 
timated 85%  for  other 
utilities  in  its  region. 

Looking  into  the  fu- 
ture, Lupberger  sees  utili- 
ties operating  more  like 
consumer  products  compa- 
nies. Entergy's  sendees 
will  be  driven  by  customer 
needs.  Many  of  his  new 
key  managers  come  from 
those  kinds  of  business- 
es— PepsiCo,  GE,  AT&T. 
"We  have  to  be  custom- 
er-oriented and  be  ahead  of 
the  competition,"  Lup- 
berger says.       -M.K.  Hi 
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ELECTRIC  UTILITIES 


>  carry  third- par ty  transmissions  at  prices  that 
urt  their  own  customers.  The  Federal  Energy 
Regulatory  Commission  may  step  in  and  set  a  price  for 
access  to  the  lines — creating  a  precedent  that  many  in  the 
industry  fear  would  sacrifice  economic  efficiency  to  politi- 
cal expediency.  A  related  battle  between  Florida  Power  & 
Light  and  municipal  utilities  over  line  access  may  provide 
insight  into  the  final  decision. 

Thanks  to  falling  interest  rates,  the  average  return  on 
equity  allowed  by  the  50  states  has  dropped  to  1 1%,  from 
13%  just  three  years  ago.  So  the  electric  companies  are 
scrambling  to  boost  earnings  from  outside  the  regulated 
rate  base.  But  starting  up  successful  new  businesses  from 


scratch  isn't  exactly  easy. 

One  bright  spot:  Last  July  the  California  Public  Utility 
Commission  received  a  proposal  filed  by  San  Diego  Gas  & 
Electric  to  adopt  performance-based  rate  making.  Instead 
of  basing  a  utility's  allowed  return  on  the  amount  of  its 
invested  capital  and  the  cost  of  money,  the  idea  underlying 
performance-based  rate  making  is  to  let  a  utility  earn  a 
return  based  on  its  ability  to  keep  its  prices  competitive.  If 
prices  stay  below  a  certain  benchmark,  stockholders  and 
customers  benefit;  if  not,  both  share  the  costs. 

The  California  Public  Utility  Commission  will  weigh  in 
on  sdg&e's  proposal  early  in  the  new  year.  If  it  agrees,  it 
could  mean  lower  rates  and  increased  efficiency.  US 
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NM 
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NM 
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95 

10.2 
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6.7 

46.2 
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8.5 

NM 

D-P 
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10.3 

Public  Service  NM 
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def 
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55.7 

3.0 

1.7 

NM 

P-D 

863 

-92 
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Tucson  Electric 

def 

NE 
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95.4 

NM 

5.1 

NM 

D-D 
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-98 
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Medians 

8.8 

11.1 

6.7 

38.2 

3.4 

5.5 

NM 

^4.5 

1,434 

119 

8.9 

Industry  medians 

11.9 

11.8 

6.9 

37.9 

3.6 

6.4 

-9.9 

8.3 

1,676 

147 

9.8 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Prof  it  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity.    NM:  Not  meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Ve!ue  Line  Data  8ase  Service  via  OneSource  Information  Services. 
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Our  Hew  governor  means  busin 


Jim  Hunt  means  business.  When  he 
took  office  as  Governor,  he  pledged  to 
drastically  increase  the  number  of  busi- 
nesses that  move  to  and  expand  in  North 
Carolina.  That  means  even  better  financial 
incentives  for  you- from  increased  Jobs 
Creation  Tax  Credits  to  aggressive  financ- 
ing programs.  Whatever  your  needs, 
Governor  Hunt  will  work  with  you  to 
create  a  custom  designed  package  guar- 
anteed to  make  North  Carolina  the  perfect 
climate  for  your  business. 

And  that's  just  the  beginning.  There  are 
additional  incentives,  grants,  work  force 
screening,  training  and  tax  advantages  that 


have  helped  make  North  Carolina  one  of 
the  nations  top  PRO-BUSINESS,  PRO- 
JOBS  locations,  with  a  thriving  economy 
that  consistently  outpaces  the  nation. 

To  learn  more  about  the  bottom  line 
advantages  of  locating  in  North  Carolina, 
contact  David  W.  Sheehan,  Client  Services, 
State  of  North  Carolina  at  (919)  733-4977, 
fax  (919)  733-9265.  And  get  ready  to  profit 
from  a  state- and  a  Governor- that  means 
business. 


North  Carolina 

The  Better  Business  C  lime  i  te 


North  Carolina  Department  of  Commerce,  Business/ Industry  Development  Division,  430  North  Salisbury  Street,  Raleigh,  North  Carolina  27611 

©  1993,  North  Carolina  Department  of  Commerce 


Energy 

What  a  switch!  Natural  gas  prices  are  up, 
while  oil  prices  are  way  down.  But 
overall  energy  prices  should  be  flat  this  year. 

By  Toni  Mack 

"What  a  crummy  year,"  moans  Amoco  Chief  Economist 
Theodore  Eck.  He's  talking  about  1993's  shocking  slide 
in  oil  prices,  from  around  $21  a  barrel  to  below  $15  a 
barrel.  After  adjusting  for  inflation,  that's  even  less  than 
the  $11.49-a-barrel  nadir  hit  during  the  great  oil  crash  of 
1986.  The  problem  is  simple:  too  much  supply — from  the 
Middle  East,  the  North  Sea,  Russia  and  elsewhere — and 
too  little  demand. 

But  Eck  expects  a  recovery  in  the  year  ahead.  He 
predicts  the  world  will  lap  up  at  least  1  million  more  barrels 
a  day  in  1994  than  in  1993;  crude  prices,  he  adds,  should 
recover  to  the  $21-per-barrel  level  before  year-end. 

Low  prices  aren't  bad  for  everyone,  of  course.  Cheap 
crude  fattens  refiners'  margins.  At  little  refiner  Holly 
Corp.,  earnings  shot  from  $2.8  million  in  fiscal  1992  to 
$20  million  in  1993,  for  a  stunning  64%  return  on  equity. 

Refining  operations  did  well  at  the  big  international 
companies,  too.  At  Chevron,  refining  and  marketing 


profits  doubled  in  1993's  first  nine  months,  to  $570 
million.  Gains  like  that,  plus  strenuous  cost-cutting, 
helped  Forbes'  international  oil  group  rise  24%  in  per- 
share  earnings  in  the  last  12  months.  But  with  flat  oil  prices 
and  no  more  growth  in  refining  margins,  this  segment  will 
be  hard  pressed  to  show  similar  earnings  gains  in  1994. 

Natural  gas  producers  cheered  in  1993  as  gas  prices 
climbed  20%.  At  Burlington  Resources,  earnings  jumped 
by  152%,  to  $301  million,  for  the  latest  12  months.  But 
keep  an  eye  on  the  thermometer — a  warm  winter  will  sap 
demand — and  on  competition  from  fuel  oil,  which  is  now 
unusually  cheap.  If  gas  producers  are  lucky  in  1994,  gas 
prices  will  remain  around  the  1993  average  of  about  $2  per 
thousand  cubic  feet. 

Pipeline  operators  have  been  rejoicing,  too.  New  federal 
rules  force  customers  to  pay  more  to  reserve  space  in  the 
pipes;  profits  at  the  long-beleaguered  pipelines  will  begin 
to  grow  again.  Prospects  are  best  for  aggressive,  customer- 


Ray  Plank's 
cow  story 

When  he  was  9,  Ray- 
mond Plank  went  into  busi- 
ness, making  cider  from 
apples  from  his  family's 
Minnesota  orchard  and 
selling  it  in  bottles  he  scav- 
enged from  the  local 
dump.  "It  drove  my  moth- 
er crazy,"  says  Plank,  now 
71 .  "But  I  was  a  gleaner." 

He  still  is.  Apache 
Corp.,  the  $465  million 
(estimated  1993  reve- 
nues) Houston-based  inde- 
pendent Plank  founded 
in  1954,  gleans  the  last  few 
bits  of  oil  and  gas  from 
old  U.S.  reservoirs.  The 
lumbering,  overhead- 
heavy  majors  can't  do  this 
profitably;  that's  why 
they're  all  stalking  ele- 
phants (i.e.,  big  new 
fields)  abroad  these  days. 
But  while  the  big  firms 
have  been  laying  off  thou- 


sands, Plank  is  hiring. 

Apache's  secret  is  a 
combination  of  smart  buy- 
ing, low  costs — and  a  bit 
of  luck.  Plank  likes  to  tell 
the  cow  story.  In  1991 
Apache  paid  $545  million 
for  Amoco  properties, 
with  111  million  barrels  of 
reserves. 

"Shordy  afterward," 
says  Plank,  "a  cow  leaned 
against  one  of  the 
plugged  wells  and  knocked 
out  the  plug."  When 
crude  flowed,  Apache  put 
the  well  back  into  pro- 
duction and  then  drilled 
more  wells  around  it. 
That's  one  reason  Apache 
will  wring  another  33 
million  barrels  from  Amo- 
co's  castoffs. 

Apache  workers  don't 
like  to  waste  money.  Annu- 
al bonuses — a  total  $3.3 
million  last  year  for  101  op- 
erating employees — are 
tied  to  performance  goals. 

Since  the  Amoco  pur- 


chase, Plank  has  spent  over 
$350  million  more  on  ac- 
quisitions. Apache's  re- 
serves, at  roughly  225 
million  barrels  now,  are 
more  than  double  the 
1990  level.  That's  made 
Apache  one  of  the  few 
hirers  in  the  oilfields;  U.S. 
employment  is  up  33% 
since  1990,  to  872. 

Apache  stock,  too,  has 
climbed— from  a  1990  low 
of  1 3%  to  an  alltime  high 
of  32x/2  this  past  August. 
Then  the  oil  price  col- 
lapse in  early  December 
pushed  it  back  to  the  low 
20s.  That's  just  five  times 
estimated  1994  cash  flow 
of  $4.40  per  share,  says  Sal- 
omon Brothers  analyst 
Thomas  Driscoll,  who  adds 
that  Apache  is  the  only 
gas-oriented  producer  on 
his  buy  list. 

Plank  is  still  trolling  for 
additional  reserves,  includ- 
ing privately  held  re- 
serves. "We  estimate  that 


private  companies  own 
70%  of  the  domestic  oil  and 
gas  not  owned  by  the  ma- 
jors," says  Plank.  "What 
owner  is  likely  to  say,  'I'd 
like  my  children  to  follow  in 
my  footsteps  in  this  lousy 
business'?  " 

Lousy?  "It's  a  difficult 
and  lousy  industry,"  sighs 
Plank.  "But  I  happen  to 
love  it."  -T.M.  HE 


Apache's  Raymond  Plank 
From  cider  to  crude. 
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D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit. 

P-D:  Profit  to  deficit. 

P-Z:  Profit  to  zero. 

Z-D:  Zero  to  deficit,  def 

Deficit.    NA:  Not  available.    NE:  Negative 

equity.    NM:  Not  meaningful. 

*Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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friendly  firms  like  Enron  and  Panhandle  Eastern. 

Less  happily,  several  distributors  are  suffering  as  state 
regulators  slash  allowed  returns.  A  recent  rate  cut  will  cost 
California-based  Pacific  Enterprises  $14  million  a  year, 
figures  Merrill  Lynch  analyst  John  Olson.  Solution:  Diver- 
sify, mcn  Corp.  returns  14%  on  equity,  versus  an  industry 
average  of  1 0.8%,  thanks  to  its  unregulated  businesses  like 
cogeneration.  "It's  not  rocket  science,"  says  MCN  Chair- 


man Alfred  Clancy,  "but  you  have  to  embrace  change." 

Oil  service  firms  are  nervous  over  what  low  crude  prices 
will  do  to  drilling  plans.  "Our  customers  had  been  telling 
us  1994  would  be  better  than  1993,"  says  John  Laborde, 
chairman  of  Tidewater.  "My  hunch  is  1994  will  remain 
strong  domestically  if  gas  prices  hold  around  $2,  while 
international  drilling  will  be  about  the  same  as  1993." 

Laborde  adds:  "It's  still  dog-eat-dog  out  there."  WM 
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A  1  O 

o.y 

1  A  1 

14.1 

Q  7 
-O.I 

iu/.y 

2,629 

y.o 

Mitchell  Energy 

6.2 

8.7 

4.6 

46.0 

11.5 

11.0 

34.3 

96.7 

976 

57 

5.8 

Coastal  Corp 

3.3 

def 

2.4 

63.3 

6.1 

0.0 

NM 

D-D 

10,121 

-112 

def 

Panhandle  Eastern 

3.1 

12.2 

7.0 

41.3 

13.0 

-4.3 

NM 

-5.5 

2,331 

173 

7.4 

American  Oil  &  Gas 

def 

4.6 

5.1 

25.3 

51.9 

30.5 

NM 

-58.2 

532 

10 

1.8 

Transco  Energy 

def 

4.4 

6.1 

63.5 

-2.5 

7.7 

NM 

D-P 

2,930 

42 

1.4 

El  Paso  Natural  Gas 

NA 

12.9 

8.6 

43.1 

-11.3 

17.6 

NA 

11.0 

899 

86 

9.6 

ivicU id i  lb 

11  Q 

7.5 

42.2 

7.5 

15.3 

NM 

24.7 

1,989 

72 

R  1 

J.  X 

Gas  distributors 

Nicor 

16.7 

16.0 

8.9 

38.6 

1.5 

14.1 

5.7 

9.4 

1,703 

114 

6.7 

MCN 

14.0 

13.4 

8.1 

35.7 

1.9 

6.7 

-6.7 

9.8 

1,475 

58 

4.0 

Piedmont  Natural  Gas 

13.2 

14.7 

9.0 

44.4 

1.7 

23.2 

NM 

5.2 

553 

39 

7.1 

Peoples  Energy 

12.4 

1 1 .9 

7.5 

37.5 

NM 

14.8 

-2.6 

2.4 

1,259 

73 

5.8 

Washington  Gas  Light 

12.1 

12.3 

8.5 

41.7 

4.1 

19.8 

NM 

3.6 

894 

55 

6.2 

Laclede  Gas 

11.4 

13.6 

9.3 

40.3 

NM 

20.5 

NM 

38.2 

504 

25 

5.0 

Brooklyn  Union  Gas 

10.9 

11.9 

7.2 

43.9 

5.2 

12.2 

NM 

28.5 

1,206 

77 

6.4 

UtiliCorp  United 

10.8 

9.7 

7.5 

52.6 

17.1 

21.7 

-3.2 

28.0 

1,545 

79 

5.1 

Atlanta  Gas  Light 

10.5 

10.2 

8.5 

40.9 

2.5 

13.6 

NM 

-4.4 

1,130 

58 

5.1 

UGI 

10.2 

8.7 

7.0  " 

38.7 

13.4 

4.8 

-6.8 

10.8 

731 

33 

4.6 

Eastern  Enterprises 

8.9 

1.8 

2.9 

33.4 

11.1 

3.9 

-6.7 

-75.0 

1,105 

10 

0.9 

Wicor 

8.9 

11.2 

8.0 

32.7 

NM 

19.9 

NM 

42.3 

830 

28 

3.4 

Assoc  Natural  Gas 

7.1 

10.9 

8.0 

39.0 

48.6* 

57.6 

68.8t 

83.8 

1,320 

19 

1.5 

Southwest  Gas 

5.3 

5.3 

4.5 

59.5 

NM 

-5.1 

-16.7 

117.9 

693 

18 

2.7 

Ultramar 

NA 

14.6 

9.8 

49.2 

13.9 

-4.2 

NA 

38.7 

2,505 

77 

3.1 

Medians 

10.8 

11.9 

8.0 

40.3 

2.5 

14.1 

-11.8 

10.8 

1,130 

55 

5.0 

Integrated  gas 

Questar 

11.9 

14.5 

9.7 

29.5 

5.5 

9.6 

25.3 

34.2 

656 

85 

13.0 

Equitable  Resources 

11.3 

12.3 

7.7 

29.0 

16.2 

31.4 

11.2 

23.7 

1,012 

71 

7.1 

National  Fuel  Gas 

11.0 

11.5 

7.8 

32.2 

4.7 

10.9 

3.6 

10.8 

1,020 

75 

7.4 

Oneok 

10.3 

10.8 

6.6 

39.8 

5.6 

16.5 

28.7 

18.2 

789 

38 

4.9 

Consol  Natural  Gas 

10.0 

9.5 

6.3 

26.1 

1.6 

18.4 

-2.3 

-1.4 

2,944 

199 

6.8 

KN  Energy 

7.1 

11.9 

7.3 

45.6 

5.3 

28.7 

NM 

26.4 

473 

23 

4.9 

Arkla 

0.9 

1.1 

4.5 

63.8 

8.5 

13.0 

NM 

50.0 

3,010 

16 

0.5 

Enserch 

0.8 

def 

2.8 

44.7 

0.5 

15.9 

NM 

D-D 

3,182 

1 

0.0 

Columbia  Gas  System 

def 

14.9 

6.3 

46.6 

NM 

19.4 

-5.8 

100.6 

3,317 

171 

5.1 

Pacific  Enterprises 

def 

13.4 

6.8 

44.4 

-7.5 

-22.5 

NM 

D-P 

2,949 

133 

4.5 

Medians 

8.5 

11.7 

6.7 

42.1 

5.0 

16.2 

-4.0 

25.1 

1,982 

73 

5.0 

Industry  medians 

8.4 

10.2 

7.0 

39.4 

5.3 

6.6 

NM 

10.8 

1,617 

57 

3.6 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Prof  it  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity.    NM:  Not  meaningful.    *Foui-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line-  Data  Base  Service  via  OneSource  Information  Services. 
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'Hedging  with  CBOT  Treasury  futures  and  options 


makes  us  more  price  competitive.  Bottom  line, 


homebuyers  get  better  mortgage  rates." 


Peter  J.  Taglia 
VP  Secondary  Marketing 
Midwest  Mortgage  Services,  Inc. 
A  subsidiary  of  First  Chicago  Corporation 


'We're  not  smarter  than  our  competition,"  admits  Peter  Taglia.  "But  we  do  have  an  edge  in  hedging."  Using  CBOT 
Treasury  futures  and  options  gives  Taglia  lower  hedge  costs  and  more  flexibility.  So  Midwest  Mortgage  Services 
can  offer  better  mortgage  rates  and  a  greater  variety  of  products. 

"There  are  lots  of  firms  out  there  that  should  be  using  futures  and  options,"  asserts  Taglia.  He  finds  they  are 
bis  best  hedging  alternatives  for  the  portion  of  his  interest  rate  exposure  that  is  most  uncertain. 

"In  seven  years,  we've  never  been  out  of  the  futures  market,"  concludes  Taglia.  "That  tells  you  just  how 
important  futures  are  to  our  business." 

To  find  out  how  Treasury  futures  and  options  can  help  you  to  be       (^j  ChiCSCJO  BOdrcJ  Of  "1T3CIG 
more  competitive,  call  for  a  copy  of  "Treasury  Futures  for  Institutional 
Investors'  at  1-800-THE-CBOT,  ext.  6005,  or  1-312-435-3558,  ext.  6005. 


Entertainment  &  information 


Hollywood,  cable  and  broadcast  television 

are  all  doing  fine.  Not  so 

some  big-city  newspaper  publishers. 


By  Sharon  Moshavi 

With  big  egos  and  over  $10  billion  at  stake,  it  was  only 
natural  that  the  Barry  Diller  versus  Sumner  Redstone  fight 
for  Paramount  Communications  dominated  the  media 
headlines  in  1993's  final  weeks.  But  a  bigger  story  got 
buried.  After  a  decade  of  decline,  the  big  three  broadcast 
television  networks'  share  of  the  prime-time  television 
audience  stopped  falling  and  actually  rose  a  point,  to  62% 
of  all  American  households. 

Late-night  ratings  also  surged,  particularly  at  CBS,  where 
the  new  Late  Show  with  David  Letterman  pushed  NBC's 
Tonight  Show  with  Jay  Leno  out  of  first  place.  Letterman's 
show  helped  add  $100  million  in  ad  revenues  to  the  $500 
million  late-night  market.  Total  ad  revenues  for  the  big 
three  networks  were  basically  flat,  but  they've  all  been 
cutting  costs,  so  ABC,  CBS  and  NBC — as  well  as  Fox — all 
easily  turned  profits. 

Local  stations  outperformed  the  networks:  Their  ad 
revenues  increased  6%,  on  average.  "Clearly  the  recession 
is  over  for  TV  stations,"  says  Bishop  Cheen  of  Paul  Kagan 
Associates.  As  the  year  ended,  station  prices  were  rising 
smartly. 


The  cable  TV  business,  by  contrast,  hit  a  snag.  The 
industry's  cash  flow  grew  by  less  than  2%  as  cable  operators 
nervously  awaited  federal  action  on  reregulating  cable 
rates.  Expect  more  mergers  and  joint  ventures  between 
telephone  and  cable  companies  along  the  lines  of  Bell 
Atlantic/Tele-Communications,  Inc.  and  Southwestern 
Bell/Cox  Enterprises. 

In  Hollywood,  box  office  revenue  for  1993  should  hit 
an  alltime  high — $5.2  billion,  up  3%  over  record  year 
1989,  according  to  Exhibitor  Relations,  which  tracks  the 
box  office.  But  hold  the  champagne:  Fewer  people  are 
going  to  the  movies;  the  record  revenues  are  purely  the 
result  of  inflated  ticket  prices — up  14%  since  1989. 

The  only  really  bleak  spot  in  the  information  industry  is 
newspapers.  Advertising  revenues  rose  about  3%,  thanks  to 
some  higher  pricing.  But  ad  lineage  stayed  at  about  1992's 
level.  Meanwhile,  circulation  at  many  big-city  dailies  is  flat 
or  falling  as  editors  lose  touch  with  their  readers.  The 
august  New  York  Times  Co.  and  Times  Mirror  Co. 
(publisher  of  the  Los  Angeles  Times  and  several  other  big 
dailies)  continued  their  profitability  slumps.  ■■ 


Media  company 
with  a  difference 

New  York- based  Scholas- 
tic Corp.  is  probably  best 
known  for  its  Junior  Scho- 
lastic and  Scholastic  News 
publications,  which  are 
distributed  in  90%  of 


Scholastic's  Richard  Robinson 
His  father's  son. 


schools  nationwide.  In 
nearly  75  years  the  compa- 
ny has  had  only  two  chief 
executives:  Richard  Robin- 
son (since  1975)  and  his 
father,  Maurice,  who  start- 
ed the  firm  in  1920  with 
one  magazine,  Western 
Pen  nsylva  n  ia  Scholastic. 

Robinson,  56,  is  busily 
preparing  Scholastic  for  the 
I  interactive  era.  Using 
I  copyrights  and  product 
content  Scholastic  owns 
outright,  he  is  aggressively 
exploiting  CD-ROM  and 
video  technologies  to  dis- 
tribute Scholastic's  edu- 
cational-based materials.  A 
program  called  "Science 
Place,"  for  example,  offers 
a  collection  of  18  science 
curricula  replete  with 
books,  computer  soft- 
ware and  videotapes. 

This  past  September 
the  company  started  an 


educational  on-line  com- 
puter service  called  Scho- 
lastic Network;  it's  car- 
ried on  America  Online, 
Inc.,  whose  largest  share- 
holder is  Microsoft  co- 
founder  Paul  Allen. 

This  interactive  venture 
should  contribute  to  profits 
in  two  years,  predicts  ana- 
lyst Karen  Ficker  of  Alex. 
Brown.  Another  Scholas- 
tic fan,  Edward  Hatch,  a  UBS 
Securities  media  analyst, 
predicts  the  company  will 
earn  $31.4  million,  $1.95 
a  share,  in  fiscal  1994  (end- 
ing in  May),  up  11%  from 
last  year. 

Scholastic  is  also 
spending  $20  million  to 
create  its  first  animated 
TV  series,  which  PBS  will  air 
next  fall.  The  series  is 
based  on  Scholastic's  popu- 
lar Magic  School  Bus  sci- 
ence books,  which  have 


sold  over  7  million 
copies.  McDonald's  Corp. 
will  help  promote  the 
venture. 

Meanwhile,  Scholas- 
tic's core  business,  book 
publishing,  remains  solid. 
It  kicked  in  66%  of  the  firm's 
$552  million  in  fiscal 
1993  revenues  and  91%  of 
its  $28  million  profit. 

Sales  of  Scholastic's  28 
magazines,  distributed  in 
schools,  are  also  continu- 
ing to  grow,  but  at  a  7%  to 
9%  pace,  versus  15%  for 
books.  All  in  all,  Scholas- 
tic's payroll  has  grown 
20%  in  the  past  fiscal  year 
alone,  to  3,700. 

Many  media  compa- 
nies, by  contrast,  are  slash- 
ing their  payrolls.  "We 
believe  [in]  the  marriage  of 
print  and  multimedia," 
says  Robinson.  So  must  his 
employees.        -S.M.  M 
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&  information 

Company 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

5-year  latest 
average     12  mos 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

%  % 

Sales 

5-year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

lates 
12  m 
$mi 

lates 
12  m 
$mi 

latest 
12  mos 

%" 

Broadcasting  &  cable 


King  World  Prods 

45.7 

29.5 

29.7 

0.0 

10 

2 

-5.7 

10.7 

9.1 

474 

102 

21.5 

CBS 

16.6 

49.5 

21.1 

27.7 

4 

5 

-1.1 

-21.7 

123.8 

3,435 

313 

9.1 

Gaylord  Entertainment 

io.o 

1  A  C 

14. 0 

6.5 

48.2 

12 

1 

10.0 

-31.0 

22.4 

690 

30 

4.4 

Capital  Cities/ABC 

12.7 

11.5 

10.0 

12.2 

4 

0 

5.7 

5.2 

15.1 

5,561 

439 

7.9 

Viacom 

def 

20.5 

9.0 

73.6 

12 

4 

9.3 

NM 

500.0+ 

1,986 

155 

7.8 

Tele-Communications 

def 

def 

3.6 

64.7 

16 

7 

12.5 

NM 

D-D 

4,047 

-22 

def 

Comcast 

def 

NE 

2.4 

127.5 

21 

8 

53.3 

NM 

D-D 

1,262 

-165 

def 

Cabievision  Systems 

NE 

NE 

def 

269.2 

12 

0 

14.8 

NM 

D-D 

652 

-226 

def 

Multimedia 

NE 

NE 

23.5 

132.4 

6 

7 

13.7 

31.9 

46.3 

628 

83 

13.2 

Turner  Broadcasting 

NE 

29.2 

9.3 

86.4 

22 

4 

17.8 

NM 

23.8 

1,925 

69 

3.6 

Medians 

def 

13.0 

9.2 

69.2 

12 

1 

11.2 

NM 

18.8 

1,594 

76 

6.1 

Movies 

Walt  Disney 

19.1 

13.7 

9.7 

20.7 

18 

9 

13.7 

4.7 

-19.1 

8,529 

671 

7.9 

Handleman 

16.5 

13.0 

10.6 

28.7 

15 

6 

-0.4 

NM 

-8.1 

1,104 

38 

3.4 

Paramount  Commun 

1  A  O 

R  A 
0.4 

0.0 

^U.U 

-3 

2 

O.o 

-lo. 6 

-y.o 

A   Ad  A 

4,4b4 

A  Cl 

4.y 

AMC  Entertainment 

def 

73.2 

12.3 

89.5 

-1 

9 

28.5 

NM 

500.0+ 

519 

13 

2.6 

Time  Warner 

def 

def 

1.7 

69.2 

29 

5 

11.0 

NM 

D-D 

14,146 

-103 

def 

LIVE  Entertainment 

def 

def 

def 

39.2 

NM 

-12.8 

NM 

D-D 

283 

_8 

def 

Medians 

6.5 

9.2 

7.6 

34.0 

c 
o 

q 

8.2 

NM 

-14.2 

2,779 

26 

3.0 

Publishing 

Scholastic 

42.3t 

21.9 

22.0 

30.9 

17 

5 

13.7 

81.2t 

24.0 

565 

31 

5.5 

Pulitzer  Publishing 

38.3 

35.7 

21.7 

36.8 

1 

2 

3.8 

NM 

23.4 

411 

24 

5.9 

Reader's  Digest  Assn 

33.6 

30.1 

28.9 

1.0 

11 

5 

4.0 

13.4 

4.4 

2,826 

253 

9.0 

Dun  &  Bradstreet 

25.2 

26.9 

26.9 

0.0 

6 

2 

-0.8 

2.9 

9.4 

4,679 

579 

12.4 

Gannett 

19.6 

23.4 

14.9 

36.7 

1 

8 

4.6 

NM 

15.9 

3,594 

383 

10.7 

Washington  Post 

17.9 

14.7 

13.7 

4.6 

1 

5 

5.1 

-10.2 

5.0 

1,496 

146 

9.8 

Knight  Ridder 

16.4 

11.8 

9.6 

25.8 

2 

4 

4.9 

NM 

-7.0 

2,417 

140 

5.8 

McGraw-Hill 

15.2 

1.2 

2.3 

24.6 

3 

1 

2.5 

NM 

-92.7 

2,092 

11 

0.5 

RR  Donnelley  &  Sons 

14.5 

9.4 

7.1 

22.9 

11 

0 

4.0 

1.1 

-24.3 

4,287 

173 

4.0 

Banta 

13.4 

15.1 

12.9 

13.8 

13 

0 

9.9 

5.7 

14.6 

679 

39 

5.8 

American  Greetings 

12.9 

12.4 

10.3 

7.6 

7 

4 

5.4 

24.7 

12.9 

1,711 

118 

6.9 

EW  Scripps 

12.3 

17.6 

10.9 

12.6 

2 

0 

-5.5 

10.2 

80.2 

1,218 

129 

10.6 

Dow  Jones 

11.0 

9.0 

8.1 

18.4 

5 

5 

5.4 

-19.5 

42.9 

1,895 

130 

6.9 

AH  Belo 

10.8 

14.8 

8.1 

38.4 

5 

6 

8.1 

9.7 

28.5 

538 

42 

7.9 

Central  Newspapers 

10.5 

10.6 

10.8 

0.8 

1 

1 

6.6 

-4.9 

12.5 

457 

29 

6.3 

Houghton  Mifflin 

10.5 

9.7 

8.2 

13.0 

6 

4 

0.6 

-3.3 

-27.4 

458 

19 

4.0 

McClatchy  Newspapers 

y.o 

Q  ^ 
O.O 

7  n 
/.U 

n  n 
U.U 

6 

1 

o.U 

— O.o 

O.U 

A  A  7 
44/ 

on 
OU 

C  7 

Tribune 

9.5 

13.5 

11.0 

13.4 

-1 

6 

-4.3 

NM 

37.9 

1,992 

173 

8.7 

Commerce  Clearing 

9.4 

def 

def 

4.3 

4 

0 

-13.7 

NM 

D-D 

577 

-6 

def 

Harcourt  General 

8.3* 

17.7 

10.0 

47.1 

16 

6 

12.1 

NM 

D-P 

4,040 

164 

4.1 

Western  Publishing 

8.3 

def 

def 

58.2 

5 

2 

9.6 

-13.6 

P-D 

647 

-20 

def 

Meredith 

7.6 

6.5 

5.5 

27.1 

1 

0 

6.6 

NM 

500.0+ 

774 

19 

2.4 

New  York  Times 

7.6 

2.7 

3.0 

14.9 

0 

7 

5.3 

NM 

-5.6 

1.852 

27 

1.4 

Times  Mirror 

7.5 

5.4 

4.8 

37.7 

3 

7 

1.1 

-29.8 

-11.0 

3,706 

94 

2.5 

Media  General 

0.2 

11.4 

6.5 

47.0 

-5 

1 

2.9 

NM 

19.5 

593 

24 

4.0 

Medians 

11.0 

11.8 

9.6 

18.4 

4 

0 

4.6 

-13.6 

12.5 

1,496 

42 

5.8 

Advertising 

Interpublic  Group 

20.3 

23.8 

19.1 

30.2 

13 

3 

-1.9 

14.3 

12.9 

1,767 

121 

6.9 

Omnicom  Group 

19.6 

24.6 

17.2 

43.9 

11 

6 

7.4 

10.2 

21.4 

1,461 

78 

5.4 

ADVO 

15.3 

3.8 

4.6 

0.0 

8 

9 

15.6 

NM 

-76.4 

911 

5 

0.6 

Grey  Advertising 

11.1 

13.6 

14.5 

20.4 

12 

2 

3.6 

NM 

240.9 

576 

18 

3.0 

WPP  Group 

NA 

def 

0.0 

47.7 

33 

4 

5.7 

NM 

D-D 

1,886 

^6 

def 

Medians 

17.4 

13.6 

14.5 

30.2 

12 

2 

5.7 

NM 

12.9 

1,461 

18 

3.0 

Industry  medians 

11.1 

12.1 

9.5 

27.4 

6 

3 

5.4 

-30.4 

11.0 

1,479 

41 

5.1 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6 

7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Def  icit  to  prof  it.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Financial  services 

While  the  rest  of  the  economy  limps  through  the  recovery, 
banks  and  brokerage  firms  continue  to  enjoy  boom  times. 
But  for  how  long? 


By  Matthew  Schifrin 

By  almost  any  measure,  1993  was  even  better  than  the 
seemingly  unbeatable  year  most  financial  firms  had  in 
1992.  In  the  brokerage  industry,  pretax  profits  climbed 
nearly  50%  from  last  year's  record,  to  $9  billion.  As  the 
stock  market  reached  new  highs,  records  were  broken  in 
virtually  all  areas  of  business,  from  initial  public  offerings 
and  municipal  underwritings  to  commission  revenue, 
mutual  fund  fees  and  trading  volume. 

Business  was  so  good  at  Goldman,  Sachs  &  Co.  that  all 


7,000  of  its  salaried  employees  got  30%  pay  bonuses,  and 
even  the  most  junior  of  its  161  partners  made  a  minimum 
of  $5  million. 

Yet  the  tone  was  somber  at  the  Securities  Industry 
Association's  annual  convention  in  Boca  Raton,  Fla.  in 
December.  Against  the  backdrop  of  the  Prudential  Securi- 
ties limited  partnership  fiasco  that  has  been  hogging  the 
headlines,  keynote  speaker  Joseph  Plumeri,  president  of 
Smith  Barney  Shearson,  opened  the  meeting  with  a  30- 


Financial 

Growth 

Net 

Profit 
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Profitability 

Sales 

income 

margin 

services 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

! 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

late; 

ESI 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  m 

mm 

12  mos 

Company 

% 

/    %  ' 

% 

% 

'% 

% 

% 

% 

$mi 

msm 

% 

Multinational  banks 

Bankers  Trust  NY 

17.2 

24.9 

13.3 

54.0 

3.7 

10.1 

NM 

47.2 

7,319 

924 

12.6 

BankAmerica 

16.6 

13.3 

7.4 

47.1 

7.9 

12.3 

11.5* 

13.5 

15,988 

1,931 

12.1 

JP  Morgan  &  Co 

15.7 

23.5 

14.4 

38.7 

8.5 

10.1 

NM 

18.7 

11,363 

1,629 

14.3 

Republic  New  York 

12.8 

14.7 

6.8 

66.3 

6.9 

-1.9 

44.2 

16.0 

2,318 

288 

12.4 

Continental  Bank 

6.8 

16.3 

11.3 

41.7 

-8.6 

-7.4 

NM 

20.8 

1,741 

251 

14.4 

Chemical  Banking 

5.2 

17.1 

11.2 

43.2 

-3.5 

-5.0 

NM 

500.0+ 

12,176 

1,526 

12.5 

First  Chicago 

5.1 

26.0 

16.9 

33.6 

NM 

9.0 

NM 

D-P 

4,779 

768 

16.1 

Chase  Manhattan 

4.5 

3.5 

5.1 

41.2 

NM 

-1.9 

NM 

-66.8 

11,141 

322 

2.9 

Citicorp 

1.2 

15.4 

9.4 

56.8 

NM 

-0.3 

NM 

500.0+ 

31,953 

1,624 

5.1 

Bank  of  Boston 

def 

9.4 

7.6 

43.0 

NM 

21.6 

NM 

-27.2 

6,391 

229 

3.6 

Medians 

6.0 

15.9 

10.3 

43.1 

-6.0 

4.4 

NM 

19.8 

9,230 

846 

12.5 

Regional  banks 

Norwest 

19.5 

20.0 

10.9 

63.3 

16.7 

10.6 

10.7* 

21.6 

5,054 

617 

12.2 

State  Street  Boston 

19.4 

18.2 

15.1 

25.0 

13.5 

5.5 

13.6 

21.3 

1,476 

176 

11.9 

Northern  Trust 

19.1 

16.6 

11.9 

44.9 

8.0 

1.1 

4.7* 

12.8 

1,247 

163 

13.1 

Firstar 

18.4 

19.1 

17.5 

7.9 

12.4 

-0.4 

2.9* 

22.7 

1,206 

197 

16.3 

Fifth  Third  Bancorp 

18.0 

18.8 

15.6 

20.3 

18.7 

6.3 

13.7 

19.8 

942 

189 

20.1 

Bancorp  Hawaii 

17.7 

14.1 

14.1 

19.5 

15.8 

-2.2 

11.2 

-5.5 

940 

119 

12.7 

Banc  One 

17.4 

17.1 

14.3 

20.2 

21.8 

19.4 

13.7 

17.5 

6,878 

1,027 

14.9 

SunTrust  Banks 

16.7 

16.9 

15.1 

17.7 

4.3 

-3.1 

8.1 

14.8 

3,075 

460 

15.0 

Old  Kent  Financial 

16.0 

17.3 

17.1 

0.2 

7.8 

-3.6 

7.2 

18.6 

806 

127 

15.7 

KeyCorp 

15.9 

19.1 

13.3 

26.4 

15.8 

20.2 

14.3 

21.7 

2,697 

363 

13.5 

SouthTrust 

15.8 

16.3 

13.9 

32.0 

13.9 

11.8 

8.8 

19.0 

1,066 

143 

13.4 

Marshall  &  llsley 

15.8 

16.1 

15.2 

21.2 

7.4 

-1.8 

9.2 

•  12.8 

788 

125 

15.9 

National  City 

15.7 

15.5 

14.3 

15.9 

6.5 

-2.0 

9.4 

14.5 

2,676 

391 

14.6 

US  Bancorp 

15.4 

16.5 

10.6 

38.3 

11.6 

1.2 

13.0 

25.5 

1,962 

257 

13.1 

Wachovia 

15.1 

17.0 

15.5 

16.7 

10.5 

-4.6 

6.8 

68.0 

2,711 

479 

17.7 

First  Empire  State 

14.9 

15.4 

14.3 

9.8 

14.4 

-2.6 

20.7 

1.6 

867 

97 

11.2 

CoreStates  Financial 

14.9 

18.2 

12.0 

38.8 

10.2 

-4.2 

NM 

19.0 

2,048 

312 

15.2 

Huntington  Bcshs 

14.9 

19.5 

15.9 

26.3 

10.3 

14.2 

13.0 

38.8 

1,422 

207 

14.5 

First  Tennessee  Nati 

14.7 

17.0 

14.9 

12.1 

7.8 

0.0 

15.3 

3.1 

823 

102 

12.4 

NBD  Bancorp 

14.6 

16.0 

13.4 

30.4 

10.3 

1.3 

6.1 

42.0 

3,249 

475 

14.6 

D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Profit  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity.    NM:  Not  meaningful.    *Fouryear  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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A.  beauty 
that  got  away 

[f  awards  were  given  out 
for  the  biggest  corporate 
ish  that  got  away,  Bank- 
America  Corp.  would  sure- 
y  win.  In  1983  Bank- 
America  Corp.  invested 
$105  million  for  a  100% 
>take  in  Charles  Schwab  & 
Co.,  Inc.,  the  discount 
brokerage  firm.  But  in 
spring  of  1987  the  bank 
ivas  in  trouble  and  Schwab 
tvas  able  to  buy  back  its 
stake  for  $280  million.  To- 
day Schwab  has  a  stock 
market  capitalization  of 
learly  $2  billion.  For  the 
ast  five  years  Schwab's  re- 
airn  on  equity  has  aver- 
lged  25%  (see  table)  and  its 
earnings  have  grown  at 
lbout  80%  per  year. 
Founder  Charles 
Schwab's  23%  stake  is 
worth  approximately 
$460  million. 

At  a  time  when 
Danks — including  Bank- 
America — are  struggling 
:o  become  a  force  in  mutual 
iinds,  Schwab  is  fast  be- 
:oming  one  of  the  most 
powerful  forces  in  the 
mitual  fund  business.  In  a 
urogram  called  One- 
Source,  Schwab  currently 
:harges  customers  no 
transaction  fees  on  over 
200  different  no-load 
funds,  including  products 
from  companies  like  Ja- 
nus, Dreyfus  and  Neu- 
berger  &  Berman.  One- 
source  has  sold  over  $7  bil- 
lion worth  of  fund  shares 
in  a  relatively  short  period, 
ind  is  now  growing  at  a 
rate  of  $200  million  a  week. 

Mutual  fund  compa- 
nies like  Janus  pay  Schwab  a 
hefty  0.25%  of  their  net 
assets  for  the  service;  ulti- 
mately this  cost  is  passed 
back  to  the  fund  holder,  in 
the  form  of  management 


expenses.  Schwab,  mean- 
while, retains  strict  con- 
trol over  the  individual  ac- 
counts and  so  has  many  of 
the  smaller  fund  companies 
at  its  mercy. 

Needless  to  say,  with 
the  stock  market  hitting 
new  highs,  Schwab's  tra- 
ditional discount  broker- 
age business  is  also  grow- 
ing rapidly.  The  company 
now  has  nearly  200 
branches  and  over  $92  bil- 
lion in  2.5  million  active 
customer  accounts.  In 
1993  Schwab  opened 
over  700,000  new  custom- 
er accounts,  25  offices, 
and  hired  more  than  1,000 
employees.  According  to 
David  Pottruck,  Schwab's 


president,  the  firm  will 
expand  by  at  least  as  much 
in  1994 — new  offices  are 
slated  for  Hong  Kong  and 
Puerto  Rico. 

Schwab  isn't  skimping 
when  it  comes  to  technol- 
ogy, either.  Customers 
can  now  buy  Schwab's 
Windows- based  PC  soft- 
ware called  StreetSmart. 
This  allows  them  to  go  on 
line  and  trade  stocks — as 
well  as  over  700  mutual 
funds — and  to  retrieve 
news  and  research.  In  the 
future,  Schwab  may  partner 
with  one  of  the  popular 
on-line  computer  services 
like  Prodigy. 

What  if  the  stock  mar- 
ket crashes?  Will  Schwab's 


lines  be  tied  up  as  they 
were  in  1987?  No,  insists 
Pottruck.  He  points  to 
the  more  than  $50  million 
Schwab  has  invested  in 
telephone  equipment,  and 
adds  that  Schwab  has 
gone  from  zero  call  service 
centers  to  four,  each  hav- 
ing over  300  operators. 
There's  also  a  new  IBM 
mainframe-equipped  data 
center  in  Phoenix. 

"During  the  worst  de- 
lays of  a  crash,"  promises 
Pottruck,  "customers 
shouldn't  have  to  wait 
more  than  a  few  min- 
utes." But  one  can  only 
hope  that  Pottruck  does 
not  have  to  put  this  system 
to  the  test.         -M.S.  H 


Charles  Schwab  President  David  Pottruck 

Promises  Schwab's  telephone  lines  won't  tie  up  again. 


Forbes  ■  January  3,  1994 


145 


u 

mm 

■  immm 

ES 

minute  speech  chastising  the  attending  executives  for 
being  greedy  and  for  paying  scant  attention  to  customer 
service  and  product  quality. 

The  next  speaker,  Securities  &  Exchange  Commission- 
er J .  Carter  Beese,  put  an  even  bigger  damper  on  the  party. 
"We  need  to  focus  on  die  entire  culture  of  Wall  Street 
today,"  glowered  Beese.  "This  commission  will  nor  toler- 
ate the  presence  of  rogue  brokers  and  gunslinging  branch 
offices.  If  you  don't  eliminate  them,  we  will." 

Watching  on  the  sidelines  are  the  banks  and  thrifts. 


Many  would  rather  generate  fee  income  than  earn 
money  by  lending  money;  besides,  loan  demand  re- 
mains soft.  True,  the  banks  and  thrifts  have  been 
experiencing  record  profitability.  But  that's  mainly  be- 
cause the  yield  curve  is  unusually  steep — the  banks  can 
borrow  from  depositors  at  2.5%  and  lend  to  consumers 
at  12%  or  the  government  at  6%.  Indeed  most  of  the 
banks  and  thrifts  listed  on  Forbes'  yardsticks  are  healthy 
and  well  capitalized.  Many  of  these  survivors  are  profi- 
cient at  cutting  costs  and  making  strategic  acquisitions. 


Financial 
services 


Company 


Profitability 


Return  on  equity 


Net  Profit 
Sales    income  margin 


Return  on 
capital 
latest 
12  mos 

% 


5-year 
average 

% 


Earnings  per  share 


5 -year 
average 

% 


First  of  America  Bank 

13.9 

16.4 

14.6 

14 

5 

18.5 

3 

3 

NM 

16.5 

1,813 

218 

12.0 

BanPonce 

13.9 

13.1 

11.6 

24 

7 

14.5 

-0 

7 

5.0 

11.0 

880 

98 

11.1 

AmSouth  Bancorp 

13.6 

15.7 

15.0 

14 

1 

4.9 

5 

0 

6.1 

26.4 

895 

131 

14.6 

Commerce  Bcshs 

13.6 

12.9 

13.4 

1 

0 

5.2 

1 

4 

11.8 

10.7 

573 

82 

14.3 

First  Union 

13.5 

17.0 

11.6 

38 

3 

11.9 

19 

6 

5.0 

32.9 

5,350 

757 

14.2 

Mellon  Bank 

13.5 

12.4 

10.3 

37 

7 

-1.5 

1 

5 

31.lt 

-26.6 

3,104 

352 

11.3 

Wells  Fargo 

13.3 

13.5 

7.8 

49 

8 

3.6 

-9 

2 

NM 

D-P 

4^879 

480 

9.8 

Integra  Financial 

13.0 

21.5 

18.6 

20 

9 

7.6 

26 

3 

NM 

22.2 

1,059 

151 

14.2 

Union  Bank 

12.7 

8.5 

7,3 

25 

6 

20.6 

-10 

5 

NM 

-4.5 

1,288 

97 

7.5 

PNC  Bank 

12.5 

18.5 

17.3 

45 

8 

7.7 

2 

3 

NM 

35.3 

4',  170 

717 

17.2 

Boatmen  s  Bancshs 

10  0 
i£..£. 

14.  U 

1  o  c 
LZ.O 

ZU 

A 

4 

1  o 

c 
3 

4 

1 3.1 

O.  1 

o  n  i  i 
2,U  1 1 

OCT 

2bo 

IOC 

12.0 

NationsBank 

1  O  1 

1  A  ~l 

14.  / 

IOC 

12. o 

3y 

U 

11.7 

-6 

9 

NM 

77.3 

9,765 

1 ,162 

11.9 

First  Security 

1  1  Q 
11.9 

1  0.4 

T  A  A 

14.4 

O  A 

24 

o 
2 

o  o 

o.S 

-U 

r 
O 

15.8 

25.6 

686 

103 

15.0 

Mercantile  Bancorp 

1  1  Q 

ii. y 

1  A  O 

14.0 

1  O  A 

13.4 

21 

3 

4.2 

9 

5 

NM 

13.0 

879 

108 

12.3 

Meridian  Bancorp 

11.9 

13.6 

11.5 

29 

7 

5.1 

11 

9 

NM 

5.8 

1,217 

139 

11.4 

Michigan  National 

10.5 

1.9 

1.8 

7 

2 

NM 

-6 

3 

-11.0 

-76.9 

957 

12 

1.3 

First  Fidelity  Bncp 

10.4 

16.4 

14.4 

18 

9 

NM 

-3 

1 

44.6 

23.8 

2,443 

382 

15.6 

Signet  Banking 

9.4 

18.7 

14.9 

23 

2 

NM 

-2 

3 

15.6 

500.0+ 

1,109 

156 

14.1 

Society 

9.2 

19.7 

15.2 

32 

7 

NM 

-4 

8 

NM 

224.6 

2,349 

377 

16.0 

Crestar  Financial 

9.2 

13.6 

12.1 

14 

8 

4.0 

-3 

1 

-8.0 

97.1 

1,071 

130 

12.1 

Bank  of  New  York 

8.6 

13.9 

11.2 

30 

5 

12.0 

1 

8 

NM 

30.4 

3,762 

507 

13.5 

Barnett  Banks 

8.5 

11.7 

10.5 

19 

1 

8.7 

-4 

6 

-15.8 

22.4 

3,230 

314 

9.7 

Fleet  Finl  Group 

7.3 

14.1 

10.1 

51 

6 

13.0 

1 

5 

-14.4 

83.7 

4,823 

434 

9.0 

First  Bank  System 

7.2 

6.5 

7.5 

31 

2 

-4.9 

14 

8 

NM 

-42.3 

2,132 

177 

8.3 

UJB  Financial 

5.8 

7.5 

6.9 

18 

1 

7.6 

-6 

7 

-24.9 

43.5 

1,080 

69 

6.3 

BayBanks 

4.5 

12.3 

11.3 

7 

3 

3.3 

-11 

2 

-21.3 

123.5 

827 

79 

9.6 

Premier  Bancorp 

4.2 

27.8 

22.2 

17 

5 

-3.7 

-4 

1 

NM 

114.8 

342 

65 

19.0 

First  Interstate  Bncp 

2.7 

16.7 

10.0 

31 

9 

-4.5 

-8 

7 

NM 

387.2 

3,908 

488 

12.5 

First  American  Corp 

2.4 

17.9 

17.7 

11 

0 

-3.0 

-4 

3 

NM 

111.0 

512 

84 

16.4 

Shawmut  National 

def 

7.7 

6.9 

34 

4 

-3.8 

-9 

0 

NM 

84.7 

1,927 

118 

6.1 

Hibernia 

def 

11.8 

9.9 

0 

0 

NM 

-28 

6 

NM 

D-P 

364 

37 

10.2 

Riggs  National 

def 

def 

def 

57 

5 

NM 

-21 

6 

NM 

P-D 

383 

-121 

def 

Midlantic 

def 

9.6 

8.5 

26 

7 

NM 

-28 

4 

NM 

D-P 

1,075 

84 

7.8 

Comerica 

NA 

16.2 

13.4 

36 

5 

6.3 

-6 

5 

16.8 

52.4 

2,206 

335 

15.2 

Medians 

13.3 

16.1 

13.4 

23 

7 

7.7 

-1 

2 

4.8 

22.3 

1,355 

177 

13.1 

Thrift  institutions 

Golden  West  Fini 

18.7 

16.0 

12.8 

46 

9 

11.6 

-8 

0 

14.4 

-0.9 

1,932 

276 

14.3 

Anchor  Bancorp 

14.7 

28.1 

12.9 

17 

4 

-4.4 

-11 

6 

NM 

-22.3 

556 

57 

10.3 

Standard  Fedl  Bank 

14.0 

17.5 

17.8 

2 

9 

NM 

-7 

4 

7.3 

18.7 

769 

110 

14.3 

TCF  Financial 

12.4 

15.4 

12.9 

10 

8 

-7.2 

11 

0 

NM 

-11.4 

459 

38 

8.4 

Washington  Mutual 

11.7 

17.8 

17.1 

7 

1 

7.6 

37 

6 

15.0 

29.6 

1,066 

154 

14.4 

D-D:Defici!todeficit.  D-P:  Deficittoprofit.  P-D:Profittodeficit.  P-Z:Profittozero.  Z-D:Zerotodeficit.  def:  Deficit, 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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rhus,  a  new  breed  of  well-managed  and  aggressive 
|anks  has  emerged,  including  the  likes  of  Nationsbank, 
BancOne,  Norwest,  First  Fidelity,  KeyCorp  and  Fleet 
Financial. 

Flush  with  capital,  these  banks  are  determined  to  hold 
Dii  to  their  remaining  deposits  at  almost  any  cost.  One 
option  is  to  participate  in  the  $1.9  trillion — and  grow- 
ng — mutual  fund  market,  a  strategy  that  has  catapulted 
state  Street  Bank  &  Trust  Co.  toward  the  top  of  the 
profitability  rankings  (see  story,  p.  66).  Most  banks  are 


way  behind  brokers  in  the  mutual  fund  business,  but 
many  of  the  fund  outfits  like  Boston-based  Putnam 
Group  see  the  bank  distributors  as  one  of  their  fastest 
areas  of  growth.  In  this  context  it  came  as  no  surprise  in 
early  December  when  Pittsburgh's  Mellon  Bank  Corp. 
announced  plans  to  acquire  mutual  fund  powerhouse 
Dreyfus  Corp.  for  $1.85  billion.  Expect  more  such 
mergers  as  the  banks  and  thrifts  grope  for  ways  to  grow 
again — unless,  of  course,  the  stock  market  takes  a 
sudden  tumble.  M 


Financial 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

services 

Return  on 

equity 

Sales 

Earnings  per  share 

Return  on 

capital 

! 

5 -year 

latest 

latest 

Debt/ 

5 -year 

latest 

5-year 

latest 

Sates 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  m 

12  mos 

12  mos 

Company 

-%  t> 

% 

% 

% 

% 

% 

% 

% 

$mi 

Stnil 

% 

HF  Ahmanson 

8.3 

def 

def 

42.3 

7.3 

-17.6 

-8.6 

P-D 

3,165 

-173 

def 

Commercial  Federal 

7.7 

11.8 

12.2 

13.9 

-7.5 

-12.5 

NM 

-49.6 

394 

33 

8.4 

Gt  Western  Financial 

7.2 

def 

3.3 

59.3 

3.6 

-18.1 

-20.4 

P-D 

2,833 

-17 

def 

FirstFed  Michigan 

5.9 

7.3 

7.6 

18.7 

-6.8 

-9.7 

NM 

14.3 

752 

40 

5.4 

Coast  Savings  Finl 

2.6 

11.0 

10.0 

22.3 

-9.0 

-12.0 

NM 

55.2 

586 

38 

6.4 

California  Federal 

def 

def 

def 

6.6 

-12.5 

-18.7 

NM 

D-D 

1,162 

-85 

def 

People's  Bank 

def* 

9.8 

10.2 

0.0 

NM 

-10.6 

NM 

109.1 

490 

31 

6.4 

Dime  Savings  Bank  FSB 

def 

def 

3.5 

1.7 

NM 

-27.3 

NM 

D-D 

628 

9 

1.4 

Glendale  Federal  Bank 

NA 

NA 

NA 

NA 

-14.0 

-27.7 

NA 

NA 

1,058 

NA 

NA 

Medians 

7.7 

11.0 

10.2 

13.9 

-7.4 

-11.8 

NM 

-11.4 

761 

38 

6.4 

DroHerage  ot  commodity 

Charles  Schwab 

25.0 

44.7 

31.5 

32.7 

17.3 

14.4 

80.8* 

66.6 

1,034 

121 

11.7 

Bear  Stearns  Cos 

22.1 

25.2 

15.7 

54.1 

7.2 

12.7 

26.0 

24.1 

3,024 

404 

13.4 

A fl  Friui/arric 
HU  LUWdlUb 

22  1 

22  6 

0.0 

17.9 

18  1 

28.5 

19  0 

1,194 

139 

1 1.6 

Morgan  Stanley 

21.3 

23.1 

14.0 

46.2 

17.9 

20.6 

9.9 

54.4 

8,890 

747 

8.4 

Alex  Brown 

18.3 

25.1 

22.7 

14.3 

10.9 

18.4 

36.9 

26.2 

537 

71 

13.3 

Inter-Regional  Finl 

18.1 

32.4 

30.6 

11.9 

9.9 

17.6 

NM 

40.3 

497 

44 

8.9 

Merrill  Lynch 

14.6 

26.5 

14.1 

61.3 

6.2 

15.5 

NM 

42.9 

15,346 

1,269 

8.3 

Salomon 

12.4 

12.5 

8.1 

60.3 

8.2 

7.5 

33.2 

53.0 

8,177 

531 

6.5 

PaineWebber  Group 

11.3 

20.9 

13.5 

58.1 

6.9 

12.2 

42.5 

-4.8 

3,765 

231 

6.1 

Medians 

18.3 

25.1 

15.7 

46.2 

9.9 

15.5 

28.5 

40.3 

3,024 

231 

8.9 

Lease  &  finance 

Sallie  Mae 

39.2 

45.2 

4.2 

96.0 

11.3 

-9.0 

19.9 

6.5 

2,615 

422 

16.1 

Federal  Natl  Mortgage 

31.9 

28.5 

7.1 

94.2 

7.8 

10.0 

32.5 

21.9 

15,609 

1,938 

12.4 

Federal  Home  Loan  Mtg 

25.4 

23.0 

8.5 

85.7 

14.8 

16.9 

13.6 

15.9 

5,165 

737 

14.3 

Countrywide  Credit 

18.8 

22.3 

14.2 

60.3 

44.8* 

NA 

40.4 

47.3 

952 

166 

17.5 

Primerica 

17.9 

20.5 

13.8 

49.6 

51.6 

'2.8 

48.3 

22.2 

5,871 

872 

14.9 

Beneficial  Corp 

14.3 

14.6 

7.3 

82.7 

8.2 

4.6 

2.7 

1.3 

1,908 

165 

8.7 

Household  Intl 

14.1 

13.8 

8.3 

76.3 

16.7 

2.8 

-11.1 

241.6 

4,386 

266 

6.1 

GATX 

12.6 

11.8 

6.4 

68.9 

15.9 

3.4 

NM 

120.5 

1,062 

69 

6.5 

American  Express 

10.6 

15.1 

9.9 

59.5 

7.1 

-12.3 

-12.0 

99.1 

23,582 

1,161 

4.9 

Ryder  System 

4.5 

def 

1.9 

50.2 

1.8 

-13.9 

-11.5 

P-D 

4,457 

-40 

def 

Rouse 

def 

NE 

5.3 

91.4 

8.6 

9.0 

NM 

Z-D 

640 

-3 

def 

New  Valley 

NE 

NE 

def 

NE 

-12.6 

5.2 

NM 

D-D 

467 

20 

4.3 

Dean  Witter  Discover 

NA 

NA 

28.3 

41.2 

9.1* 

NA 

NA 

NA 

5,634 

552 

9.8 

MBNA 

NA 

29.3 

18.5 

45.4 

20.3 

12.2 

18.2 

18.1 

1,311 

196 

15.0 

Medians 

14.2 

15.1 

7.8 

64.6 

10.2 

4.0 

2.7 

18.1 

3,501 

231 

9.2 

Industry  medians 

12.8 

16.0 

12.6 

30.4 

7.4 

-0.3 

-8.6 

21.6 

1,813 

183 

12.3 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Prof  it  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Food  distributors 

For  a  change,  the  news  for  the  warehouse 

clubs  was  worse  than 

for  the  supermarket  chains. 


By  Toddi  Gutner 


As  they  usually  do,  the  supermarket  chains  fought  valiantly 
last  year  to  defend  their  margins  by  cutting  costs.  Kroger 
and  Pathmark,  for  instance,  transformed  many  labor- 
intensive  departments,  like  deli  and  seafood,  into  higher- 
margin  self-service  units.  Even  so,  the  supermarket  chains' 
median  return  on  investment  in  the  latest  1 2  months  was 
10.4%,  down  considerably  from  an  average  12.9%  over  the 
past  five  years. 

But  there  were  some  bright  spots.  The  supermarkets 
finally  won  the  same  price  terms  from  suppliers  that 
warehouse  clubs,  mass  merchants  and  deep  discount 
drugstores  have  enjoyed  for  years.  That  victory  didn't 
come  in  the  courts;  instead,  suppliers  simply  caved  in  to 
market  forces. 

Warehouse  clubs — the  supermarkets1  biggest  rivals — 
were  hurting  in  1993.  One  villain:  overcapacity.  But 
consolidation  has  begun  in  earnest.  Last  June  Price  Co. 
and  Costco  Wholesale  Corp.  announced  plans  to  merge; 
Kmart  sold  off  most  of  its  Pace  Membership  Warehouse 


division  to  Wal-Mart.  Supermarkets  may  soon  face  a  new 
challenge  from  so-called  "supercenters,"  huge  stores  that 
combine  clothing  and  housewares  items  with  groceries. 
The  idea  isn't  new,  but  now  giants  like  Wal-Mart  and 
Kmart  are  toying  with  the  concept. 

Relatively  speaking,  supermarkets  might  benefit  from  a 
federal  health  care  bill.  That's  because  most  supermarkets 
are  unionized  and  already  offer  good  health  plans;  even 
nonunionized  supermarkets  have  generous  health  plans. 
But  many  mass  merchandisers  offer  few  health  benefits, 
and  will  be  hit  with  big  bills  if  the  White  House's  health 
care  proposals  go  through.  "It  forces  the  alternative 
formats  to  the  same  level  of  benefits  that  the  supermarkets 
have  long  carried  under  union  contracts,"  notes  Gary  M. 
Giblen,  a  PaineWebber  retailing  analyst.  This  could  affect 
the  earnings  of  companies  that  compete,  to  some  degree, 
with  supermarkets  such  as  Phar-Mor  and  Wal-Mart. 

Food  wholesalers  that  supply  the  supermarkets  strug- 
gled through  another  difficult  year.  Though  prices  im- 


Supermarkets 
&  convenience 


Quality  Food  Centers 

34.4 

24.3 

23.9 

0.0 

19.1 

14.1 

39.1 

13.2 

502 

27 

5.4 

Food  Lion 

28.5 

11.1 

9.1 

43.9 

19.3 

7.6 

17.5 

-49.6 

7,482 

104 

1.4 

Albertson's 

24.0 

23.6 

18.1 

34.9 

10.8 

12.6 

17.2 

30.5 

10,909 

318 

2.9 

Winn-Dixie  Stores 

23.2 

24.7 

23.3 

8.0 

3.8 

4.9 

17.2 

8.2 

10,904 

239 

2.2 

Giant  Food 

18.6 

13.2 

10.9 

26.8 

5.0 

-0.2 

NM 

24.6 

3,500 

88 

2.5 

Hannaford  Bros 

18.0 

15.4 

11.5 

35.7 

15.2 

2.3 

12.8 

14.4 

2,079 

54 

2.6 

Riser  Foods 

17.2 

12.4 

8.8 

53.9 

NM 

13.2 

NM 

-24.2 

1,108 

6 

0.6 

Bruno's 

14.9 

10.9 

7.8 

37.4 

7.7 

6.7 

NM 

5.7 

2,872 

43 

1.5 

Smith's  Food  &  Drug 

14.7 

9.4 

6.5 

53.4 

19.2 

8.2 

19.9 

-6.9 

2,767 

49 

1.8 

Vons  Cos 

14.4 

8.3 

6.4 

57.0 

10.9 

-3.9 

NM 

-43.5 

5,264 

42 

0.8 

American  Stores 

14.2 

14.0 

9.1 

52.2 

5.3 

-5.0 

15.8 

47.6 

18,786 

237 

1.3 

Weis  Markets 

13.8 

10.4 

10.2 

0.0 

2.7 

8.0 

NM 

•-8.0 

1,398 

71 

5.1 

Marsh  Supermarkets 

13.4 

8.2 

5.2 

55.7 

6.3 

5.0 

4.7 

-15.1 

1,143 

8 

0.7 

Ruddick 

13.0 

11.6 

9.3 

26.3 

8.5 

10.4 

6.4 

-3.1 

1,733 

30 

1.7 

Casey's  General  Store 

12.9 

13.7 

8.8 

42.8 

11.1 

10.5 

9.4 

15.6 

594 

14 

2.4 

Eagle  Food  Centers 

12.3 

9.5 

7.9 

63.3 

1.5 

-1.0 

37.1 

-17.3 

1,069 

7 

0.6 

Delchamps 

11.2 

11.5 

9.3 

19.4 

3.1 

7.7 

NM 

75.2 

1,046 

15 

1.4 

Schultz  Sav-0  Stores 

9.9 

8.0 

6.6 

28.3 

3.7 

-0.4 

-7.4 

0.0 

482 

3 

0.6 

Ingles  Markets 

7.9 

7.0 

6.4 

48.6 

10.0 

6.8 

-13.0 

41.0 

1,122 

10 

0.9 

Seaway  Food  Town 

5.6 

3.0 

4.9 

58.3 

4.3 

2.2 

-29.5 

-52.9 

567 

1 

0.2 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM.  Not  meaningful.    *Four-year  average,    tjhree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Dave's 
world 


A/endy's  top  team: 
lames  Near, 
Dave  Thomas 
and  Gordon  Teter 
\re  hamburger 
:hains  out  of 
touch  with 
:onsumers? 
Vot  Wendy's. 


Conventional  wisdom 
las  it  that  the  fast-food 
lamburger  market  is  sat- 
jrated  and  out  of  touch 
ivith  today's  health-con- 
;cious  consumers. 

Try  telling  that  to  $3.8 
million  (sales)  Wendy's  In- 
:ernational,  Inc.,  which 
estimates  that  1993  was  its 
ourth  consecutive  year 
vidi  over  20%  earnings 
growth.  Its  five-year  aver- 
ige  earnings-per-share 
growth:  58%,  over  four 
times  McDonald's. 

Wendy's  has  long  had 
;alad  bars  and  grilled  chick- 
;n  sandwiches  on  its 
nenu,  along  with  the  tradi- 
lonal  burgers  and  fries. 
Sut  this  doesn't  mean 
►Vendy's  has  gone  health- 
bod  crazy. 

"You  gotta  be  careful 
vith  consumers,"  says 


lames  Near,  Wendy's 
chief  executive.  "They  say 
one  thing,  but  do  anoth- 
er. Folks  feel  better  eating  a 
bacon  cheeseburger 
when  they're  looking  at  a 
healthy  salad  bar  with 
fresh  vegetables." 

Near,  55,  has  been 
chief  executive  since  1989. 
A  former  Wendy's  fran- 
chise owner,  he  agreed  to 
take  the  job  only  if  Wen- 
dy's folksy  founder,  R.  Da- 
vid Thomas,  agreed  to  re- 
turn to  active  management 
to  beef  up  employee  mo- 
rale and  Wendy's  image — 
both  of  which  had  suf- 
fered after  Thomas  turned 
daily  operations  over  to  a 
professional  management 
team  in  1982.  "It  was  a 
mistake,"  concedes  Thom- 
as, now  61 .  "We  lost  our 
focus." 


While  Thomas  rallied 
the  customers  with  home- 
spun TV  commercials  and 
bucked  up  the  troops  with 
personal  visits,  Near  re- 
placed four  top  managers 
and  instituted  a  stock 
ownership  program  for  all 
full-time  management 
and  administrative  employ- 
ees who  had  been  at  the 
company  over  a  year.  Over 
a  six-year  period,  man- 
agement turnover  fell  from 
over  55%  to  under  20%. 
New  computer  systems 
helped  control  food  and 
payroll  costs. 

Wendy's  is  still  grow- 
ing. In  1993  about  330 
units  were  opened,  bring- 
ing the  total  number  of  res- 
taurants to  4,200  and 
adding  15,000  jobs.  About 
two-thirds  of  the  chain's 
stores  are  franchise  outlets. 


the  balance  company- 
owned.  Near's  goal  is  to 
reach  5,000  units  by 
1995;  he  is  counting  heavi- 
ly on  expansion  in  Latin 
America,  the  Far  East  and 
Canada  to  meet  this 
number. 

Under  Near,  Thomas 
and  Gordon  Teter,  50, 
president  and  chief  oper- 
ating officer,  Wendy's  has 
been  a  Wall  Street  favor- 
ite. Caroline  Levy,  a  Leh- 
man Brothers  food  and 
restaurant  analyst,  figures 
Wendy's  will  report  1993 
earnings  of  $78  million,  or 
76  cents  per  share,  up 
20%  over  last  year. 

Looking  ahead,  Near 
says:  "Other  chains  come 
and  go,  but  we  are  just 
going  to  keep  running  our 
restaurants  well." 
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FOOD  DISTRIBUTORS 


proved  slightly  in  meat  and  fresh  produce,  that  didn't 
offset  wholesale  and  retail  price  drops  in  other  categories 
like  cigarettes,  diapers  and  detergents;  these  prices  fell  as 
much  as  40%,  crimping  margins  at  wholesalers  like  Super 
valu,  Super  Food  Services  and  Nash  Finch. 

Wholesalers  have  another  problem.  About  35%  of  their 
profits  have  traditionally  come  from  forward  buying — 
taking  advantage  of  a  manufacturer's  promotional  price 
and  purchasing  a  future  supply  of  goods.  The  wholesalers 
put  these  items  in  inventory  and  then  sell  them  to 
supermarkets  for  higher  prices  after  the  promotion  is  over. 


But  manufacturers  are  now  eliminating  special  promo- 
tions. That's  reducing  wholesalers'  margins. 

In  the  restaurant  business,  mid-priced,  family  chains  like 
Brinker  International  and  Cracker  Barrel  Old  Country 
Store,  Inc.  racked  up  healthy  sales  growth  over  the  last  1 2 
months.  And  several  fast-food  chains,  including  Wendy's 
International,  Grand  Metropolitan's  Burger  King  and 
McDonald's,  successfuly  appealed  to  value-seeking  con- 
sumers with  bargain-priced  complete  meals — a  burger, 
fries  and  a  soft  drink.  For  these  firms,  the  higher  volumes 
more  than  made  up  for  the  discounting.  wm 


Food 

distributors 


Company 


Profitability 


Return  on  equity 


Net  Profit 
Sales    income  margin 


5 -year 
average 

% 


Return  on 
capital 
latest 
12  mos 

% 


Earnings  per  share 


5 -year 
average 

% 


5-year 
average 
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Great  A&P  Tea 

4.7 

def 

1.0 

36.2 

2.7 

-6.0 

NM 

D-D 

10,430 

-17 

def 

Dairy  Mart 

4.4 

def 

1.9 

61.7 

2.0 

4.6 

NM 

P-D 

570 

-3 

def 

Village  Super  Market 

3.9 

2.8 

3.1 

40.3 

2.7 

-0.2 

-32.9 

188.2 

714 

1 

0.2 

Foodarama  Supermkts 

2.3 

def 

1.0 

62.1 

9.0 

-3.2 

-28.4 

P-D 

679 

-4 

def 

Stop  &  Shop  Cos 

def* 

36.2 

12.7 

82.3 

-2.8 

-18.0 

NM 

D-P 

3,460 

58 

1.7 

Penn  Traffic 

def 

27.6 

7.6 

90.0 

33.1 

7.9 

NM 

D-P 

2,945 

6 

0.2 

Kroger 

NE 

NE 

22.8 

236.1 

4.5 

5.1 

NM 

89.0 

22,683 

153 

0.7 

Safeway 

NE 

33.7 

8.7 

84.2 

MM 

2.7 

NM 

167.7 

15,363 

99 

0.6 

Buttrey  Food  &  Drug 

NA 

4.3 

4.4 

39.8 

NA 

-5.1 

NA 

7.9 

451 

3 

0.8 

Carr-Gottstein  Foods 

NA 

5.2 

8.1 

56.1 

8.8* 

NA 

NA 

NA 

566 

3 

0.5 

Natl  Convenience 

NA 

NA 

NA 

66.2 

-1.6 

-5.1 

NA 

NA 

879 

9 

1.1 

Southland 

NA 

NE 

7.1 

217.9 

-4.3* 

-5.9 

NM 

D-D 

5,935 

-4 

def 

Medians 

1  O  Q 

in  a 

Q  1 

o.  1 

D.U 

— £9>D 

c  o 
D.o 

1  ,  ODD 

U.  o 

Food  wholesalers 

Richfood  Holding 

22.2* 

23.0 

18.2 

38.5 

NM 

5.7 

100.lt 

15.0 

1,139 

17 

1.5 

Sysco 

19.3 

18.5 

13.1 

27.7 

15.3 

13.0 

18.3 

16.4 

10,316 

205 

2.0 

Supervalu 

18.5 

15.4 

9.1 

51.1 

7.6 

41.8 

10.5 

-14.7 

15,394 

174 

1.1 

Nash  Finch 

11.1 

9.0 

8.0 

32.2 

5.0 

11.9 

NM 

-8.6 

2,720 

17 

0.6 

Fleming  Cos 

10.9 

10.8 

7.8 

45.9 

7.8 

1.3 

6.6 

73.1 

13,061 

115 

0.9 

Super  Food  Services 

6.6 

7.6 

7.3 

32.1 

-4.7 

-25.9 

-10.1 

D-P 

1,166 

9 

0.8 

Rykoff-Sexton 

1.4 

def 

def 

46.8 

5.4 

-2.6 

NM 

P-D 

1,483 

-18 

def 

Medians 

11.1 

10.8 

8.0 

38.5 

5.4 

5.7 

6.6 

15.0 

2,720 

17 

0.9 

Restaurant  chains 

PepsiCo 

24.7 

25.5 

11.7 

49.8 

14.1 

11.6 

15.3 

3.6 

23,841 

1,397 

5.9 

McDonald's 

20.1 

17.9 

12.6 

32.5 

7.7 

3.8 

12.1 

10.2 

7,305 

1,046 

14.3 

Cracker  Barrel 

19.2 

19.3 

17.6 

9.4 

32.8 

29.2 

34.7 

28.6 

518 

46 

8.8 

Brinker  Intl 

17.7 

16.6 

17.0 

1.1 

23.9 

27.1 

29.1 

34.1 

694 

52 

7.6 

Morrison  Restaurants 

17.0 

17.9 

15.7 

5.2 

9.3 

8.3 

6.9 

14.2 

1,132 

39 

3.5 

Bob  Evans  Farms 

15.6 

15.2 

14.9 

0.0 

10.4 

15.0 

9.2 

8.2 

672 

44 

6.6 

Wendy's  Intl 

10.4 

14.0 

11.5 

28.3 

2.0 

8.1 

57.9 

25.0 

1,282 

76 

6.0 

Carl  Karcher 

9.7 

def 

0.3 

45.1 

6.3 

-7.2 

NM 

P-D 

474 

-6 

def 

Vicorp  Restaurants 

9.6 

11.9 

11.3 

21.7 

7.9 

1.0 

10.3t 

126.8 

422 

17 

4.0 

Sizzler  Intl 

5.8 

1.2 

1.2 

4.6 

8.8 

-7.4 

NM 

-40.0 

500 

4 

0.7 

Flagstar  Cos 

deft 

def 

5.2 

87.0 

6.2 

5.3 

NA 

•  D-D 

3,881 

-62 

def 

Shoney's 

NE 

NE 

2.9 

197.8 

8.9 

5.7 

NM 

P-D 

1,102 

-21 

def 

Foodmaker 

NA 

def 

def 

74.6 

7.6 

1.8 

NA 

P-D 

1,241 

-44 

def 

Medians 

13.0 

14.0 

11.5 

28.3 

8.8 

5.7 

10.3 

8.2 

1,102 

39 

4.0 

Industry  medians 

12.9 

10.9 

8.7 

43.4 

7.6 

5.0 

-7.4 

8.0 

1,262 

17 

1.0 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.   Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Daia  Base  Service  via  OneSource  Information  Services. 
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52,000 callers 
are  learning 
how  to  wield 
the  Options  Tool! 

(We  don't  mean  to  pry 

but  when  are  you  going  to  call?) 

52,000  calls  have  come  in  for  the  Free  videotape, 
options  guide  and  options  disclosure  document. 
These  materials  are  showing  investors  and  even 
financial  professionals  how  they  can  hammer  down 
investment  security  or  pry  up  new  profits. 
How  about  you?  Do  you  know  how  to  best  utilize 
the  Options  Tool?  Investors  and  financial 
professionals  nationwide  are  putting  stock  options 
to  work  for  them  every  investment  day. 
Many  have  looked  at  the  materials  and  used 
options  for  the  first  time.  And  among  those 
who  were  already  using  options,  a  number 
are  now  using  them  even  more. 
Although  options  involve  risk  and  are 
not  suitable  for  everyone,  you  can  have 
the  same  kind  of  investment  options 
thousands  have  already  discovered . 
Just  call  now! 


Call  now  for  your 
Free  videotape 
The  Options  Tool- 
Understanding  Stock  Options 
options  guide  and  options 
disclosure  document. 

1-800 -952 -TOOL 

The 

Options  Industry 
Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  York  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 


Food,  drink  and  tobacco 

The  branded  goods  makers  relearned 
an  important  lesson  last  year: 
Price  is  as  important  as  image. 


By  Riva  Atlas 


Over  the  years  Philip  Morris  has  spent  untold  billions  to 
create  the  kind  of  image  for  us  Marlboro  cigarettes  that 
won lil  make  c<  »nsumers  pay  a  premium  for  the  brand.  But 
in  recent  years  smokers  have  signaled  that  price  is  as 
important  as  image:  The  market  share  held  by  discount 
brands  jumped  from  11%  in  1988  to  over  40%  in  the 
second  quarter  of  1993,  says  John  Maxwell,  analyst  at 
Wheal ,  First  Secui  ities,  [nc, 

So  lasi  April  Philip  Morns  began  to  cul  prices  on  its 
Marlboros  and  other  premium  brand  cigarettes  by  40%. 
rjr  Nabisco  promptly  (and  painfully)  followed  suit.  The 


strategy  worked.  By  the  third  quarter  the  market  share  of 
discount  cigarettes  hat!  fallen  by  almost  eight  percentage 
points,  to  33.5%,  according  to  Maxwell.  But  Philip  Morris 
and  rjr  Nabisco's  acknowledgment  that  premium  brands 
are  vulnerable  spooked  investors:  Philip  Morris'  market 
capitalization  dropped  $13  billion,  RJR  Nabisco's  $1.7 
billion  on  the  day  of  the  Philip  Morris  announcement. 
Some  of  l  he  drop  has  since  been  recouped  as  the  compa- 
nies announced  plans  to  raise  prices  again.  Another  unset 
I  ling  concern:  President  Clinton's  proposal  to  tax  ciga- 
rettes by  75  cents  a  pack,  to  help  finance  health  care. 


Food,  drink 
&  tobacco 


Company 


Food  processors 


Profitability 


Return  on  equity 


Return  on 
capital 
latest 
12  mos 

% 


Net  Profit 
Sales    income  margin 


General  Mills 

42.8 

35.3 

19.8 

41.9 

10.0 

4.1 

10.4 

2.3 

8,205 

512 

6.2 

Wm  Wrigley  Jr 

32.8 

34.2 

33.2 

0.0 

10.1 

9.7 

16.7 

17.1 

1,381 

170 

12.3 

Thorn  Apple  Valley 

32.7 

15.7 

14.1 

8.0 

5.4 

2.3 

NM 

-40.8 

740 

13 

1.7 

Kelloi'.c 

31.8 

34.4 

27.3 

15.8 

10.2 

-1.0 

11.6 

0.4 

6,150 

659 

10.7 

Gerber  Products 

29.2 

33.4 

27.3 

22.2 

6.0 

-8.0 

37.8 

6.9 

1,203 

128 

10.6 

HJ  Heinz 

25.4 

22.2 

17.7 

41.0 

5.8 

7.2 

8.6 

4.0 

7,122 

538 

7.6 

McCormick  &  Co 

24.8 

21.5 

15.6 

39.2 

6.4 

6.8 

27.6 

6.8 

1,548 

96 

6.2 

Quaker  Oats 

24.6 

34.0 

21.6 

30.9 

4.9 

1.0 

12.2 

25.9 

5,771 

318 

5.5 

CPC  International 

23.9 

21.9 

16.7 

25.9 

7.2 

6.7 

4.6 

-5.0 

6,781 

400 

5.9 

Smithfield  Foods 

22.0 

0.2 

2.1 

44.3 

6.6 

17.0 

-14.5 

-98.4 

1,213 

1 

0.1 

Sara  Lee 

21.1 

18.7 

13.2 

16.2 

6.2 

7.8 

16.1 

12.2 

14,793 

717 

4.9 

Lancaster  Colony 

20.9 

26.7 

22.7 

14.6 

5.9 

13.1 

18.4 

37.6 

651 

49 

7.5 

Tyson  Foods 

20.6 

17.1 

10.3 

32.6 

18.6 

12.9 

14.1 

5.2 

4,707 

180 

3.8 

Savannah  Foods 

19.7 

6.8 

5.6 

34.6 

6.5 

-0.4 

16.8 

-45.6 

1,123 

15 

1.3 

Dreyer's  Grand 

19.5 

16.1 

10.5 

52.5 

21.4 

16.2 

30.9 

24.0 

458 

17 

3.8 

Universal  Foods 

19.0 

18.4 

13.4 

34.1 

3.6 

0.9 

10.0 

36.9 

892 

57 

6.4 

ConAgra 

18.7 

16.2 

11.5 

46.9 

19.4 

1.3 

12.5 

5.6 

21,691 

389 

1.8 

Hershey  Foods 

18.4 

19.0 

16.0 

9.6 

7.1 

9.9 

8.3 

21.8 

3,421 

287 

8.4 

Lance 

18.3 

12.7 

11.5 

0.0 

3.8 

1.7 

NM 

-20.3 

466 

32 

6.9 

JM  Smucker 

17.8 

16.3 

15.7 

0.4 

9.4 

-0.8 

9.3 

7.2 

485 

37 

7.6 

Pioneer  Hi-Bred  Intl 

17.7 

17.3 

14.8 

7.1 

10.3 

6.5 

19.3 

-8.9 

1,343 

137 

10.2 

Dean  Foods 

17.6 

14.1 

11.2 

23.8 

8.7 

-0.5 

7.7 

.  7.3 

2,291 

64 

2.8 

Hormel  Foods 

16.5 

15.9 

15.4 

1.1 

5.1 

5.3 

14.8 

13.7 

2,878 

102 

3.6 

Campbell  Soup 

16.5 

12.6 

9.6 

19.0 

5.3 

5.2 

NM 

-47.7 

6,586 

257 

3.9 

Unilever  NV 

15.8 

16.1 

12.7 

14.1 

7.0 

0.2 

6.5 

5.6 

40,129 

1,901 

4.7 

Flowers  Industries 

15.0 

14.8 

11.5 

10.3 

4.9 

7.9 

NM 

3.0 

969 

37 

3.9 

Archer  Daniels 

13.2 

10.4 

8.3 

30.1 

7.0 

7.8 

7.7 

-2.1 

10,041 

478 

4.8 

Seaboard 

12.8 

10.1 

8.3 

23.6 

23.9 

13.1 

29.7 

1.4 

1,138 

27 

2.4 

Michael  Foods 

12.4 

3.0 

3.6 

34.7 

25.7 

453.2 

-13.7 

-15.6 

2,462 

5 

0.2 

WLR  Foods 

12.1 

11.8 

9.2 

26.6 

8.7 

23.2 

13.7 

86.1 

655 

14 

2.2 

D-D:  Deficit  to  def i<  lefleit to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit, 

equity,    MA-  Not  meaningful,    "Four-year  average.    tThree-year  average.   For  further  explanation,  see  page  105. 

Sources:  F orbes;  Value  Line  D.ita  Base  Service  via  OneSource  Information  Services. 


NA:  Not  available.    NE:  Negative 


152 


Forbes  ■  fanuary  3,  1994 


The  big  beverage  companies  have  their  own  problems. 
The  market  share  of  colas  as  of  October  1993  was  58.8%, 
down  from  61.3%  in  1989,  according  to  Beverage  Digest. 
That's  because  consumers  are  increasingly  turning  to 
other  kinds  of  drinks  like  noncarbonated  water,  iced  tea 
and  juices.  Like  tobacco  companies,  in  November  Pepsi- 
Cola  Canada  said  it  would  cut  its  cola  prices;  analysts  say 
Coke  could  do  the  same.  Moreover,  both  have  invested  in 


joint  ventures  to  market  their  own  iced  teas. 

Packaged  food  companies  have  some  good  news  to 
report:  a  slowdown  in  the  growth  of  private  label  goods. 
The  tonnage  of  such  products  grew  just  0.7%  in  the  first 
nine  months,  according  to  John  McMillin,  an  analyst  at 
Prudential  Securities.  That  contrasts  against  a  1 .5%  gain  in 
1992.  But  here,  too,  aggressive  pricing  was  crucial.  For 
example,  cold  cereal  makers  raised  prices  three  times  in 


Bruce  Atwater, 
chairman  of 
General  Mills 
Expecting 
profits  to  grow 
an  average  14% 
a  year  through 
the  year  2000. 


Long-term  vision 

General  Mills,  Inc.  hired 
10,000  employees  in  1993, 
at  a  time  when  growth  is 
slowing  in  its  core  business, 
branded  foods.  The  ex- 
planation: Over  the  last  few 
decades  General  Mills  has 
slowly  built  its  casual  dining 
operations,  which  began 
in  1970  with  its  acquisition 
of  the  Red  Lobster  sea- 
food chain,  into  a  sizable 
business. 

After  trying  several  for- 
mats that  didn't  work — 
Mexican,  health  food  and 
steak  houses — General 
Mills  as  of  November 
1993  had  1,095  North 
American  restaurants,  in- 
cluding 657  Red  Lobsters 
and  429  Olive  Gardens, 
an  Italian  chain  introduced 
in  1983. 

Two  years  ago  the 
company  launched  China 
Coast,  a  Chinese  food 
chain  with  nine  units  in  Or- 
lando, Indianapolis  and 
Dallas-Fort  Worth. 

Restaurant  profits  were 
up  10%  in  the  quarter  end- 
ed August,  and  General 
Mills  plans  to  add  more 
than  100  new  units  a  year, 
says  Bruce  Atwater,  Gener- 
al Mills'  chairman. 

The  company's  pack- 
aged foods  still  account  for 
two-thirds  of  its  $8  bil- 
lion in  sales  and  80%  of  its 
$  1  billion  operating  prof- 
its, excluding  one-time 
writeoffs.  But  here, 
Atwater  has  kept  staff  size 
fairly  constant  in  re- 
sponse to  lower  growth 


prospects. 

Atwater  seems  to  be  fo- 
cusing on  increasing  vol- 
ume through  a  discount- 
ing strategy.  In  August,  for 
example,  General  Mills 
declined  to  meet  archrival 
Kellogg's  2.1%  price  in- 
crease. And  last  month  it 
cut  prices  11%  to  16%  on 
three  of  its  brands.  Kel- 
logg's sales  have  out- 
paced General  Mills'  over 
the  last  few  months,  but 
Atwater  argues  that  in  the 
past  General  Mills  has 
spent  as  much  money  on 
coupons  and  other  dis- 
counts as  it  made  from  such 
price  increases.  General 
Mills  has  earned  the  highest 


return  on  equity  of  any 
firm  in  its  industry  over  the 
last  five  years — 42.8%, 
versus  an  industry  median 
of  17%. 

Don't  think  Atwater  is 
de-emphasizing  cereal.  In 
1993  he  introduced  four 
new  cereals,  including  Fin- 
gos,  a  cereal  eaten  by 
hand,  and  Ripple  Crisp, 
which  stays  crisp  in  milk. 

General  Mills  was 
slower  than  its  rivals  to  ex- 
pand overseas,  but  it  now 
has  two  foreign  ventures: 
Cereal  Partners  World- 
wide, a  joint  venture  with 
Nestle  S.A.  set  up  in 
1989,  and  Snack  Ventures 
Europe,  established  with 


Pepsi  Foods  International 
in  1992. 

Startup  costs  have  pe- 
nalized earnings  over  the 
last  three  years,  but  ana- 
lyst John  McMillin  of  Pru- 
dential Securities  looks 
for  the  foreign  operations 
to  break  even  by  1996. 

General  Mills'  earnings 
were  up  just  7%  in  the  Au- 
gust quarter,  compared 
with  midteens  growth  in 
each  of  the  last  seven  years. 

But  Atwater,  62,  says 
he  expects  General  Mills' 
profits  to  grow  an  average 
of  1 4%  a  year  through  the 
year  2000.  "We  set  our 
goals  for  the  long  term,"  he 
says.  -RA.  m 
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one  threw  out  their  cards  that  didn't  match  this  year,  just 
like  a  game  of  old  maid,"  notes  Prudential's  McMillin. 
Kraft  sold  its  ice  cream  business  to  Unilever  and  its  Birds 
Eye  vegetables  to  Dean  Foods;  Heinz  sold  its  Italian 
confectionery  business  to  Hershey  Foods  and  its  rice  cake 
business  to  Quaker  Foods.  WB 


Food,  drink 
&  tobacco 

Company 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

5-year  latest 
average  '    12  mos 

%           %  j 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

%  % 

Sales 

5-year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5 -year  latest 
average     12  mos 

%  % 

late; 
12  m 
$mi 

late: 
12  m 
$mi 

latest 
12  mos 

% 

Intl  Multifoods 

UUIC 

Valhi 
IBP 

Hudson  Foods 

11.8  1.6 
11.7  7.4 
11.4  def 
8.2  13.7 
8.0  10.5 

1.9  36.5 
5.0  46.0 
def  60.5 
9.5  46.3 
6.4  27.9 

5.9  -2.9 
11.7  2.7 
3.1  -2.7 
7.0  6.9 
10.6  13.8 

7.8  -86.7 
-5.4  -36.2 
NM  D-D 
NM  28.3 
NM  500.0+ 

2,211 
3,400 
111 
11,622 
921 

5 
75 
-87 
74 
16 

0.2 
2.2 
def 
0.6 
1.7 

Imperial  Holly 

Pi'crrim'c  Pnrlp 
■  ligillll  5  rriuc 

Borden 

American  Maize 
Pet 

7.6  def 
6.8  20.0 
5.8  8.3 
5.8  def 
2.1t  def 

def  47.2 
11.9  48.6 

7.0  49.5 

1.1  38.6 
def  60.0 

16.2  1.9 
10.6  8.6 
1.3  -6.0 
0.7  -4.0 
NM  -10.3 

NM  D-D 
NM  D-P 
NM  D-P 
NM  P-D 
NM  P-D 

658 
888 

6,733 
527 

1,533 

-6 
22 
89 
-4 
-73 

def 
2.5 
1.3 
def 
def 

Chiquita  Brands  Intl 
Curtice  Burns  Foods 
ERLY  Industries 
Interstate  Bakeries 
Doskocil  Cos 
Ralston-Continental 
Ralston-Purina 

2.0  def 
def  def 
def  NE 
NE  14.3 
NA  def 
NA  9.9 
NA  27.6 

def  67.5 
def  73.8 
def  88.9 
9.2  43.2 
def  71.1 
10.8  55.7 
13.6  52.6 

NM  -20.6 
4.4  -2.6 
4.9  -18.2 

5.3  0.5 
27.1  -9.4 

1.9  -0.8 

7.4  2.9 

NM  D-D 
NM  P-D 
NM  D-D 
NM  -13.5 
NA  NA 
NA  -37.4 
NA  -0.4 

2,587 
873 
288 

1,162 
689 

1,997 

5,915 

-184 
-24 
-16 

29 
-28 

31 
284 

def 
def 
def 
2.5 
def 
1.6 
4.8 

Medians 

17.0  14.3 

10.8  34.6 

6.6  2.7 

7.7  1.8 

1,533 

49 

2.8 

Beverages 

Coca-Cola 
PepsiCo 
Brown-Forman 
Anheuser-Busch  Cos 
Whitman 

44.2  54.4 
24.7  25.5 

22.3  19.6 
22.2  11.7 
11.5t  21.7 

42.6  24.5 

11.7  49.8 
15.6  15.1 

7.9  30.2 

11.8  51.7 

11.4  8.8 
14.1  11.6 
6.4  5.1 
6.8  0.4 
7.6  2.4 

17.7  15.7 
15.3  3.6 
10.3  -2.2 
10.9  -38.3 
NM  83.0 

13  828 
23^841 

1,407 
11.379 

2,479 

2  115 
U97 
150 
590 
104 

15.3 
5.9 

10.7 
5.2 
4.2 

Seagram 

Coca-Cola  Enterprises 
Coca-Cola  Bottling 
Dr  Pepper/Seven-Up 
Adolph  Coors 

11.4        1 1.3 
0.1  def 
def  50.2 
NE  NE 
NA  4.3 

9.5  37.1 
2.2  57.2 

4.8  78.1 
32.8  172.8 

3.9  18.2 

12.4  -0.2 
6.9  13.1 

12.9  14.2 
5.5  7.6 
6.5  2.7 

NM  -13.5 
NM  D-D 
NM  D-P 
NM  D-P 
NM  73.3 

5,232 
5,422 
694 
695 
1,584 

561 
-49 
14 
70 
30 

10.7 
def 
2.0 

10.0 
1.9 

Medians 

11.5  15.7 

10.6  43.4 

7.3  6.4 

NM  9.7 

3,856 

127 

5.5 

Tobacco 

UST  Inc 

Philip  Morris  Cos 
Dibrell  Brothers 
Monk-Austin 
Universal 

51.4  67.8 

36.7  35.7 

27.8  24.8 
27.3*  20.4 
26.3t  20.9 

64.3  0.0 
19.0  56.2 
12.9  52.5 
16.6  23.2 
14.0  38.3 

12.6  9.1 
18.5  3.5 
15.0  -12.1 
29.2  -7.8 
8.6  -6.7 

19.8  23.4 
23.2  1.8 

26.9  2.8 
70.7  -9.3 
11.4  -2.9 

1,068 
50,954 
983 
603 

2,911 

362 
4,438 
34 
28 
75 

33.9 
8.7 
3.5 
4.6 
2.6 

American  Brands 
Loews 

Std  Commercial 
Culbro 
RjR  Nabisco 
Brooke  Group 

21.6  16.9 
13.1  def 
10.9  def 
1.8  def 
1.6t  7.3 
NE  NE 

12.4  33.4 
def  17.5 
def  43.8 
3.0  56.6 
5.7  47.4 
def  NE 

7.5  -4.5 
7.3  -2.4 
9.9  -9.4 
5.5  18.4 
6.0  -3.1 
18.0  -30.8 

11.8  -15.3 
NM  P-D 
NM  P-D 
-30.1        ■  P-D 
NA  -31.7 
NM  D-D 

8,379 
12,809 
1,110 
1,225 
15,140 
474 

717 
-165 
-11 
0 
597 
-51 

8.6 
def 
def 
0.0 
3.9 
def 

Medians 

21.6  16.9 

12.4  38.3 

9.9  -4.5 

11.6  -15.3 

1,225 

34 

3.5 

Industry  medians 

17.0  14.5 

11.0  35.6 

7.0  2.5 

7.7  0.4 

1,566 

61 

3.7 

Ali-industry  medians 

11.5  11.7 

8.4  33.1 

6.7  5.1 

-19.8  8.6 

1,311 

47 

3.9 

D-D:  Deficit  lo  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 

1993,  but  the  money  made  from  such  increases  was  often 
given  back  through  coupons  and  other  discounts.  Finally, 
General  Mills  said  enough;  it  declined  to  meet  Kellogg's 
2.1%  increase  in  August  (see  box). 

With  earnings  growth  slowing  and  consumers  unwilling 
to  pay  higher  prices,  foodmakers  cleaned  house.  "Every- 
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"I  Wanted  An  Asset  Management 
Account  That  Keeps  Getting 
Better  -  Not  More  Expensive." 

That's  Why  I  Switched  to  the  No-Fee 
Fidelity  Ultra  Service  Account 


Compare  the  Fidelity  Ultra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 


Annual 
Fee 

Consoli- 
dated 
State- 
ment 

Visa 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Brokers 
Available 
Week- 
ends & 
Evenings 

Minimum 
Invest- 
ment 

FIDELITY 

ULTRA 

SERVICE 

$0 

Yes 

Yes 

Yes1 

Yes 

$10,000 

MERRILL 

CMA® 

$100 

Yes 

Yes2 

No 

No 

$20,000 

SMITH 

BARNEY  FMA 

$100 

Yes 

Wo3 

No 

No 

$10,000 

PRUDENTIAL 

COMMAND 

ACCOUNT 

$100 

Yes 

Yes 

No 

No 

$10,000 

DEAN 

WITTER 

AAA 

$80 

Yes 

No 

No 

No 

$10,000 

Why  Pay  More  Than  You  Need  To? 

Many  M-cost  brokers  are  adding  a  variety  of  new 
account  fees  on  top  of  their  high  commissions.  So 
why  would  you  pay  an  extra  $  100  a  year  for  an  asset 
management  account? 

Now,  you  don't  have  to.  With  the  no-fee  Ultra  Ser- 
vice Account  from  Fidelity  Investments,  you  get  all 
the  tools  you  need  for  effective  financial  manage- 
ment -  a  wide  range  of  investment  choices,  an  easy- 
to-follow  consolidated  statement,  checkwriting  and 
much  more  -  all  without  an  annual  fee. 

Save  10%  More  With  FOX. 

Now,  you  can  combine  Fidelity's  Ultra  Service 
Account  with  the  power  of  Fidelity  On-line  XpressSM 
(FOX)"  to  go  where  no  financial  software  ever  has 
before:  right  to  the  floor  of  the  exchanges  via 
Fidelity's  computer  system.  FOX  also  gives  you  com- 
prehensive personal  portfolio  management  with  no 
monthly  fees  or  on-line  charges,  plus  an  addi- 
tional 10%  savings  on  stock  and  option  trades 
through  Fidelity  Brokerage.  Call  for  a  free  Ultra 
Service  and  FOX  fact  kit  today. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-6262 


Investments® 

Discount  Brokerage 

'Commissions  are  discounted  up  to  76%  compared  to  those  of  full  cost  brokers.  Based  on  October  1993  commission  survey  Minimum  commission  $38.  -Additional 
charge  for  gold  credit  card.  'American  Express  gold  card  available.  'FOX  orders  for  your  account(s)  are  subject  to  trading  and  account  requirements.  Telephone  charges 
may  apply.  FOX  hardware  requirements  include  an  IBM  or  compatible  system  with  hard  disk  drive,  free  space  of  at  least  3  Mb,  Hayes®  or  compatible  modem,  640k 
internal  memory.  Color  graphics  and  mouse  optional.  Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  02110. 
Member  NYSE,  SIPC. 


Forest  products  &  packaging 

Memo  from  the  timber  companies  . 


to  the  environmentalists  and 
President  Clinton:  Thank  you. 


By  Robert  La  Franco 

Bowing  to  pressure  from  environmentalists,  the  Clinton 
Administration  agreed  in  July  to  reduce  the  allowable  cut 
( >f  federal  timber  in  the  Northwest  to  1 .2  billion  board  feet 
per  year,  down  from  die  current  3  billion.  After  the 
reduction  goes  into  effect  in  1994,  the  ultimate  result  will 
be  tighter  timber  supplies  and  higher  lumber  prices.  Prices 
for  framing  lumber,  for  instance,  have  jumped  to  a  recent 
$472  per  thousand  board  feet,  from  only  $31 1  a  year  ago. 
Other  lumber  products  have  recorded  similar  increases. 


The  forest  products  industry's  median  return  on  equity 
was  a  modest  5.4%  last  year  (see  table);  but  unless  the 
economy  slips  back  into  neutral,  profitability  in  1994 
should  be  even  better  than  in  1993. 

The  biggest  beneficiaries  of  the  new  limits  on  federal 
timber  harvests  will  be  those  forest  products  companies 
with  the  largest  timber  holdings — Georgia-Pacific, 
Weyerhaeuser,  Louisiana  Pacific  and  Boise  Cascade's  lum- 
ber business.  Indeed,  Weyerhaeuser's  market  capitaliza- 


Spare  that  (old) 
tree! 

Walter  Minnick,  presi- 
dent and  chief  executive  of- 
ficer of  Boise-based  TJ  In- 
ternational, a  lumber  prod- 
ucts company,  is  making 
the  world  a  little  bit  safer  for 
the  spotted  owl.  The  owls 
live  in  old -growth  forests, 
mainly  in  the  Pacific 
Northwest.  But  TJ  builds 
primarily  engineered 
wood  products,  made  by 
stripping  the  wood  of  rel- 
atively smaller  and  weaker 
Douglas  fir  and  southern 
yellow  pine.  Soon  TJ  will  be 
moving  heavily  into  yel- 
low poplar,  hemlock  and 
aspen — trees,  mostly 
from  the  upper  Midwest 
and  Appalachia,  that 
grow  in  fast  after  the  older, 
more  solid  trees  are  cut. 

Once  a  tree  has  been 
stripped,  TJ  glues  the 
strands  back  together 
into  structural  products  like 
beams  and  plywood-like 
sheeting.  Often  stronger 
and  more  reliable  than 
lumber  milled  from  trees, 
engineered  wood  prod 
ucts  are  gaining  favor  for 
use  in  residential  hous- 
ing. Depending  upon  local 


Walter  Minnick,  chief  executive  of  TJ  International 
A  much-needed  friend  for  the  spotted  owl. 


building  codes  and  con- 
tractors' habits,  about  20% 
of  a  typical  new  house  can 
be  made  from  engineered 
products.  Architects 
sometimes  specify  such  TJ 
products  as  Silent  Floor 
joists  even  though  TJ  mate- 
rials cost  more.  An  engi- 
neered I-joist  beam  fromTJ 
costs  SI. 24  per  lineal 
foot,  compared  with  92 
cents  per  foot  for  a  two- 
by-ten  piece  of  lumber. 
However,  since  Tj's  engi- 
neered product  is  stronger, 
fewer  are  needed,  so  the 
cost  differential  drops  to 
about  12%.  Engineered 


wood  products  could  be  a 
$3  billion  market  if  they 
were  used  on  a  widespread 
basis  in  new  housing. 

With  sales  in  1993  of 
around  $500  million  (up 
from  $100  million  ten 
years  ago),  TJ  commands  a 
60%  share  of  today's  engi- 
neered products  market,  ' 
and  is  way  ahead  of  its 
biggest  rivals  in  the  busi- 
ness— Boise  Cascade  and 
Louisiana  Pacific.  "We're 
tapping  a  new  and  differ- 
ent type  of  wood  source 
and  we've  got  a  very  ag- 
gressive capital  expansion 
plan,"  Minnick  says.  Last 


August  the  company  began 
a  $25  million  project  to 
increase  the  capacity  of  its 
existing  plants.  Minnick 
has  also  earmarked  $100 
million  to  build  a  plant  in 
Hazard,  Ky.,  and  $80  mil- 
lion for  a  new  plant  in  the 
South.  Plans  are  in  the 
works  for  yet  a  third 
plant.  By  1996  Tj's  payroll 
should  have  at  least  500 
more  workers  compared 
with  3,500  today. 

Pvather  than  compete 
with  TJ,  Weyerhaeuser  and 
Canada's  MacMillan 
Bloedel  have  joined  with  it. 
Early  in  1993,  Weyer- 
haeuser inked  a  deal  with  tj 
in  which  Weyerhaeuser 
will  supply  TJ  with  raw 
wood  and  be  a  major  buy- 
er of  finished  TJ  products, 
selling  them  in  38  Weyer- 
haeuser sales  outlets,  tj  also 
owns  51%  of  a  manufac- 
turing venture  with  big 
MacMillan  Bloedel  that 
will  bring  in  more  wood 
supplies  as  well  as  expand 
marketing  power. 

Overseas  TJ  Interna- 
tional has  opened  offices  in 
Tokyo  and  London. 
While  foreign  sales  are  just 
$10  million,  Minnick  sees 
almost  unlimited  potential 
abroad.  -R.L.F.  Hi 
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tion  has  increased  by  over  $1.5  billion  during  the  past  year. 
On  the  other  hand,  firms  like  Bowater,  Westvaco  and 
Champion  International,  which  are  timber-poor  and  must 
buy  their  wood  on  the  open  market,  will  face  higher  costs. 

Overcapacity  and  weak  international  demand  have  been 
hurting  the  paper  side  of  the  industry.  Currency  devalua- 
tions in  Canada,  Sweden  and  Finland  hurt  U.S.  firms: 
Paper  imports  are  up  12.5%  over  the  last  two  years,  while- 
exports  are  flat.  But  prices  for  commodity  paper  products 
may  have  bottomed  out;  if  recent  economic  activity 
continues,  the  most  highly  leveraged  paper  and  paper 
packaging  companies — among  them  Stone  Container, 


Boise  Cascade  and  Champion  International — will  be 
swinging  into  the  profit  column  this  time  next  year. 
Meanwhile,  ITT  plans  to  spin  off  its  sluggish  Rayonier  unit. 

In  beverage  packaging,  glass  continues  to  lose  ground 
to  aluminum  and  plastic.  In  1982,  for  example,  glass  had  a 
23%  share  of  the  soft  drink  market,  compared  with  13%  in 
1992;  its  share  of  the  beer  market  dropped  from  33%  in 
1982  to  24%  in  1992.  That's  made  this  industry  ripe  for 
consolidation.  Crown  Cork  &  Seal  Co.  has  been  an  active 
acquirer,  while  Engraph  and  Sonoco  Products  merged  last 
October.  Industry  experts  think  this  trend  has  run  its 
course.  H 


Forest  products 
&  packaging 

Company 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

5-year  latest 
average     12  mos 

%  % 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

%  % 

Sales 

5-year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

latest 
12  mos 
$mil 

late: 
12  m 
$m 

latest 
12  mos 

% 

Paper  &  lumber 

PH  Glatfelter 
Federal  Paper  Board 
Consolidated  Papers 
Willamette  Inds 
Westvaco 

19.4  5.8 
15.3  2.5 
12.6  6.5 
11.9  7.9 
10.8  5.4 

5.4  20.6 

3.5  43.3 
5.1  9.0 
6.1  42.8 
4.4  34.4 

3.6  -11.3 
7.6  0.8 
2.6  9.9 
8.9  10.4 
3.8  0.6 

NM  -57.3 
-7.3  -68.8 
-13.0  -4.2 
-16.8  5.7 
-5.0  37.1 

490 
1,428 

963 
2,561 
2,341 

26 
28 
60 
92 
96 

5.4 
2.0 
6.2 
3.6 
4.1 

Potlatch 

Louisiana-Pacific 
Union  Camp 
International  Paper 
Chesapeake 

10.7  3.5 
10.3  17.0 
9.0  2.5 
8.6  0.1 
7.4  1.1 

3.0  37.7 
12.7  10.3 

3.1  34.2 

1.2  29.8 
2.9  44.4 

5.5  3.3 
3.2  16.6 
5.2  0.2 

11.5  2.1 

5.6  2.0 

-9.0  -60.7 
NM  68.9 
-25.9  -1.4 
-20.2  -97.8 
-22.5  -79.1 

1,350 
2,404 
3,071 
13,698 
897 

33 
236 
47 
13 
4 

2.5 
9.8 
1.5 
0.1 
0.5 

Albany  International 
TJ  International 
Weyerhaeuser 
Georgia-Pacific 
Pope  &  Talbot 

7.1  5.4 
7.1  6.3 

7.0  14.0 
6.5  5.3 

6.1  11.5 

4.5  57.8 
def  11.2 
7.4  49.8 
4.8  53.1 
8.8  38.8 

6.9  -2.0 

C  A                  O  C  ~7 

5.4  do./ 
NM  3.1 
7.1  2.7 
3.0  18.9 

-39.0  100.0 

-18.5  D-r 

-4.8  500.0+ 
NM  D-P 
NM  D-P 

553 

CAT 

ou/ 
9,290 
12,041 
614 

10 
i  n 

511 
131 
20 

1.8 

5.5 
1.1 
3.2 

Mead 

Champion  IntI 
Bowater 
Boise  Cascade 

5.9  7.9 
3.8  def 
3.3  def 
def  def 

5.6  46.0 
0.0  '44.1 
def  46.3 
def  43.6 

1.9  2.9 
NM  2.1 
1.9  7.0 
NM  2.5 

-35.1  308.2 
NM  P-D 
NM  D-D 
NM  D-D 

4,796 
5,006 
1,521 
3,866 

120 
-133 
-90 
-84 

2.5 
def 
def 
def 

Medians 

7.4  5.4 

4.4  42.8 

3.8  2.7 

-25.9  -4.2 

2,341 

28 

2.0 

Packaging 

Continental  Can 
Bemis 

Sonoco  Products 
Crown  Cork  &  Seal 
Temple-Inland 

18.1  0.5 
17.9  12.0 
16.4  16.0 
14.0  15.3 
13.3  5.2 

2.0  62.6 

9.5  27.1 
12.6  32.5 

9.6  39.9 
4.0  37.1 

54.3  5.1 
4.2  2.3 
5.5  5.1 

20.8  10.0 
6.9  4.1 

11.2  -92.0 
12.9  -25.4 

NM  -12.7 
12.1  16.9 

NM  -40.8 

482 
1,197 
1,892 
4,130 
2,765 

0 
44 
90 
175 
86 

0.1 
3.7 
4.8 
4.3 
3.1 

Longview  Fibre 
Greif  Brothers 
St  Joe  Paper 
Stone  Container 
Sealed  Air 

12.0  11.2 
9.6  8.3 
4.8  C.7 
3.4  def 
1.8  NE 

6.9  40.4 
8.7  3.9 
1.5  3.1 
def  70.2 
24.7  123.3 

2.6  3.4 
5.9  2.5 
-1.2  -1.2 
11.6  -7.2 
8.0  -0.5 

-21.2  45.6 
NM  -19.4 

-25.5  -78.2 
NM  D-D 
NM  20.2 

698 
522 
591 
5,147 
447 

43 
26 

6 

-310 
24 

6.1 
5.0 
1.1 
def 
5.4 

ACX  Technologies 
Ball  Corp 
Gaylord  Container 
Owens-Illinois 
Riverwood  IntI 

NA  NA 
NA  5.4 
NA  def 
NA  121.8 
NA  3.3 

0.3  0.0 
5.7  36.5 
NA  88.3 
15.5  81.1 
4.9  59.8 

11.8  6.2 
22.8  13.4 
1.0  1.5 
5.9  -0.9 
14.2  5.1 

NA  NA 

8.0  -43.5 
NA  NA 
NM  128.7 
NA  NA 

606 
2,408 

734 
3,624 
1,155 

-9 
38 
-70 
334 
16 

def 
1.6 
def 
9.2 
1.4 

Medians 

12.6  5.3 

6.3  39.9 

6.9  3.4 

NM  -22.4 

1,155 

26 

3.1 

Industry  medians 

9.0  5.4 

4.8  40.1 

5.5  2.8 

-25.9  -19.4 

1,475 

27 

2.2 

All-industry  medians 

11.5  11.7 

8.4  33.1 

6.7  5.1 

-19.8  8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    "Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Health 

Health  care  companies  are  caught  between 
a  rock  (cost-conscious  customers) 
and  a  hard  place  (the  White  House). 


By  Carol  M.  Cropper 

Worries  about  the  impending  Clinton  health  plan  began 
to  take  their  toll  on  the  health  care  industry  last  year.  Even 
though  the  group  had  our  survey's  best  profitability  over 
the  past  five  years  (see  p.  238),  the  market  value  of  the 
industry's  top  100  stocks  fell  over  10%  through  late 
November,  while  the  S&P  500  index  rose  6%. 

Unveiled  in  September,  the  President's  plan  holds  out 
the  threat  of  price  controls  for  the  pharmaceutical  and 
medical  equipment  industries,  and  government-con- 
trolled purchasing  alliances  to  administer  mandatory 
health  insurance  plans.  No  wonder  investors  are  voting 
with  their  feet  against  the  health  companies'  prospects. 

Market  forces  are  already  at  work.  Growing  use  of  health 
maintenance  organizations — the  most  profitable  are  Unit- 
ed Healthcare,  U.S.  Healthcare  and  WellPoint  Health — is 
squeezing  profit  margins  of  pharmaceutical  companies 
and  makers  of  medical  equipment.  Last  year  this  clobbered 
the  equity  returns  at  Imcera  Group,  National  Intergroup 
and  American  Cyanamid. 

Mergers  may  further  shift  economic  power  toward 
HMOs  and  other  health  care  buyers.  Louisville's  Columbia 


Healthcare  was  created  last  September  in  a  merger  be- 
tween Galen  Health  Care  and  Columbia  Hospital  Corp. 
Then,  in  October,  Columbia  announced  plans  to  merge 
with  hca- Hospital  Corp. 

Among  the  proprietary  drug  companies,  Marion  Mer- 
rell  Dow  saw  its  profits  drop  41%  in  the  last  12  months. 
Other  large  drug  companies  like  Syntex  and  Upjohn, 
Pfizer  and  Merck  suffered  smaller  declines.  But  generic 
drug  manufacturers  like  Rugby- Darby  (a  division  of  Mar- 
ion Merrell  Dow),  Copley  Pharmaceutical  and  Ivax  (see 
box)  are  benefiting  from  the  cost  crunch.  Almost  40%  of  all 
prescriptions  are  now  filled  genetically,  and  the  Clinton 
plan  would  increase  that.  Look  for  more  generic  compa- 
nies to  be  acquired  by  bigger  pharmaceutical  firms. 

Patricia  Danzon,  a  Wharton  School  health  care  and 
insurance  professor,  finds  irony  in  President  Clinton's 
proposed  price  controls  for  health  care.  She  says  that  wage 
controls  introduced  after  World  War  II  forced  companies 
to  find  new  ways  to  compete  for  workers.  The  solution? 
Employer-provided  health  insurance — the  very  animal 
responsible  for  surging  health  care  prices.  Hi 


Benefiting  from 
health  care  reform 

Former  dermatologist 
Phillip  Frost  started  Ivax 
Corp.,  the  generic  drug 
maker,  in  1985  after  he  got 
his  start  in  business  from 
inventing  a  disposable  bi- 
opsy device. 

Turning  proprietary 
drug  companies'  discover- 
ies into  inexpensive 
copies  has  been  extraordi- 
narily profitable  for  Frost. 
Miami-based  Ivax  will 
probably  earn  around 
$82  million  ($1.15  a  share) 
in  1993  on  close  to  $670 
million  in  revenues.  Drugs 
will  account  for  about 
75%  of  sales;  some  90%  of 
those  sales  will  come 
from  generics.  The  remain- 
ing $160  million  are  from 
specialty  chemicals,  such  as 


an  enzyme  used  to  stone- 
wash  jeans;  beauty  aids;  and 
diagnostic  devices. 

Frost,  57,  has  always 
wanted  to  create  his  own 
blockbuster  drug.  So  far 
Ivax  can  boast  only  a  few 
modest  successes.  The 
biggest:  Elmiron,  which 
treats  a  painful  bladder 
disease,  has  won  approval  in 
Canada  and  may  soon  be 
available  in  the  U.S. 


But  Elmiron  is  small 
potatoes  compared  with 
Ivax's  Verapamil  SR,  a 
high-blood-pressure  treat- 
ment that's  a  generic 
copy  of  Searle's  Calan  SR 
and  Knoll's  Isoptin  SR.  It 
won  Federal  Food  &  Drug 
Administration  approval 
in  July  1992,  and  is  already 
the  largest-selling  U.S. 
generic  drug,  responsible 
for  about  one-fifth  of 


Ivax's  sales. 

Frost  has  broadened 
Ivax's  options  by  becoming 
a  distributor  of  pharma- 
ceuticals made  by  other 
firms.  After  acquiring 
more  than  1 5  companies, 
Ivax  is  one  of  the  largest 
distributors  of  generic 
drugs  in  the  U.S.  and  the 
largest  in  the  U.K. 

Firmly  entrenched  in 
the  U.K.,  Ivax  also  has  two 
joint  ventures  in  China. 
It  hopes  to  move  into 
Eastern  Europe,  South 
Africa  and  South  America 
as  well. 

But  Ivax's  brightest 
prospects  are  in  the  U.S. 
Virtually  all  of  the  health 
care  reform  proposals  being 
bandied  about  in  Wash- 
ington would  encourage 
the  use  of  generic  drugs, 
and  further  boost  Ivax's 
fortunes.       -C.M.C.  H 
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12  mos 

capital 

average 
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% 
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% 
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$mi 

% 

Drugs 


American  Home  Prods 

CCA 

55.4 

41.0 

32.7 

18.5 

5.3 

6.5 

4.8* 

26.6 

8,191 

1,449 

17.7 

Merck 

CO  c 

A  O  1 

4z.  1 

34.9 

9.3 

13.7 

7.7 

22.8 

-10.1 

10,099 

2,101 

20.8 

Perrigo 

A*)  7  + 

oo  c 
2<£.D 

17.8 

22.3 

26.6 

29.1 

80.4 

42.7 

601 

49 

8.1 

Syntex 

41.6 

22.7 

19.9 

33.0 

12.3 

1.8 

5.0 

-38.6 

2,123 

288 

13.6 

Marion  Merrell  Dow 

39.3 

19.6 

19.3 

1.2 

39.3 

-12.8 

24.0 

-41.2 

2,873 

392 

13.6 

Schering-Plough 

37.9 

51.1 

40.7 

11.0 

7.9 

8.7 

21.0 

17.9 

4,269 

804 

18.8 

Warner-Lambert 

37.7 

40.7 

29.8 

24.4 

9.7 

5.0 

NM 

196.1 

5,734 

620 

10.8 

Abbott  Laboratories 

37.6 

40.8 

36.0 

2.9 

12.2 

8.3 

15.9 

14.8 

8,276 

1,357 

16.4 

Bristol-Myers  Squibb 

JJ.D 

oo.U 

37.0 

8.8 

8.5 

-0.2 

19.3 

7.3 

1 1,244 

2,286 

20.3 

Glaxo  Holdings 

30.9 

30.9 

27.0 

3.8 

18.6 

20.4 

15.1 

13.4 

7,301 

1,699 

23.3 

Rhone-Poulenc  Rorer 

29.8 

35.7 

20.5 

23.3 

41.8 

0.8 

30.4 

22.0 

4,062 

463 

11.4 

SPI  Pharmaceuticals 

26.9 

16.4 

16.8 

14.8 

43.2 

-29.8 

30.6 

-40.3 

366 

23 

6.2 

Eli  Lilly 

25.0 

25.7 

23.6 

9.5 

11.7 

3.7 

8.9 

60.9 

6,307 

1,326 

21.0 

Upjohn 

22.4 

17.5 

14.9 

18.1 

7.6 

5.1 

16.7 

-24.5 

3,772 

402 

10.7 

Pfizer 

17.7 

13.6 

12.3 

11.9 

8.4 

4.2 

6.5 

-18.2 

7,436 

648 

8.7 

American  Cyanamid 

14.8 

def 

def 

18.3 

4.0 

-13.2 

7.0 

P-D 

4,505 

-401 

def 

Cardinal  Distribution 

14.7 

13.8 

10.2 

41.7 

31.1 

28.3 

18.0 

11.5 

2,428 

36 

1.5 

Bergen  Brunswig 

12.3 

7.0 

6.3 

41.5 

12.7 

35.2 

-5.1 

-51.2 

6,824 

29 

0.4 

Bindley  Western  Inds 

11.8 

5.8 

5.5 

28.9 

23.0 

18.7 

34.1 

-41.7 

3,299 

9 

0.3 

McKesson 

10.5 

18.9 

16.4 

12.3 

10.8 

6.5 

NM 

352.6 

1 1,960 

147 

1.2 

IVAX 

8.7 

26.3 

20.3 

25.2 

65.9 

55.1 

NM 

103.3 

595 

72 

12.2 

Imcera  Group 

3.7 

def 

def 

31.4 

8.3 

4.9 

NM 

P-D 

1,824 

-112 

def 

National  Intergroup 

def 

def 

0.5 

37.0 

6.8 

31.8 

NM 

P-D 

5,293 

-6 

def 

Medians 

26.9 

22.5 

19.3 

18.3 

12.2 

6.5 

15.1 

7.3 

4,505 

392 

10.8 

Health  care  services 

WellPoint  Health 

69.2 

33.1 

33.1 

0.0 

8.9 

8.2 

82. 2t 

-5.6 

2,392 

168 

7.0 

Mid  Atlantic  Medical 

68.1 

46. 1 

40.9 

10.0 

51.9 

17.1 

74.0 

54.8 

633 

19 

3.0 

TakeCare 

54. 4t 

21.4 

19.0 

16.2 

39. 8t 

67.4 

61. 9t 

27.0 

833 

34 

4.1 

QualMed 

52.3 

12.5 

13.3 

1.4 

NM 

46.0 

50.9t 

-20.6 

550 

14 

2.6 

US  Healthcare 

47.5 

52.6 

51.8 

2.3 

29.4 

22.6 

NM 

44.7 

2,474 

268 

10.8 

United  Healthcare 

38.1 

23.7 

26. 1 

0.0 

26.2 

71.6 

74. Ot 

46.9 

2, 190 

171 

7.8 
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*)A  A 
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OO  A 

ZZA 

11  n 

1A  1 
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A  Q  Q 

770 
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7  l 
/.I 

FHP  International 

20.1 

14.0 

13.5 

21.5 

31.7 

28.3 

12.2 

43.1 

2,138 

49 

2.3 

Foundation  Health 

20.0 

24.0 

21.7 

31.4 

33.4 

34.7 

32.6t 

8.3 

1,635 

66 

4.1 

Manor  Care 

19.5 

19.8 

10.7 

50.0 

13.7 

12.0 

34.0* 

-8.2 

1,049 

66 

6.3 

Nova  Care 

19.0 

io.  1 

14.5 

one 
39.0 

CI  1 

57.1 

O  O  1 
JO.  1 

NM 

i  c  n 

C  77 

A  7 

Q  O 

Columbia  Healthcare 

14. 6t 

8.2 

7.5 

44.9 

NA 

6.8 

NA 

-18.3 

5,063 

1  OO 

loo 

O  7 
O.I 

ill'  ■   mm  !•■  | 

National  Medical 

13.3 

0.5 

1.7 

32.2 

2.9 

-5.6 

NM 

-92.4 

3,715 

8 

0.2 

Medical  Care  America 

13.0* 

def 

def 

33.7 

36.8 

4.8 

18.2* 

P-D 

642 

-102 

def 

HealthSouth  Rehab 

12.6 

11.6 

7.2 

49.9 

52.5 

28.3 

31.2 

34.9 

466 

37 

8.0 

Continental  Medical 

12.2 

8.1 

8.0 

58.5 

54.5 

29.2 

22.9 

-34.8 

941 

21 

2.3 

Summit  Health 

11.9 

17.6 

11.4 

34.3 

6.9 

10.2 

89.5t 

34.1 

516 

20 

3.8 

Universal  Health 

9.3 

11.2 

9.4 

29.0 

6.7 

3.6 

38.4 

20.3 

750 

23 

3.1 

American  Medical 

6.2* 

10.0 

8.8 

60.7 

-6.3 

0.0 

NM 

-39.2 

2,239 

67 

3.0 

Hilihaven 

1.8t 

26.8 

8.0 

81.4 

5.7 

3.1 

NA 

D-P 

1,269 

40 

3.2 

Humana 

1.2* 

17.7 

16.8 

0.2 

41.7* 

NA 

NM 

NA 

3,077 

66 

2.1 

Beverly  Enterprises 

def 

def 

3.9 

52.2 

4.3 

12.3 

NM 

P-D 

2,827 

15 

0.5 

OrNda  HealthCorp 

deft 

9.2 

6.2 

77.8 

3.3 

24.6 

NA 

D-P 

635 

11 

1.7 

Coventry 

deft 

23.2 

17.6 

34.0 

44.9 

33.9 

36.7 

D-P 

544 

15 

2.8 

Caremark  Intl 

NA 

NA 

NA 

5.9 

28.8* 

22.6 

NA 

NA 

1,709 

NA 

NA 

Charter  Medical 

NA 

def 

def 

75.4 

NM 

-29.6 

NA 

NA 

898 

-44 

def 

HCA  Hospital  Corp 

NA 

30.5 

14.4 

46.5 

3.2 

-0.7 

NA 

NA 

5,090 

418 

8.2 

Health  Care  &  Retire 

NA 

11.1 

8.4 

30.8 

8.4 

12.2 

NA 

NA 

545 

32 

5.9 

HealthTrust 

NA 

24.8 

10.9 

53.6 

7.8 

5.7 

NA 

80.0 

2,395 

135 

5.7 

Kinder-Care  Learning 

NA 

NA 

NA 

52.3 

11.0 

1.7 

NA 

NA 

446 

NA 

NA 

Maxicare  Health 

NA 

def 

10.9 

0.0 

-29.0 

4.5 

NA 

P-D 

430 

4 

0.9 

Medians 

14.6 

17.7 

11.2 

33.8 

13.7 

12.2 

31.9 

18.2 

995 

39 

3.1 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Medical  supplies 

-0.3 

Uj  oUrglcai 

Jv.  / 

5.9 

5.1 

43.8 

38.4 

42.7 

-71.0 

1,115 

38 

3.4 

Johnson  &  Johnson 

28.8 

33.5 

26.9 

19.7 

11.5 

5.3 

15.0 

11.9 

14J10 

1,759 

12.5 

Medtronic 

23.3 

24.3 

24.1 

1.2 

15.8 

2.7 

16.5 

13.6 

1,330 

215 

16.1 

Stryker 

23.2 

24.7 

24.5 

10.7 

26.4 

21.1 

28.8 

30.8 

542 

57 

10.5 

VWR 

21.6 

17.6 

11.2 

58.5 

10.6 

6.8 

NM 

-12.2 

511 

8 

1.6 

Hillenbrand  Inds 

20.7 

22.9 

17.6 

20.7 

13.2 

4.6 

12.8 

17.8 

1,439 

125 

8.7 

Amsco  International 

18.7t 

10.7 

8.3 

41.2 

17.7* 

10.8 

27.9* 

-29.1 

520 

25 

4.8 

CR  Bard 

18.3 

11.0 

10.2 

15.0 

7.8 

2.0 

NM 

-37.4 

979 

43 

4.4 

Pall 

16.9 

14.4 

12.5 

4.1 

10.4 

0.3 

8.5 

-12.0 

687 

78 

11.4 

16.8 

20.6 

16.4 

21.3 

15.3 

8.8 

9.7 

85.1 

1,814 

187 

10.3 

Corning 

15.3 

9.3 

8.0 

35.4 

13.3 

1.6 

5.0 

-41.3 

3,758 

171 

4.5 

Becton  Dickinson 

14.6 

12.8 

9.7 

27.9 

8.0 

4.2 

4.1 

5.2 

2,465 

213 

8.6 

Owens  &  Minor 

14.2 

13.7 

12.6 

29.3 

14.8 

1 5.6 

21.7 

-23.4 

1,326 

16 

1.2 

Beckman  Instruments 

13.3 

13.1 

11.3 

23.5 

5.1 

-0.3 

NM 

12.3 

889 

46 

5.2 

m  icci  1 1  * i 

11.1 

5.2 

5.4 

28.8 

7.9 

-4.0 

NM 

-49.5 

420 

10 

2.4 

Millipore 

10.9 

6.9 

6.5 

18.4 

7.5 

-0.7 

NM 

-39.3 

779 

31 

4.0 

Baxter  International 

10.7* 

13.2 

9.7 

38.7 

7.5* 

6.4 

NM 

-6.3 

8,787 

499 

5.7 

Allergan 

10.2* 

21.2 

19.6 

10.2 

8.4 

-2.5 

NM 

12.8 

866 

111 

12.9 

Perkin-Elmer 

5.0t 

5.9 

5.8 

2.3 

5.9* 

4.3 

NM 

-26.6 

1,01 1 

26 

2.6 

Medians 

16.8 

13.2 

11.2 

21.3 

10.6 

4.2 

5.0 

-12.0 

1,011 

57 

5.2 

Biotechnology 

Amcrpri 

28.6 

42.0 

39.3 

13.0 

94.6 

32.3 

NM 

49.2 

1 ,316 

417 

31.7 

Diagnostic  Products 

19.8 

12.8 

13.3 

0.0 

23.3 

4.1 

11.8 

-5.6 

106 

16 

15.0 

Applied  Bioscience 

14.3 

def 

def 

14.9 

39.5 

12.5 

NM 

P-D 

186 

-15 

def 

Life  Technologies 

13.9 

17.1 

16.9 

0.0 

10.2 

5.6 

3.1 

19.4 

204 

17 

8.2 

Immucor 

9.5 

4.7 

4.9 

10.4 

33.1 

4.5 

17.5 

-50.0 

30 

1 

4.7 

Collagen 

6.5 

20.8 

16.7 

0.0 

12.7 

-15.3 

NM 

461 .9 

54 

12 

22.5 

Biogen 

5.8 

17.5 

18.9 

0.0 

63.5 

74.3 

NM 

292.5 

153 

54 

35.3 

IGI 

0.9 

0.6 

1.6 

33.4 

9.7 

16.4 

-34.5 

Z-P 

27 

0 

0.3 

Genentech 

0.0 

4.4 

4.3 

12.2 

16.7 

23.8 

-11.2 

200.0 

589 

46 

7.9 

Molecular  Biosystems 

def 

def 

def 

6.5 

NM 

-24.4 

NM 

D-D 

4 

-19 

def 

Synergen 

def 

def 

def 

2.1 

37. 1 

-39  8 

NM 

D-D 

-100 

def 

Genzyme 

def 

13.5 

10.6 

21.6 

66.1 

35.0 

NM 

D-P 

263 

44 

16.9 

Genetics  Institute 

def 

def 

def 

0.0 

34.9 

4.2 

NM 

D-D 

96 

-19 

def 

Repligen 

def 

def 

def 

10.3 

14.3 

20.6 

NM 

D-D 

23 

-17 

def 

T  Cell  Sciences 

def 

def 

def 

0.0 

15.1 

-17.8 

NM 

D-D 

9 

-7 

def 

Gilead  Sciences 

deft 

def 

def 

1.5 

NA 

11.3 

NM 

D-D 

4 

-20 

def 

US  Bioscience 

duf* 

def 

def 

0.0 

NM 

20.3 

NM 

D-D 

5 

-28 

def 

Scios  Nova 

def 

def 

def 

1.6 

13.3 

282.1 

NM 

D-D 

48 

-60 

def 

COR  Therapeutics 

deft 

def 

def 

1.8 

78.7t 

-6.4 

NM 

D-D 

2 

-16 

def 

XOMA 

def 

def 

def 

1.5 

NM 

-84.4 

NM 

D-D 

1 

-32 

def 

Alliance  Pharmaceut 

def 

def 

def 

0.0 

13.4 

-20.5 

NM 

D-D 

2 

-29 

def 

Gensia 

deft 

def 

def 

2.0 

NM 

17.6 

NM 

D-D 

30 

-53 

def 

Centocor 

def 

def 

def 

109.7 

12.9 

-28.6 

NM 

D-D 

79 

-157 

def 

Chiron 

def 

def 

def 

17.9 

60.6 

28.0 

NM 

D-D 

286 

-32 

def 

Cell  Genesys 

NA 

def 

def 

2.5 

NA 

1.3 

NA 

D-D 

7 

-7 

def 

Cephalon 

NA 

def 

def 

14.5 

NM 

176.7 

NM 

-  D-D 

16 

-16 

def 

ICOS 

NA 

def 

def 

1.9 

NA 

-68.9 

NA 

D-D 

1 

-16 

def 

Medlmmune 

NA 

def 

def 

3.7 

21. 3t 

-32.0 

NM 

D-D 

10 

-19 

def 

Sepracor 

NA 

def 

def 

13.2 

84.2 

-16.6 

NM 

D-D 

15 

-14 

def 

Vertex  Pharmaceutical 

NA 

def 

def 

8.7 

NA 

184.4 

NA 

D-D 

11 

-9 

def 

Medians 

def 

def 

def 

2.3 

15.9 

5.1 

NM 

D-D 

25 

-16 

def 

Industry  medians 

18.3 

17.6 

13.0 

23.9 

11.7 

6.5 

13.9 

6.3 

1,762 

56 

5.0 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Profit  to  zero.  Z-D:  Zero  to  deficit.  Z-P:  Zero  to  profit,  def:  Deficit.  NA:  Not 
available.    NF.  Negative  equity.    NM:  Not  meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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On  the  trading  floors  of  Wall  Street,  computer  downtime  isn't  just  an  inconvenience.  It's  a 
disaster.  Our  client  faced  trying  to  maintain  hundreds  of  PCs  there  and  thousands  more  nation- 
wide. We  told  them  the  best  way  to  service  their  PCs  was  not  to  service  them  at  all.  To  let  us  take 

care  of  them.  So,  they  could  focus  on  the  business  of 

Vlfe  Told  Them  To  Pull  The  Plug.  Through  Dataserv,  Inc.,  a  BellSouth  company,  the 

hank  received  the  technical  expertise  and  quick  repairs  they 

required.  They  also  received  a  significant  reduction  in  downtime.  Improved  customer  service.  And  the 

confidence  that  comes  from  a  more  reliable  system. 

Th  e  bank  was  pleased.  But  not  surprised,  since  they  were  already  relying  on  us  for  many 

of  their  cellular,  paging  and  voice  systems.  You  see,  BellSouth  is  a  lot  more  than  one  company.  It's 

a  family  of  companies.  From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated 

telecommunications  networks,  BellSouth  has  the  depth  of  resources  required  to  meet  your 

communications  challenges  today.  And  tomorrow. 

Precisely  why  one  very  important  bank  opened  their  . 

7  r>  77o      It1  C  •  77  Telecommunications 

account  with  BellSouth.  Tor  more  information,  call  your  .  _ 

_  j  ,   _  _  _        x  ,  Information  Services 

BellSouth  Representative  or  1-800-726-BELT.  X£  t  .  _ 

Mobile  Communications 

Advertising  Services 


<g>lQQ3  BellSouth  Corporate 


BELLSOUTH' 


Every  th  ing  you  expect  from  a  leader* 


Insurance 


The  Clintons  have  been  saying  some  nasty  things 
about  the  health  insurers,  and  proposing  policies 
that  will  make  some  of  them  a  lot  of  money. 


By  Carolyn  T.  Geer 

The  curtain  went  up  on  health  care  reform  last  year,  and 
the  White  House  cast  health  insurers  as  the  villains.  The 
President's  proposed  plan  doesn't  call  for  the  elimination 
of  health  insurance  companies.  But  by  forcing  insurers  to 
provide  universal  coverage — while  operating  within  a 
fixed  budget — the  plan  may  be  just  as  destructive.  "The 
traditional  insurance  company  is  not  going  to  survive," 
predicts  Ronald  Bachman,  a  partner  in  Coopers  &  Ly- 
brand's  health  care  consulting  practice. 

But  there  will  be  some  big  winners,  too,  from  health 


care  reform.  Carriers  with  managed-care  capabilities  are 
expected  to  win  the  day.  Aetna,  Cigna,  Metropolitan  Life, 
Prudential  and  Travelers  all  have  well-established  man- 
aged-care networks.  Smaller  firms,  including  Tennessee- 
based  Provident  Life  &  Accident,  a  traditional  health  and 
disability  insurer,  are  announcing  plans  to  develop  health 
maintenance  organizations  in  their  regional  markets. 

The  competition  promises  to  be  fierce.  Citing  the  need 
to  prepare  for  health  care  reform,  Cigna  announced  plans 
last  fall  to  cut  jobs  in  its  managed-care  business,  even 


Way  to  grow 

Life  insurance  may  be  a 
mature  business,  but  nwnl 
Cos.  is  growing  like  a 
weed.  John  Turner,  54, 
chairman  of  the  Minne- 
apolis-based company,  is 
exploiting  surging  de- 
mand among  aging  Ameri- 
cans for  tax-sheltered  sav- 
ings plans  like  annuities  and 
401  (k)s.  For  example, 
nwnl  ranks  among  the  top 
ten  writers  of  new  busi- 
ness in  the  $25  billion  (as- 
sets) small  employer 
401  (k)  market — a  market 
that  is  growing  1 5%  to 
20%  annually. 

To  grow  with  it, 
Turner  is  relentlessly  ex- 
panding distribution.  In 
1991  the  company  began 
marketing  its  product — 
basically  a  variable  annuity 
that  offers  employees  a 
choice  of  funds  from  Fideli- 
ty, Neuberger  &  Berman 
and  20th  Century — to 
small  employers  through 
independent  agents,  nwnl 
struck  alliances  with  Neu- 
berger &  Berman  in  1992, 
and  National  Westmin- 
ster Bank  and  a  large  em- 
ployee benefits  consult 


ing  firm  in  1993,  to  market 
the  plan  under  various 
private  labels. 

In  the  first  nine 
months  of  1993,  new 
401(k)  deposits  reached 
$77  million,  more  than 
three  times  the  amount 
received  for  all  of  1992. 
With  millions  of  people 
in  their  40s  and  50s  wak- 
ing up  to  the  fact  that 
they  haven't  saved  enough 
for  retirement,  NWNL's 
401(k)  business  is  its  fast- 
est growing  unit. 

nwnl  is  also  a  big  play- 
er in  the  tax-sheltered  an- 
nuity market.  The  com- 
pany employs  retired  teach- 


ers to  sell  its  annuities  to 
other  teachers.  But  Turner 
wasn't  satisfied  with  sales 
growth.  So  last  March 
nwnl  began  recruiting 
current  teachers  to  sell  an- 
nuities on  a  part-time  ba- 
sis. Thanks  in  part  to  the 
nearly  700  new  part-tim- 
ers— mostly  in  the  South- 
east— nwnl's  tax-shel-  . 
tered  annuities  unit  posted 
a  23%  increase  in  premi- 
um revenues  in  l993's 
third  quarter.  Now 
Turner  is  pushing  into 
new  territories;  nwnl  will 
soon  begin  marketing  to 
teachers  in  New  York. 
Turner  shook  up 


nwnl's  core  life  insurance 
division  last  year,  replac- 
ing 20%  of  its  regional  sales 
managers.  The  survivors 
and  new  hires  were  told  to 
recruit  more  experienced 
independent  agents.  In  the 
first  nine  months  of  1993 
the  company  added  an  av- 
erage of  130  agents  per 
month,  20%  more  than  last 
year.  Over  this  period  the 
new  recruits  pulled  in  three 
times  as  much  business  as 
did  the  rookie  team  of 
1992. 

All  this  is  working  nice- 
ly for  the  bottom  line. 
nwnl  posted  a  31.6% 
gain  in  earnings  per  share  in 
the  latest  12-month  peri- 
od to  $2 .54,  on  a  7. 1  %  sales 
growth.  Over  the  past 
two  years  NWNL  has  im- 
proved its  balance  sheet, 
boosting  investment  grade 
bonds  to  61.1%  of  invest- 
ed assets  from  46.6%,  raised 
$155  million  in  new  capi- 
tal in  two  common  stock 
offerings,  and  cut  costs. 
Dain  Bosworth  analyst 
Chris  Sergeant  figures 
the  company  will  earn 
$3.45  a  share  in  1994,  ex- 
cluding capital  gains  and 
losses.  Sergeant  has  nwnl 
on  his  buy  list.-C.T.G.  Bl 
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NA 
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CCP  Insurance 

NA 

29.9 

19.8 

31.7 

NA 
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D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


though  profits  for  this  unit  jumped  more  than  50%  in  the 
first  half  of  1993. 

Standard  &  Poor's  latest  solvency  rating  for  life  and 
health  carriers  shows  generally  improving  capital  strength, 
with  the  number  of  rating  upgrades  exceeding  down- 
grades by  a  2-to-l  margin.  Steven  Dreyer,  a  director  in 
S&p's  insurance-rating  unit,  notes  that  insurers  continued 
to  shed  high-risk  assets  in  1993,  but  that  larger  companies 


still  maintain  relatively  greater  exposure  in  real  estate  and 
noninvestment- grade  bonds. 

Life  insurance  sales  to  individuals  rose  only  2%  through 
September  1993,  versus  4%  for  1992.  This  business  is  fairly 
mature,  so  analysts  are  focusing  on  niche  players  with  the 
potential  for  above-average  growth.  Among  their  picks: 
First  Colony  Co.  of  Lynchburg,  Va.,  which  sells  annuities 
and  low-cost  term  insurance;  Louisville-based  Capital 
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Holding,  which  markets  a  wide  range  of  insurance  prod- 
ucts through  both  an  agency  force  and  via  direct  response; 
and  Minneapolis'  nwnl  Cos.  (see  box,  p.  162). 

Property  and  casualty  carriers — which  had  suffered  a 
record  $23  billion  in  catastrophe  claims  in  1992  and  were 
then  hit  by  rising  reinsurance  premiums — had  high  hopes 
that  primary  insurance  prices  would  firm  in  1993.  They 
didn't,  and  the  core  casualty  market  remains  soft.  Even  so, 
the  median  return  on  equity  for  this  group  was  a  respect- 
able 12.8%  over  the  last  12  months. 


For  property  companies  focused  primarily  on  the  U.S. 
market,  the  coming  year  looks  lackluster.  With  interest 
rates  low  the  companies'  investment  income  is  falling  fast. 
Indeed,  in  1992  the  industry's  investment  income  de- 
clined for  the  first  time  in  a  half-century,  and  almost 
certainly  declined  again  in  1993. 

With  dubious  prospects  for  the  U.S.  market,  Jeffrey 
Cohen,  an  analyst  at  S.G.  Warburg,  recommends  Ameri- 
can International  Group,  nearly  half  of  whose  earnings 
come  from  overseas  business.  m 
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8.9 

29.3 

11.4 

6.3 

4.6 

8.6 

1,823 

86 

4.7 

Zenith  National  Ins 

9.5 

12.8 

11.3 

18.4 

3.4 

7.0 

-9.8 

36.7 

584 

40 

6.8 

St  Paul  Cos 

8.7 

def 

def 

17.2 

6.0 

-3.3 

NM 

P-D 

4,390 

-81 

def 

Foremost  Corp  of  Amer 

8.7 

16.4 

11.9 

34.4 

-0.7 

0.1 

NM 

38.7 

460 

30 

6.6 

Berkshire  Hathaway 

8.3 

4.9 

4.8 

8.0 

6.1 

-3.8 

8.7 

51.8 

3,079 

439 

14.3 

Penn  Central 

6.5 

13.6 

11.8 

23.4 

28.3 

-3.5 

37.7 

418.8 

1,694 

211 

12.5 

ITT 

5.9 

1.0 

3.8 

52.1 

3.1 

1.1 

NM 

-85.6 

21,530 

127 

0.6 

Continental  Corp 

1.5 

6.8 

6.8 

26.3 

-3.2 

1.1 

NM 

D-P 

5,123 

134 

2.6 

Reliance  Group 

def 

def 

5.8 

70.0 

NM 

-2.2 

NM 

P-D 

2,910 

-7 

def 

USF&G 

def 

3.6 

5.9 

15.0 

-4.2 

-16.2 

NM 

D-P 

3,242 

81 

2.5 

Allstate 

NA 

17.1 

16.8 

0.0 

7.8* 

4.6 

NA 

NA 

20,804 

904 

4.3 

American  Re 

NA 

NA 

8.8 

50.1 

NM 

NA 

NA 

NA 

1,382 

75 

5.5 

Lawyers  Title 

NA 

16.2 

16.3 

0.0 

NM 

5.2 

NA 

NA 

477 

23 

4.9 

TIG  Holdings 

NA 

NA 

def 

0.0 

4.0* 

NA 

NA 

NA 

1,945 

-353 

def 

Medians 

13.4 

12.8 

11.3 

17.2 

6.0 

5.2 

2.7 

13.2 

1,411 

81 

6.6 

Brokerage 

Marsh  &  McLennan  Cos 

31.9 

29.4 

22.9 

26.1 

6.7 

6.6 

0.7 

4.7 

3,089 

324 

10.5 

Crawford  &  Co 

25.7 

21.1 

20.6 

0.7 

18.9 

5.5 

20.6 

4.7 

602 

40 

6.7 

Alexander  &  Alexander 

def 

def 

def 

28.7 

3.9 

-3.6 

NM 

P-D 

1,319 

-121 

def 

Medians 

25.7 

21.1 

20.6 

26.1 

6.7 

5.5 

0.7 

4.7 

1,319 

40 

6.7 

Industry  medians 

13.2 

13.4 

11.8 

17.2 

6.0 

4.6 

5.5 

6.5 

1,458 

90 

6.9 

All-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def :  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources.-  Forbes;  Value  Line  Data  Ba.  j  Service  via  OneSource  Information  Services. 
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Even  capital 
has  a  capital. 


It's  the  New  York  Stock  Exchange,  the  world's 
largest  equity  market.  Under  one  roof  you'll  find 
a  market  value  of  34.5  trillion,  more  than  four  times 
all  other  US.  markets  combined.  Which  means  that  when 
people  want  to  invest  their  savings,  they  turn  to  the 
NYSE.  And  when  companies  want  to  finance  their 
growth?  This  year  alone,  more  than  #36  billion  in 
new  equity  capital  has  been  raised  by  initial  public 
offerings  on  the  NYSE,  nearly  three  times  all  other 
U.S.  markets  combined.  And  more  companies  have  listed 


and  more  shares  have  been  traded  than  in  any  other 
year  in  our  201-year  history.  We  have  gotten  to 
where  we  are  by  following  one  simple  rule:  The 
investors'  interest  comes  first.  Our  auction  market 
system  is  designed  to  ensure  the  best  possible  price 
on  transactions,  and  our  regulatory  system  requires 
that  all  trading  is  done  openly,  fairly  and  with  equal 
preference  to  all  investors,  large  or  small.  It  is  not 
a  difficult  concept,  but  it  works.  It  works  for  our 
country.  It  works  for  business.  It  works  for  you. 


Not  just  a  place. 


A  way  of  doing  business. 


THE  NEW  YORK  STOCK  EXCHANGE 


etals 


Steelmakers  are  starting  to  shine  again, 
but  not  so  producers  of  aluminum, 
copper  and  nickel. 


By  James  M.  Clash 


As  the  economy  began  to  show  some  spark  late  in  1993, 
steel  prices  perked  up  for  the  first  time  in  five  years.  Flat- 
rolled  steel,  for  example,  recently  hit  $360  per  hot-rolled 
ton,  20%  above  its  level  in  late  1992.  Volumes,  too,  were 
up.  For  1993,  U.S.  shipments  are  expected  to  rise  7%,  to 
88  million  tons.  Leading  the  increases:  a  rebound  in 
Detroit.  Shipments  of  flat-rolled  steel,  which  is  shaped 
into  car  bodies,  jumped  12%  for  1993's  first  nine  months. 

As  usual,  there  was  good  news  and  bad  news  on  the 
global  competition  front.  In  anticipation  of  adverse  action 
from  the  U.S.  International  Trade  Commission,  many 
foreign  steelmakers  had  reduced  exports  to  the  U.S.; 
imports  (excluding  semifinished  steel)  fell  7%  through  the 
first  three  quarters.  This  helped  American  steelmakers 
increase  utilization  to  almost  90%,  from  81%  in  1992. 

But  in  July  the  [TC  decided  not  to  slap  import  duties  on 
most  foreign  steel.  It's  not  clear  how  bad  this  news  is. 


Robert  J.  Schenosky,  a  metals  analyst  at  Wheat,  First 
Securities,  Inc.  in  Richmond,  Va.,  figures  imports  will 
move  back  to  1992  levels  in  1994,  but  he  expects  U.S. 
economic  growth  in  1994  to  more  than  compensate  for 
the  higher  imports. 

Which  companies  will  fare  well  this  year?  Integrated 
mills  like  Inland  Steel  and  steel  processors  like  Steel 
Technologies  and  Worthington  Industries.  They're  sub- 
stantial suppliers  to  the  auto  industry,  which  faces  another 
good  year  ahead  (see  p.  126).  But  minimill  firms  like 
Birmingham  Steel  Corp.  will  have  a  tougher  time.  They 
are  voracious  consumers  of  scrap  steel;  scrap  prices  rose 
55%  in  1993  and  are  expected  to  stay  high  in  1994. 

Nickel's  prospects  are  dismal.  Thanks  to  excess  capacity 
and  an  abundance  of  stainless  steel  scrap  (of  which  nickel  is 
a  major  component),  prices  are  off  more  than  30%,  to 
$4,650  per  metric  ton.  But  look  for  price  increases  in  early 


Getting  big 
by  acting  little 

Once  a  tiny,  one-mill 
steel  producer  in  the  som- 
nolent southern  town  of 
Darlington,  S.C.,  Nucor 
Corp.  has  grown  nearly  a 
hundredfold  in  volume 
over  the  last  quarter-cen- 
tury. Now  based  in  Char- 
lotte, N.C.,  Nucor  pro- 
duced 5.5  million  tons  of 
steel  in  1993,  making  it 
the  country's  largest  mini- 
mill  and  the  fifth -largest 
steel  company  in  the  U.S. 
A  $1,000  investment  in 
Nucor  in  1972  would  be 
worth  more  than 
$70,000  today;  an  equiva- 
lent investment  in  the  S&P 
500,  nearly  $4,000. 

Nucor  is  hands  down 
the  world's  most  efficient 
producer  of  flat-rolled 
steel.  To  make  a  ton,  it 
takes  Nucor  only  eight- 
tenths  of  a  man-hour,  ver- 
sus an  average  3.5  man- 


hours  for  the  rest  of  the 
industry.  "Keep  manage- 
ment out  of  the  employee's 
way,"  is  how  John  D. 
Correnti,  Nucor's  46-year- 
old  president,  explains 
Nucor's  philosophy. 

One  secret:  the  way 
Nucor  treats  its  workers,  all 
6,000  of  whom  are  non- 
union. "'There  are  no  job 
descriptions,  no  time 
clocks.  Our  employees 
make  on  average  10% 
more  than  union  workers 
because  they're  compen- 
sated on  an  incentive  sys- 
tem," notes  Correnti. 

Nucor  invests  heavily 
in  capital  projects,  too.  In 
1993  the  company  spent 
$65  million  to  modernize 
its  Darlington,  S.C. 
plant,  and  $200  million  to 
open  a  second  mill  in 
Blytheville,  Ark. 

But  Nucor  faces  some 
stiff  challenges.  The  biggest 
right  now:  the  rising  price 
of  scrap  metal,  the  raw  ma- 
terial for  minimills  like 


Nucor.  To  keep  its  margins 
in  place,  Nucor  is  pur- 
chasing some  high-quality 
scrap  in  Europe,  saving 
about  1 0%  per  ton  even  af- 
ter transportation  costs. 

Nucor  is  also  testing  . 
ways  to  use  cheaper  scrap 
substitutes  like  iron  car- 
bide and  pig  iron.  A  new 
$60  million  iron  carbide 
plant  in  Trinidad  and  Toba- 
go, scheduled  to  open 
next  fall,  could  shave  as 
much  as  $17.5  million  a 
year  from  Nucor's  raw  ma- 


Nucor  President 
John  D.  Correnti 
"I  like  to  think 
we  have  the  small- 
est corporate 
headquarters  of 
any  Forbes  500 
company 
in  America— 
22  people." 


terials  bill  if  scrap  prices 
remain  at  current  levels. 

Correnti  says  Nucor 
will  produce  between  7 
million  and  7.5  million 
tons  of  steel  on  capacity  of 
about  8  million  tons  in 
1994.  But  he  worries  about 
the  dangers  implicit  in 
this  success.  "My  biggest 
fear,"  he  says,  "is,  even 
though  we're  now  a  $2.3 
billion  company,  we've 
still  got  to  act,  feel  and 
smell  like  a  $300  million 
company."      -J.M.C.  H 
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1995,  as  foreign  economies  pick  up.  Perhaps  then  big 
lickel  producer  Inco  Ltd.  will  come  out  of  its  lethargy. 

Aluminum  is  better  than  nickel  but  still  under  pressure. 
Prices  decreased  about  6%  during  1993,  and  inventories 
ire  up  50%.  The  major  culprit:  dumping  of  the  metal  by 
he  former  Soviet  Union.  Prices  will  probably  remain 


depressed  into  1995.  Ditto  profits  at  Alcoa  and  Reynolds 
Metals. 

In  September  copper  hit  a  two-year  low  of  74  cents  per 
pound  but  has  since  rebounded  slightly.  Copper,  too,  will 
probably  remain  depressed  until  1995,  and  with  it  compa- 
nies like  Phelps  Dodge  and  Cyprus  Am  ax  Minerals.  Hi 


Metals 


Company 


Profitability 

Growth 

Sales 

Net 
income 

Profit 
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Return  on  equity 
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Earnings  per  share 

Return  on 
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1 

5-year  latest 
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12  mos 
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average 

12  mos 
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%  % 
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Steel 

Allegheny  Ludlum 

23.0 

25.1 

17.4 

32.0 

NM 

7 

6 

-10.3 

32.4 

1,088 

65 

5.9 

Oregon  Steel  Mills 
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0 
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National  Steel 

def* 
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-0 

9 

NM 

D-D 

2,406 

-153 

def 

Bethiehem  Steel 

def 

def 

def 

53.2 

-4.2 

3 

5 

NM 

D-D 

4,183 

-68 

def 

Armco 

def 

def 

def 

92.2 

-11.2 

-2 

0 

NM 

D-D 

1,872 

-605 

def 

LTV 

NA 

NA 

NA 

34.2 

-7.3* 

89 

1 

NA 

NA 

3,993 

NA 

NA 

Wheeling  Pittsburgh 

NA 

def 

3.2 

28.4 

-2.4 

4 

6 

NA 

D-D 
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0 

0.0 

Medians 

6.4 

2.8 

3.4 
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8 

6 

NM 
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Nonferrous  metals 

Freeport-McMoRan 

45.9 

def 
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43.4 

NM 

-15 

4 
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Newmont  Mining 
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-2 

2 
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82 
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7 

NM 
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22.5 

2.5 

3.4 

27.1 

NM 
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0 

NM 

62.5 

2,227 

47 

2.1 

Broken  Hill 

22.4 

22.9 

12.7 

34.0 

10.5 

10 

3 

NM 

145.8 

10,569 

1,008 

9.5 

Phelps  Dodge 

21.0 

10.7 

8.6 

17.9 

7.3 

2 

3 

NM 

-32.3 

2,597 
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8.2 

Engelhard 

9.2 

16.5 

14.7 

14.9 

NM 
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6 

NM 

15.6 
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4.9 

Reynolds  Metals 
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2 

NM 
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5.6 
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-3 

1 

NM 

D-P 
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3.0 
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NM 
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30.5 

NM 

-4 

4 

NM 

D-D 
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Tredegar  Industries 

4.1t 
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5.8 

33.0 

-5.0 

-0 

5 

NM 

4.2 
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13 

2.8 

Handy  &  Harman 

0.4 

11.4 

6.9 

66.7 

NM 

10 

4 

15.1 
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10 

1.5 

Cyprus  Amax  Minerals 

def 
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11.5 

11.7 
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6.7 
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1 
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8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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The  tables  have  turned:  The  specialty. retailers 
are  now  losing  out 
to  the  department  stores. 


By  Zina  Moukheiber 

Two  yens  ago  departmeni  stores  were  being  written  off  as 
obsolete,  bul  if  this  is  obsolescence,  let's  have  more  of  it. 
I  he  departmeni  <  hains  arc  playing  to  their  strength  .is  .1 
one  stop  shopping  solution  and  are  fighting  back  againsi 
the  specialty  retailers.  They  are  cutting  costs,  jazzing  up 
their  merchandise,  keeping  leaner  inventories  and  offering 


their  own  private  label  nicrchanclisc.it  comparable  quality 
with  national  brands  but  at  lower  prices.  Latest  12  month 
earnings  for  departmeni  stores  were  up  almost  19%, 
compared  with  6%  lor  apparel  specialty  stores. 

( lhains  like  Sears,  Roebuck  and  (private)  R.I  I.  Macy  are 
also  benefiting  from  falling  interest  rates  and  rising  houS 
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Dillard  Dept  Stores 
JC  Penney 
Mercantile  Stores 

21.61  26.2 
19.9  19.2 
15.9  13.1 
13.3  17.7 
10.1  6.7 

10.7  33.5 
13.2  37.7 

9.2  38.2 

11.8  25.5 
.  6.2  17.8 

7.6  79.7 

7.7  4.8 
16.5  12.0 

2.9  7.8 
4.2  3.9 

15.4  119.7 
11.8  20.7 
17.1  9.6 
NM  106.1 
-7.6  16.6 

591 
11,427 

5,036 
19,823 

2,737 

21 
665 
240 
880 

86 

3.5 
5.8 
4.8 
4.4 
3.1 

StrawbridRe 
Nciman  Marcus  Group 
Sears,  Roebuck 
Carter  Hawley  Hale 
Federated  Dept  Stores 

8.2  6.3 
1.8  5.8 
def  def 
NA  NA 
NA  8.1 

5.9  48.3 
7.6  45.4 
3.8  45.8 
NA  65.9 
5.2  46.1 

3.2  0.1 
9.4  10.4 
4.7  -0.9 
-6.1  1.1 
-2.3t  2.8 

-13.4  13.7 
NM  50.0 
NM  D-D 
NA  NA 
NA  NA 

970 
2,046 
51,195 
2,140 
7,144 

15 
47 

-45 
NA 

156 

1.6 
2.3 
def 
NA 
2.2 

Medians 

11.7  8.1 

7.6  41.8 

4.4  4.4 

-10.5  18.6 

3,887 

86 

3.1 

Apparel 

Filene's  Basement 
Gap 

CML  Group 
Limited 
TJX  Cos 

42.51  6.1 
38.3  24.2 

32.2  41.4 

28.3  19.2 
26.71  31.4 

7.1  20.0 
22.8  6.8 
43.7  24.3 
15.2  20.4 
18.7  23.8 

14.1  9.8 
23.6  11.7 
17.0  30.5 
14.5  10.3 

14.2  L7.0 

80.81  57.8 
30.7  -6.9 
NM  72.2 
15.6  6.2 
-16.9  215.7 

560 
3,166 

645 
7,252 
3,584 

7 

215 
58 
439 
126 

1.3 
6.8 
9.0 
6.1 
3.5 

Merry  Go  Round 
Ross  Stores 
Edison  Bros  Stores 
Charming  Shoppes 
Dress  Barn 

23.1  10.3 
20.7  15.3 
20.5  14.2 

18.3  17.0 

17.4  15.6 

9.1  30.7 
13.0  17.5 

11.2  29.5 

16.3  5.0 
15.6  0.0 

30.3  15.6 

12.8  9.5 
11.5  3.8 
12.7  10.6 

14.9  15.6 

25.3  18.4 
17.9  0.8 
11.6*  -7.2 
12.2  14.7 
NM  16.2 

925 
1,102 
1,500 
1,211 

420 

24 
33 
59 
80 
19 

2.6 
3.0 
3.9 
6.6 
4.5 

Nordstrom 
Melville 
J  Baker 

Burlington  Coat 
Genesco 

16.3  12.3 
14.9  5.1 
14.3  12.4 
13.3  14.5 
7.7  0.3 

10.0  23.3 
7.1  2.2 
9.5  40.8 

12.5  21.8 
3.1  42.0 

11.8  6.6 

12.4  2.1 
22.1  55.1 

15.5  21.6 
4.2  12.6 

6.6  1.3 
-9.3  -66.0 

NM  54.4 
12.5  36.4 

NM  -93.1 

3,552 
10,414 
803 
1,246 
579 

129 
132 
20 
43 
1 

3.6 
1.3 
2.5 
3.5 
0.1 

Jacobson  Stores 
Riown  Group 
US  Shoe 
Potrte  Stores 
AnnTaylor  Stores 
Goody's  Family 

6.5  3.6 
5.2  10.3 
2.9  def 
2.7  def 
NA  3.9 
NA  17.5 

4.0  53.9 
8.8  32.6 
def  29.7 
def  15.9 
5.6  43.6 
16.9  2.0 

4.3  4.7 
0.9  6.8 

4.4  0.4 
3.1  6.1 

14.4  8.6 
22.0  17.1 

-23.6  50.0 
-23.7  D-P 
-20.6  PD 
-26.2  P-D 

NM  500.0+ 
NA  -6.1 

417 
1,859 
2,645 
1,454 
493 
488 

3 
30 
-23 
-24 
10 
14 

0.8 
1.6 
def 
def 
2.1 
2.8 

Medians 

17.4  12.4 

10.0  23.3 

14.1  10.3 

-13.1  6.2 

1,211 

30 

2.8 

D-D:  Deficit  to  deficit.  DP:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Profit  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity,    NM:  Not  meaningful.    "Four-year  average.    IThree-year  average.    For  further  explanation,  see  page  105. 

Sowers:  f-orlwi,  Value  line  Data  Bass  Service  via  OneSource  Information  Services. 
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ing  starts.  The  home  mortgage  refinancing  boom  has  put 
$13  billion  into  consumers'  pockets.  Sears  is  making  a 
turnaround.  For  the  first  nine  months  of 1993,  consolidat- 
ed net  income  was  $1 .8  billion,  on  sales  of  $36  billion.  The 
focus  on  its  core  retail  business  is  paving  off.  For  the  nine 
months  ended  Oct.  30,  same-store  sales  were  up  8.5%. 
Profits  rose  to  $441  million,  from  a  loss  of  $8  million. 
Credit  Arthur  Martinez,  the  retail  division's  chairman, 
who  cut  costs,  improved  apparel  assortments  and 
strengthened  Sears'  private-label  business.  At  J.C.  Penney, 
same-store  sales  for  the  first  nine  months  of  1993  in- 
creased over  5%;  at  May  Department  Stores,  the  gain  was 


5.4%,  and  at  Dillard  Department  Stores  4%. 

A  small  but  very  rapidly  growing  segment  in  retailing  is, 
of  course,  television  shopping.  It  has  less  than  1%  of  the 
total  retail  pie,  but  over  the  last  12  months  sales  increased 
18%  at  qvc  Network.  Retail  consultant  Isaac  Lagnado 
thinks  that  segment's  revenues  will  grow  around  25% 
annually  over  the  next  couple  of  years.  Macy,  Saks, 
Nordstrom  and  other  traditional  retailers  are  getting  their 
feet  wet  in  the  new  technology. 

As  the  department  stores  have  been  recovering,  apparel 
specialty  retailers  such  as  the  Gap  and  the  Limited  have 
been  losing  market  share,  both  to  department  stores  and 


"A  department 
store  guy  can't  be  a 
category  killer" 

[fyou  think  department 
store  retailing  is  deaci,  how 
do  you  explain  May  De- 
partment Stores?  This 
$11.8  billion  (estimated 
1993  sales)  merchant  is 
very  much  alive  and  kick- 
ing. In  late  November  Da- 
vid Farrell,  chairman  and 
chief  executive  officer  of 
the  St.  Louis- based 
chain,  visited  May's  spar- 
kling new  200,000- 
square-foot  Filene's  store 
in  North  Shore  Mall  out- 
side Boston.  Then  he 
toured  Filene's  in  nearby 
Natick  Mall;  it's  being  ex- 
panded by  30,000  square 
feet,  to  accommodate 
home  furnishings  and 
electronics.  Next  year  May 
will  open  a  two-level, 
1 15,000-square-foot  Lord 
&  Taylor  store  in  the 
same  mall. 

Farrell  also  visited 
Kaufmann's  department 
store  in  the  Walden  Gal- 
leria  mall  in  Buffalo,  N.Y. 
Farrell  was  there  to  in- 
spect the  results  of  a 
50,000-square-foot  ad- 
dition. It  was  a  visit  that 
gave  Farrell,  60,  a  partic- 
ular touch  of  pride:  He  had 
started  his  long  career  at 
May  Department  Stores  by 
joining  Kaufmann's  37 
years  ago  as  an  assistant 


buyer  in  Pittsburgh. 

All  told,  the  May  de- 
partment store  empire  has 
310  outlets  under  flags 
such  as  Kaufmann's,  Fi- 
lene's, Lord  &  Taylor, 
Hecht's  and  Foley's. 

Last  year  May  opened 
13  new  department 
stores — more  than  dou- 
ble the  number  opened  in 
1992.  In  1993  May  also 
added  over  400  new  Payless 
ShoeSource  and  Payless 
Kids  stores,  bringing  the 
total  store  count  for  the 
Pavless  shoe  division  to 
some  3,800. 

By  1997,  100  more  de- 
partment stores  and  2,200 
Payless  stores  will  be 
opened,  at  a  cost  of  about 
$3  billion,  with  internally 
generated  cash. 

Farrell  says  that  over 
the  next  four  years,  up  to 
seven  percentage  points 
of  the  company's  11%  to 
13%  estimated  sales 
growth  will  come  from  new 
or  expanded  stores  and 
acquisitions. 

"We  have  created 
more  of  a  growth  environ- 
ment in  our  company," 
says  Farrell.  To  help  achieve 
that  growth,  Farrell,  chief 
executive  since  1979,  has 
consolidated  the  number 
of  department  store  divi- 
sions from  14  dow  n  to  8, 
and  improved  May's  distri- 
bution system.  Farrell 
also  moved  May's  mer- 
chandising headquarters 


from  New  York  to  St.  Lou- 
is, and  broadened  May's 
assortment  of  merchandise 
in  cosmetics,  apparel  and 
home  w  ares. 

But  he  also  eliminated 
some  categories,  such  as 
custom  draperies,  furs, 
lamps  and  curtains,  all  of 
which  were  low-margin 
items.  "There's  no  way  a 
department  store  guy  can 
be  a  category  killer,"  says 
Farrell. 

As  a  result  of  the 
streamlining,  consolidation 
and  rejiggering  of  the 


product  mix,  May's  over- 
head dropped  from  21% 
of  sales  in  1986  to  an  esti- 
mated 19%  in  1993,  and 
its  gross  margins  have  wid- 
ened from  30%  in  1986  to 
31 .5%.  Debt  is  now  less 
than  50%  of  capital, 
which  has  freed  up  more 
cash  to  finance  re-model- 
ings and  new  stores.  Wall 
Street's  earnings  estimate 
for  May's  fiscal  year  ending 
in  January  1994  is  for  a 
19%  profit  increase,  to 
$2.70  a  share,  or  over 
$700  million.     -Z.M.  B 


May  Department  Stores'  David  Farrell 
Creating  a  growth  environment. 
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>unt  stores.  "Every  department  store  is  cloning 
,  h  »k,"  says  Lagnado.  "They  also  opened  too  many 
res  on  too  many  corners,  cannibalizing  sales." 
Warehouse  stores  are  still  increasing  their  share  of  the 
retail  pie,  but  a  shakeout  has  begun — witness  the  merger 
of  Price  Co.  and  Costco  Wholesale  into  a  $15  billion 
company  and  the  purchase  of  91  Pace  Membership  clubs 
by  Wal-Mart's  Sam's  Club  from  Kmart.  This  should  help 
improve  margins  for  the  remaining  players  in  the  long  run. 


Unless  there's  a  surprisingly  strong  Christmas  selling 
season,  1993  will  not  go  down  on  the  books  as  a  good  year 
for  retailers  as  a  whole.  Carl  Steidtmann,  chief  economist 
at  Management  Horizons,  a  division  of  Price  Waterhouse, 
expects  retail  sales  for  1993  to  be  up  4.5% — slightly  higher 
than  1992. 

"There's  still  relatively  low  growth  in  consumer  in- 
come," says  Steidtmann,  "and  you're  starting  off  with  a 
relatively  low  savings  rate  and  a  fair  amount  of  debt."  M 


Retailing 

Profitability 

Growth 

Sales 

Net 
income 

Company 

Return  on  equity 

5-year  latest 
average     12  mos 

%  % 

Return  on 
capital 
latest 
12  mos 

•  % 

Debt/ 
capital 

% 

Sales 

5-year 
average 

% 

latest 
12  mos 

% 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

1 

latest 
12  mos 
$mil 

Profit 
margin 


latest 
12  mos 

% 


Consumer  electronics 

Circuit  City  Stores 

22.7 

21.1 

18.6 

3.3 

18.7 

21.8 

10.5 

41.1 

3,609 

123 

3.4 

1  nt a  1 1 1  n£i  n t  F  1  f^/*  t rt 

imeiiigcni  ciccirun 

1 Q  ft 
1  J  .0 

7  5 

8.0 

0.0 

91.3 

14  5 

NM 

-1  9  1 

9  9RR 

91 

n  q 

MicroAge 

14.4 

16.8 

16.2 

1.1 

41.8 

48.5 

6.5 

94.4 

1,510 

11 

0.7 

Inacom 

13.5 

11.3 

10.6 

13.1 

42.9 

39.6 

NM 

21.1 

1,382 

13 

0.9 

Good  Guys 

12.6 

8.2 

8.4 

0.0 

32.2 

9.6 

NM 

106.9 

552 

8 

1.4 

Tandy 

11.3 

def 

def 

7.6 

3.6 

-2.7 

-19.8 

P-D 

3,970 

-41 

def 

Roct  Ri  iu 
DcSi  Duy 

10  7 

1 3  i 

1 1  s 

1  1  .o 

i  r  ^ 

97  fi 

91  7 

<l  ,\JjJ 

9R 

1  9 

InterTAN 

def 

def 

def 

32.7 

2.3 

-18.6 

NM 

D-D 

570 

-106 

def 

CompUSA 

def* 

7.5 

6.6 

41.9 

82.2 

65.0 

NM 

-27.0 

1,515 

10 

0.7 

Medians 

12.6 

8.2 

8.4 

7.6 

32.2 

21.8 

NM 

21.1 

1,515 

11 

0.9 

Drug  &  discount 

Pamida  Holdings 

32.7 

def 

7.2 

95.2 

3.7 

3.1 

NM 

P-D 

640 

0 

0.1 

Wal-Mart  Stores 

31.2 

25.5 

17.3 

40.3 

28.2 

23.3 

25.0 

20.5 

64,142 

2,215 

3.5 

Venture  Stores 

28.7 

22.6 

16.7 

31.1 

6.8 

7.4 

15.4 

-4.5 

1,789 

45 

2.5 

Hook-SupeRx 

26.0t 

def 

3.8 

66.4 

10.8 

6.8 

NM 

P-D 

2,280 

-4 

def 

Family  Dollar  Stores 

21.5 

23.7 

22.5 

0.0 

14.4 

12.0 

23.6 

15.0 

1,297 

64 

5.0 

Walgreen 

on  a 

1  Q  Q 

iy.o 

ICO 

ib.y 

U.b 

11.0 

ll.U 

13.2 

1 1  0 
1 1 .2 

0  one 

o,2yb 

O  A  C 

24b 

5.0 

ShopKo  Stores 

18.7 

12.1 

9.5 

45.2 

9.7 

0.9 

12.1 

-15.7 

1,702 

43 

2.5 

Dollar  General 

16.1 

21.7 

21.9 

2.6 

8.7 

19.5 

37.3 

36.3 

1,042 

43 

4.2 

Dayton  Hudson 

15.8 

12.1 

8.1 

56.9 

10.5 

9  1 

1  9  1 

O.J 

1  ft  SR^ 
10.000 

346 

1  ft 
1 .0 

Genovese  Drug  Stores 

15.0 

15.8 

10.6 

31.8 

7.7 

4.4 

11.7 

20.9 

481 

8 

1.7 

Rite  Aid 

15.0 

12.6 

9.3 

32.0 

10.1 

8.0 

NM 

-0.7 

4,220 

130 

3.1 

Longs  Drug  Stores 

14.7 

10.3 

9.8 

0.0 

7.1 

1.0 

NM 

-5.1 

2,481 

49 

2.0 

Arbor  Drugs 

14.5 

6.1 

6.0 

12.6 

16.8 

12.2 

NM 

-56.1 

535 

7 

1.3 

Fay's 

14.4 

10.0 

8.5 

45.2 

13.7 

4.4 

8.2 

-11.7 

923 

9 

1.0 

Kmart 

13.8 

10.7 

8.5 

39.5 

8.1 

9.9 

NM 

-14.6 

40,762 

781 

1.9 

Mac  Frugal's  Bargains 

12.0 

4.9 

5.0 

15.6 

9.0 

3.9 

-17.4 

-65.7 

560 

11 

2.0 

Fred  Meyer 

11.9 

13.2 

10.3 

33.8 

9.1 

4.6 

NM 

17.1 

2,914 

65 

2.2 

Consolidated  Stores 

11.8 

17.6 

15.5 

25.3 

8.9 

15.6 

NM 

21.2 

1,011 

38 

3.8 

Woolworth 

10.6 

def 

def 

15.3 

7.1 

-0.2 

NM 

D-D 

9,945 

-284 

def 

Big  B 

7.8 

12.8 

9.3 

41.5 

16.6 

13.5 

NM 

29.2 

563 

11 

1.9 

Perry  Drug  Stores 

6.7 

9.0 

7.2 

56.2 

-1.4 

2.5 

NM 

10.6 

689 

6 

0.9 

Drug  Emporium 

3.0 

def 

2.6 

51.1 

19.9 

0.5 

NM 

D-D 

759 

-1 

def 

Jamesway 

def 

def 

def 

72.6 

4.0 

-9.3 

NM 

D-D 

789 

-62 

def 

Rose's  Stores 

def 

def 

def 

51.7 

NM 

1.0 

NM 

D-D 

1,383 

-57 

def 

Hills  Dept  Stores 

def 

NE 

13.8 

147.8 

NM 

1.4 

14.1 

155.0 

1,730 

33 

1.9 

Ames  Dept  Stores 

NA 

NA 

NA 

90.2 

NM 

-10.4 

NA 

NA 

2,402 

NA 

NA 

Bradlees 

NA 

11.0 

6.6 

52.8 

-3.1 

5.1 

NA 

-10.7 

1,857 

18 

1.0 

Caldor 

NA 

19.1 

11.4 

50.4 

6.6 

14.5 

120.4t 

25.1 

2,306 

40 

1.7 

Eckerd 

NA 

NA 

NA 

130.6 

7.9* 

6.1 

NM 

NA 

4,036 

NA 

NA 

F&M  Distributors 

NA 

12.6 

7.1 

66.1 

21.5 

0.1 

NA 

NA 

725 

9 

1.2 

Revco  DS 

NA 

4.8 

6.5 

34.4 

-4.0 

8.0 

NA 

NA 

2,290 

19 

0.8 

Value  City  Dept  Stores 

NA 

26.9 

25.9 

19.2 

17.6 

27.2 

32.41 

27.6 

842 

40 

4.8 

Medians 

14.5 

11.5 

8.9 

40.9 

8.8 

5.6 

NM 

-2.6 

1,716 

26 

1.9 

D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  P-Z:  Prof  it  to  zero.  Z-D:  Zero  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative 
equity.    NM:  Not  meaningful.    "Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Profitability 

Growth 

Sales 

Net 
income 

Profit 
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■ 

Company 

Return  on  equity 

5-year  latest 
average     12  mos 

%  % 

Return  on 

.capital 
latest  Debt/ 
12  mos  capital 

%  '      .  % 

Sales 

5-year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5 -year  latest 
average     12  mos 

%.  % 

late; 
12  m 
$mi 

late; 
12  m 
$m 

latest 
12  mos 

Home  improvement 

Home  Depot 
Waban 
Lowe's  Cos 
Grossman's 
necmngci 
Payless  Cashways 

25.7  18.4 
15.0*  9.1 
9.2  16.0 
3.9  def 

5   1                  C  C 
O.l  0.0 

NA  38.3 

14.5  23.7 
7.2  27.3 

12.6  41.1 
def  26.8 

0.1               O  /  .0 

8.6  59.4 

37.4  32.3 
20.9  15.2 
8.7  18.0 
-7.1  -0.3 

1  o  E  ion 

7.4  2.7 

38.0  29.5 
13.71  -3.2 
NM  302.5 
-19.5  P-D 

MM                 Pi  D 

NM  U-r 
NA  NA 

8,770 
3,637 
4,302 
827 

o  mo 

2,558 

442 
40 
118 

-67 

oc 
Zb 

44 

5.0 
1.1 
2.8 
def 

1  Q 
l.O 

1.7 

Medians 

9.2  12.6 

7.9  32.4 

14.1  13.6 

-19.5  29.5 

3,098 

42 

1.5 

Home  shopping 

Service  Merchandise 
Blair 

Lands'  End 
Viking  Office  Prods 
Spiegel 

56.8  41.3 
27.6  17.4 
26.3  26.5 
19.0*  18.7 
11.0  6.0 

14.9  78.2 
17.3  0.0 
26.1  0.0 
19.5  0.0 
5.4  66.8 

5.5  6.1 
6.5  3.7 

16.1  10.6 

34.2  30.6 
14.9  18.1 

16.4  -1.2 
6.8  -10.4 
NM  15.8 

23.4*  53.8 
-14.6  77.4 

3,748 
508 
802 
470 

2,436 

83 
30 
37 
20 
29 

2.2 
6.0 
4.6 
4.4 
1.2 

QVC  Network 
Home  Shopping 
CUC  International 
Hanover  Direct 
Fingerhut  Cos 

9.6  14.1 
7.0  0.5 
1.9*  47.7 
def  NE 
NA  15.7 

15.4  1.4 
3.0  30.2 
39.1  10.4 
33.6  70.2 
12.3  34.7 

57.9  17.9 

8.8  -4.0 
23.5  17.5 

6.9  -3.5 
9.9  15.5 

NM  21.7 
NM  -97.6 
47.8t  110.3 
NM  D-P 
NA  31.1 

1,191 
1,053 
809 
581 
1,756 

72 
1 

72 
10 
70 

6.1 
0.1 
8.9 
1.8 
4.0 

Medians 

11.0  16.6 

16.4  20.3 

12.4  13.1 

-14.6  26.4 

931 

34 

4.2 

Specialty  retailers 

AutoZone 
Blockbuster 
Sotheby's  Holdings 
CPI 

Trans  World  Music 

32.8  29.2 
31.5  24.3 
19.5  5.5 
19.2  9.4 

18.9  8.9 

29.9  1.0 
20.5  27.8 

5.2  0.0 

9.3  0.2 
8.2  39.7 

22.8  21.4 
66.7  80.5 
-7.5  1.8 
8.8  2.0 
18.5  9.8 

75.5  35.6 
60.0  42.9 
-17.1  -4.8 
NM  -28.4 
NM  -26.7 

1,217 
1,901 
233 
448 
473 

87 
207 
10 
16 
10 

7.1 
10.9 
4.5 

3.6 
2.1 

Tiffany 
Toys  'R'  Us 
Russ  Berrie  &  Co 
Musicland  Stores 
Jostens 

18.8  def 
18.4  15.2 

17.0  11.2 
16.4*  12.4 

15.1  def 

def  37.5 
12.6  18.6 
10.9  0.0 
13.5  53.1 

def  14.3 

17.0  5.8 
17.2  13.7 

6.4  -19.9 
15.2  13.2 

9.7  4.5 

NM  P-D 
13.7  25.0 

NM  -52.5 
42.0t  15.0 

NM  P-D 

511 
7,351 

326 
1,118 

928 

-20 
447 
26 
26 
-8 

def 
6.1 
8.1 
2.3 
def 

Michaels  Stores 
Pier  1  Imports 
Heilig-Meyers 
Pep  Boys 
Smart  &  Final 

13.6  14.6 
13.5  9.7 

12.8  13.8 
12.5  12.0 

11.9  13.3 

9.7  36.8 
7.6  41.2 

12.3  27.7 
9.9  32.5 

13.4  2.0 

22.6  24.4 

13.4  8.8 
15.9  28.5 

15.5  7.9 

14.7  13.3 

NM  16.9 
NM  -23.9 
13.3  31.3 
5.8  16.1 
NM  6.1 

566 
651 
746 
1,216 
828 

23 
20 
44 
62 
15 

4.1 
3.0 
6.0 
5.1 
1.9 

Fabri-Centers  of  Amer 
Office  Depot 
House  of  Fabrics 
Staples 
Egghead 

11.1  2.4 

11.0  13.7 

10.1  def 
8.5*  9.1 
5.9  2.1 

3.2  49.5 
11.1  34.8 
def  2.4 

7.0  35.2 

2.1  0.6 

16.7  7.0 
92.9  40.9 
12.0  0.7 
80.0  30.8 
27.6  12.9 

NM  -48.0 
38.1*  60.6 

NM  P-D 
40.7t  58.1 

NM  -76.0 

586 
2,248 

557 
1,056 

759 

4 
54 
-28 

22 
3 

0.7 
2.4 
def 
2.1 
0.4 

General  Host 
Dart  Group 
Getty  Petroleum 
General  Nutrition  Cos 
Jenny  Craig 

2.9  def 
2.9  0.4 
def  5.6 
NE  45.2 
NE  41.3 

1.7  56.2 
3.5  19.6 

6.8  48.6 
11.0  60.8 
41.7  0.0 

6.1  5.8 
24.9  6.4 
-4.2  -21.3 

4.4  20.4 
44.3  8.0 

NM  P-D 
-36.9*  -86.8 
NM  D-P 
NA  NA 
5.1t  -16.1 

562 
1,301 
825 
517 
492 

-7 
1 
4 
21 
35 

def 
0.1 
0.6 
4.1 
7.1 

Levitz  Furniture 
Kohl's 

Price/Costco 

NE  NE 

NA  25.5 
NA  NA 

11.2  116.1 
16.9  29.8 
NA  33.1 

-0.5*  10.4 
14.9t  18.9 
NA  NA 

NM  D-D 
NM  102.8 
NA  NA 

967 
1,231 
15,174 

1 

50 
224 

0.1 
4.1 
1.5 

Medians 

12.6  9.7 

9.7  31.1 

15.5  9.8 

NM  -10.4 

792 

21 

2.4 

Industry  medians 

13.6  11.6 

9.4  31.5 

11.8  9.1 

-23.6  10.6 

1,224 

25 

2.1 

All-industry  medians 

11.5  11.7 

8.4  33.1 

6.7  5.1 

-19.8  8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 
equity.    NM:  Not  meaningful.    *  Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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Transport 

The  growing  economy  helped  most  transportation 
I  companies  last  year.  Without  strikes  and  floods, 
I  1994  could  be  even  better. 


By  Michael  Schuman 

Things  are  looking  up  in  the  transportation  sector.  Over 
the  last  12  months  many  of  the  companies  in  this  survey 
that  lost  money  during  the  same  time  in  1992  were  back  in 
the  black  in  1993.  The  median  company  on  our  list  posted 
a  4.9%  sales  gain  over  die  last  four  quarters,  compared  with 
a  2.1%  gain  in  the  year-earlier  period. 


Railroads  continue  to  reap  the  benefits  of  work  rule 
changes  and  other  labor  concessions.  CSX,  for  example,  has 
cut  its  total  operating  costs  per  carload  shipped  by  13% 
since  1990.  Intermodal  traffic — the  moving  of  manufac- 
tured goods  in  containers  over  rail,  truck  and  ship — was  up 
nearly  8%  through  November  1993.  James  Higgins  at 


Transport 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Company 

Return  on  equity 

5-year  latest 
average     12  mos 

%           %  • 

Return  on 
capital 

latest  Debt/ 
12  mos  capital 

%  % 

Sales 

5 -year  latest 
average     12  mos 

%  % 

Earnings  per  share 

5-year  latest 
average     12  mos 

%  % 

. latest 
12  mos 
$mil 

late; 
12  m 
$mi 

latest 
12  mos 

% 

DailrAaflc 

Union  Pacific 
Kansas  City  Southern 
Burlington  Northern 
Norfolk  Southern 
CSX 

12.3  14.2 
10.3  16.3 
10  3        16  8 

9.5  12.3 
4.2  12.1 

7.9  35.7 
12.8  49.6 
8.4  31.9 
6.8  17.7 
6.6  37.2 

4.5  4.4 
7.5  27.9 
1.0  0.5 
1.7  0.4 
2.5  1.2 

NM  -8.5 
7.9t  37.7 
8.6  5.6 
24.8  460.6 
NM  D-P 

7,496 
899 
4,649 
4^551 
8,870 

662 
84 
289 
517 
360 

8.8 
9.4 
6.2 
11.4 
4.1 

Conrail 

Santa  Fe  Pacific 
Southern  Pacific  Rail 
Chicago  &  N  Western 
Illinois  Central 

4.1  7.6 
def*  47.0 
deft  NE 
NA  28.2 
NA  24.2 

6.2  32.9 
16.6  32.4 
7.2  79.6 
6.9  70.5 
12.8  39.9 

NM  1.9 
1.5  5.5 
1.8t  0.1 
1.2  4.2 
-0.1  5.4 

11.7  D-P 
NM  D-P 
NA  D-P 
NA  D-P 
NA  9.3 

3,400 
2,625 
2,887 
1,024 
570 

220 
446 
3 
41 
82 

6.5 
17.0 
0.1 
4.0 
14.5 

Medians 

6.9  15.2 

7.6  36.5 

1.6  3.1 

7.9  D-P 

3,144 

255 

7.7 

Trucking  &  shipping 

Arkansas  Best 
Alexander  &  Baldwin 
JB  Hunt  Transport 
Roadway  Services 
Yellow  Corp 

23.1*  13.8 
21.3  11.4 

17.7  12.0 

15.8  12.6 
8.6  2.6 

9.7  15.8 
6.0  42.4 
7.2  39.3 
12.1  0.0 
2.4  4.9 

5.4  3.9 
3.3  20.3 
24.9  16.3 
13.3  11.9 
5.1  16.6 

NM  NA 
-8.6  -4.8 

6.3  -5.8 
22.6  -13.6 

NM  -63.3 

982 
869 
1,007 
3,914 
2,656 

19 
64 
37 
128 
13 

1.9 
7.4 

3.7 
3.3 
0.5 

American  President 
TNT  Freightways 
Overseas  Shipholding 
Carolina  Freight 
Consol  Freightways 
Landstar  System 
Mayflower  Group 

8.2  14.5 
8.0  12.1 
5.2  0.4 
def  def 
def  0.1 
NA  25.8 
NA  10.0 

9.2  22.1 
9.0  45.7 
1.9  45.6 
def  45.9 

5.4  31.0 
17.2  36.5 

6.5  48.3 

5.9  -0.1 
18.4  16.0 
7.2  5.4 
6.2  6.8 
12.8  1.7 
2.5t  NA 
NA  NA 

NM  -5.6 
8.0  44.3 
NA  -87.7 
NM  D-D 
NM  D-P 
NA  NA 
NA  NA 

2,502 
881 
386 
842 

4,105 
747 
694 

70 
24 

3 
-8 
41 
11 

8 

2.8 
2.7 
0.8 
def 
1.0 
1.5 
1.2 

Medians 

8.4  11.7 

6.8  37.9 

6.2  9.4 

NM  -5.8 

932 

22 

1.7 

Air  freight 

Air  Express  IntI 
Harper  Group 
Airborne  Freight 
Federal  Express 
Pittston  Services 

26.8  26.9 

10.9  13.7 
8.4  7.8 
2.4  8.1 
NA  NA 

28.8  52.2 
11.3  17.4- 
5.7  54.7 
6.3  52.5 
NA  25.0 

10.3  4.0 
14.7  -1.8 

19.4  13.5 
14.4  4.9 

7.5*  11.1 

19.2  -1.9 
-9.4  376.6 
NM  500.0+ 
NM  D-P 
NA  NA 

689 
426 
1,646 
7,959 
1,528 

18 
18 
26 
133 
NA 

2.6 
4.2 
1.6 
1.7 
NA 

Medians 

9.6  10.9 

8.8         52.2         14.4  4.9 

NM  477.2 

1,528 

22 

2.1 

Industry  medians 

8.5  12.2 

7.2         37.2          5.7  4.9 

NM  37.7 

1,528 

41 

3.0 

All-industry  medians 

11.5  11.7 

8.4         33.1          6.7  5.1 

-19.8  8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative 

equity.    NM:  Not  meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  105. 

Sources:  Forbes:  Value  'Jne  Data  Base  Service  via  OneSource  Information  Services. 
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jerman-born  Guenter 
iohrmann,  chief  execu- 
ive  of  Darien,  Conn.- 
?ased  Air  Express  Inter- 
lational,  is  the  kind  of exec- 
ltive  who's  willing  to 
ake  some  short-term  hits 
n  return  for  bigger  pay- 
offs further  down  the  road. 

Last  year  Rohrmann 
nought  Rotterdam -based 
/otainer,  a  $100  million 
sales)  ocean  freight  ser- 
vices company  that  was 
osing  money.  As  a  result, 
L993  earnings  per  share 
it  Air  Express  International 
vill  probably  be  down 


about  10%.  But  Rohrmann 
figures  that  the  $15  mil- 
lion investment — paid  for 
by  an  offering  of  convert- 
ible bonds — will  give  him 
good  leverage  to  expand 
on  the  Continent  and  be 
well  positioned  for  the 
day  when  the  European 
economies  pick  up. 

Rohrmann,  54,  has  al- 
ready done  wonders  with 
Air  Express  since  becom- 
ing ceo  in  1989.  He  turned 
the  freight  forwarder 
around  after  moneylosing 
years  in  1987  and  1988 
by  targeting  high-weight, 


high-volume  business- 
es— heavy  machinery  and 
electronic  components, 
for  example — with  fatter 
margins.  His  acquisition 
of  the  European  company 
Pandair  in  1987  put  Air 
Express  on  the  path  to  be- 
coming the  top  U.S. 
freight-fowarder  in 
Europe. 

Air  Express,  with  $689 
million  in  latest  12  month 
sales,  now  has  158  com- 
pany-owned offices  around 
the  world  but  doesn't 
own  planes  or  trucks.  In- 
stead, shipping  space  is 


purchased  from  other  carri- 
ers. That  means  Rohr- 
mann can  avoid  the  costs  of 
maintaining  an  idle  fleet 
of  aircraft  or  trucks  during 
an  economic  slowdown. 

Bottom  line:  Despite  a 
worldwide  recession,  Air 
Express'  per-share  earn- 
ings have  risen  an  estimated 
51%  since  1990. 

"If  Air  Express  can  do 
this  well  in  a  recession,"  says 
Kevin  Murphy,  an  analyst 
at  Morgan  Stanley,  "imag- 
ine what  the  company  can 
do  when  the  economy  picks 

up."  -M.S.  wm 


Srown  Brothers  Harriman  expects  earnings  at  the  six 
ailroads  he  follows  to  jump  about  7%  in  1993.  (The  six  are 
Jnion  Pacific,  CSX,  Burlington  Northern,  Norfolk  South- 
:rn,  Consolidated  Rail  and  Santa  Fe  Pacific.) 

Not  that  everything  was  rosy  for  the  rails  during  the  past 
'ear.  Last  year's  coal  strike  hurt  lines  like  the  Illinois 
Dentral  and  CSX.  And  last  summer's  floods  in  the  Midwest 
:aused  about  $250  million  in  damages,  plus  additional 
:osts  rerouting  trains.  Burlington  Northern  had  550  miles 
>f  track  along  the  Mississippi  and  Missouri  rivers  underwa- 
ter, costing  the  company  about  $80  million.  Assuming  no 
uch  catastrophes  occur  in  1994,  and  that  the  economy  is 
trong,  Higgins  thinks  his  six  railroads  will  increase  profits 
w  25%  on  average. 

Truckers  faced  different  problems.  Tonnage  and  oper- 
iting  revenues  were  up  7%  in  the  first  nine  months  of 
1993,  but  so  were  expenses,  say  the  American  Trucking 
Associations.  Fuel  taxes  were  raised  4.3  cents  per  gallon  on 


Oct.  1  and  truckers  were  forced  to  use  low-sulfur  fuel, 
increasing  costs  by  at  least  another  4  cents  a  gallon. 

Less-than-truckload  carriers — which  move  smaller 
shipments  of  goods  through  a  series  of  transfer  hubs — 
were  hurt  by  high  labor  costs.  In  contrast,  publicly  held 
truckload  carriers — those  that  ship  goods  directly  between 
two  points — saw  revenues  jump  about  20%  despite  serious 
problems  with  driver  turnover.  The  big  firms,  like  J.B. 
Hunt,  are  running  smaller  rivals  out  of  business.  Average 
equity  return  for  truckload  carriers:  about  15.5%  last  year, 
slightly  better  than  for  the  less-than-truckload  operators. 

Maritime  shipping  showed  minor  improvement — the 
subgroup's  median  equity  return  was  roughly  7.5%.  The 
U.S.  is  importing  an  extra  1  million  barrels  of  oil  a  day, 
mainly  from  the  Persian  Gulf,  and  exports  to  Asia,  especial- 
ly China,  are  up.  But  Europe  is  slow,  and  shipments  from 
the  former  Soviet  Union  were  disappointing — stories 
abound  of  ships  trapped  by  bureaucratic  red  tape.  Hi 
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Last  year  the  airlines 

lost  $1  billion, 

an  amazing  improvement. 


By  William  Hcuslein 

Last  year  the  airlines  lost  $1  billion.  That  sounds  pretty 
bad,  until  you  recall  that  the  industry  lost  $4  billion  in 
1992.  The  last  time  the  airline  industry  was  profitable  was 
back  in  1989.  Total  losses  since  then:  $11  billion. 

With  a  negative  five-year  average  return  on  equity,  the 
airlines  make  the  travel  industry  the  worst  performer  of  the 
21  industry  groups  in  this  survey  of  U.S.  industry. 

The  problem  is  no  mystery.  Airlines  still  have  too  much 
capacity,  labor  that  is  too  expensive,  and  they  routinely  try 
to  kill  each  other  with  fare  wars.  Continental  and  TWA 
operated  under  Chapter  1 1  bankruptcy  protection,  where 


they  could  create  havoc  with  fares.  When  they  emerged 
from  Chapter  11  in  1993,  they  cut  prices  to  win  back 
passengers,  and  created  more  havoc. 

For  the  older,  unionized  carriers — United,  American, 
Northwest,  Delta  and  USAir — expensive  union  contracts 
put  them  at  great  disadvantage  to  Kiwi,  Reno  and  other 
smaller,  more  flexible  airlines.  Says  First  Boston  airlines 
analyst  Paul  Karos,  "The  absolute  critical  issue  for  1994  is: 
As  the  airlines  shrink  their  capacity,  will  they  be  aggressive 
enough  in  cutting  their  overhead  and  infrastructure  costs 
to  limit  upward  pressure  on  unit  costs?" 


Disney's  Michael 
Eisner  and  friends 
"You've  got  to 
either  paddle 
your  canoe 
faster  than  the 
water  or  slower. 
You  just  can't  let 
the  water  take  you 
where  it  wants." 


The  mouse  that 
roars  and  roars 

Euro  Disney  is  giving 
Walt  Disney  Co.  a  huge 
headache.  In  its  fourth 
quarter  Walt  Disney  took  a 
$350  million  pretax 
charge  on  its  49%  share  in 
the  theme  park  just  out- 
side Paris;  this  led  to  Dis- 
ney's first  quarterly  net 
loss  ($78  million)  in  almost 
a  decade.  Negotiations 
are  under  way  between 
Euro  Disney,  its  banks, 
Disney  and  the  French  gov- 
ernment to  restructure 
the  $3.6  billion  debt  load. 

But  Disney  Chairman 
Michael  Eisner  is  taking  the 
Euro  problems  in 
stride — and  is  determined 
not  to  sit  still.  "You've 
got  to  either  paddle  your 
canoe  faster  than  the  wa- 
ter or  slower,"  he  says. 
"You  can't  let  the  water 
take  you  where  it  wants." 

In  November  the  $8.5 
billion  (revenues)  Burbank, 
Calif  -based  company  an- 
nounced plans  to  build  its 
third  U.S.  theme  park 
complex.  To  be  known  as 
Disney's  /Ymeri    and  lo- 


cated in  Prince  William 
County,  Va.,  30  miles 
outside  Washington,  the 
park  will  have  a  historical 
theme.  Price:  $750  million. 

Over  the  next  five  years 
Disney  will  open  at  least 
eight  new  company- 
owned  hotels  (three  are  al- 
ready under  construc- 
tion) at  Disney  World  in 
Orlando,  Fla.,  adding 
1 1 ,000  rooms  to  its 
1 1 ,200-room  capacity 
there.  Also  in  the  works  for 
Orlando:  a  third  water 
adventure  park  (Blizzard 
Beach)  and  a  Planet  Hol- 
lywood restaurant;  there 
are  also  plans  for  a  100- 
acre  amateur  sports  center, 
with  a  5,000-seat  stadi- 
um and  training  facilities. 

Disney  and  the  sports 


business  are  natural  allies. 
Disney's  new  profession- 
al hockey  team,  the  Mighty 
Ducks,  is  named  after  a 
popular  1992  movie  about 
a  group  of  underdog  kids 
playing  hockey.  A  sequel  is 
on  its  way.  With  254  re- 
tail stores,  Disney  should 
sell  mountains  of  hockey 
sweatshirts,  T  shirts  and 
other  Ducks  merchan- 
dise. Oppenheimer  &  Co. 
analyst  Jessica  Reif  thinks 
Disney's  merchandising  , 
group  revenues  and  oper- 
ating income  will  continue 
to  grow  rapidly,  to  $  1 .9 
billion  and  $590  million, 
respectively,  by  1995. 

The  film  side  of  Disney 
is  growing,  too.  In  spring 
1993  it  acquired  inde- 
pendent film  company  Mir- 


amax (The  Crying  Game, 
Madonna's  Truth  or  Dare 
and  The  Piano).  Disney  is 
stepping  up  production 
and  expects  to  be  releas- 
ing over  50  films  this  year. 
Meanwhile,  video  re- 
leases of  Aladdin,  Beauty 
and  the  Beast  and  other 
recent  animated  films  have 
probably  earned  the  com- 
pany over  $800  million 
(Forbes,  Nov.  22,  1993). 

Longer  term,  Eisner  is 
contemplating  a  Westcot 
Center  next  to  Disney- 
land in  California.  This 
takeoff  on  Florida's  Ep- 
cot  Center  could  cost  $2.5 
billion.  A  fourth  park  in 
Florida  (maybe  an  animal 
habitat)  is  also  possible. 

But  new  competition 
looms.  Denmark's  shrewd 
Lego  Group  is  exporting 
its  successful  park  concept 
to  California  (see  p.  70). 

Is  the  theme  park  mar- 
ket becoming  saturated? 
"The  field  has  become 
much  more  crowded,  so  it's 
more  difficult  to  make  a 
high  return,"  notes  Merrill 
Lynch  analyst  Harold 
Vogel.  "But  if  anyone  is  go- 
ing to  pull  it  off,  it  would 
be  Disney."      -W.H.  B 
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DO  YOU  WANT  THEIR  ATTENTION? 


In  1993  . 
Atlantic  Publishing 
Group,  Inc.  introduced 
Investment  Profiles 
to  the  Financial  Services 
Community. 


Investment  Profile. 
is  upscale.  It  combines 
quality  editorial  and 
state-of-the-art  charts. 


This  targeted  publication 
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consumer  advertisers. 
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Toward  this  end,  some  airline  managements  have  been 
trying  to  make  the  unions  their  partners.  Last  summer 
Northwest  Airlines  agreed  with  its  employees  to  trade 
nearly  $900  million  in  wage  and  benefit  concessions  over 
three  years  in  exchange  for  up  to  37.5%  of  the  company.  In 
December  UAL  Corp.  and  its  unions  got  back  together  in 
efforts  to  negotiate  a  union  buyout  of  a  majority  stake  in 
UAL,  the  parent  of  United  Airlines. 

Profits  can  be  made.  Thanks  to  AMR  Corp.  Chief 
Executive  Robert  Crandall's  aggressive  cost-cutting, 
American  Airlines  made  money  in  its  June  and  September 
quarters.  But  in  November  the  carrier's  flight  attendants 
went  on  strike.  Crandall  tried  to  hold  the  line,  but 
President  Clinton  intervened,  forcing  Crandall  to  submit 
the  dispute  to  binding  arbitration.  Morgan  Stanley's 
Kevin  Murphy  expects  AMR  to  show  a  loss  of  $78  million, 
or  about  $1  a  share,  for  1993. 

Continental  is  trying  to  emulate  Southwest  Airlines  by 
offering  low-fare,  short-haul  flights.  CALite,  Continen- 
tal's new  service,  provides  direct,  frequent  flights  between 
cities  and  is  not  tied  to  its  hub  and  spoke  system.  South- 
west is  expanding  in  the  eastern  U.S.  It  also  agreed  to  buy 


Salt  Lake  City  upstart  Morris  Air  for  $  1 30  million  in  stock. 

Back  on  the  ground,  Las  Vegas'  gambling  industry  is 
betting  lavish  complexes  that  combine  casinos  and  hotels 
with  elaborate  theme  parks  will  pull  in  a  new  generation  of 
punters  and  their  kids  (FORBES,  Jan.  4  and  Dec.  6,  1993). 
Among  the  new  spectacles:  the  $1.1  billion  MGM  Grand 
Hotel,  Casino  &  Theme  Park;  Mirage  Resorts'  $475 
million  pirate-themed  Treasure  Island;  and  Circus  Circus 
Enterprises'  $375  million  Luxor  pyramid  resort. 

If  the  gamblers  don't  show  up  in  Nevada,  it  may  be 
because  they're  losing  their  money  on  a  riverboat  casino, 
in  an  old  mountain  mining  town  or  on  an  Indian  reserva- 
tion. Casinos  are  popping  up  all  over  the  U.S.;  Philadel- 
phia could  soon  be  serious  competition  for  Atlantic  City 
(Forbes,  Nov.  8,  1993),  and  New  Orleans  is  expected  to 
have  a  casino  this  year. 

Cruise  ships  are  popular  with  gamblers.  The  most 
successful  operator  is  Carnival  Cruise  Lines,  with  a  ship, 
itinerary  and  price  point  for  almost  every  demographic 
group  (Forbes,  Dec.  20,  1993).  One  British  company  not 
in  our  survey,  Virgin  Atlantic  Airways,  plans  to  offer 
gambling  on  its  transatlantic  flights.  m 
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ktzumi  hand  drum:  A  traditional  Japanese  musical  instrument 
'hid  i  requires  delicate  tuning 


r 
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MifJMINTMWOIOOMIt 

Will  the  U.S.  and  Japan  be  capable  of  settling  differences  ment  once  remarked,  the  Tsuzumi  sounds  best  when  its 

over  their  colossal  trade  imbalance  and  reaffirm  their  Pacific  strings  are  adjusted  occasionally  so  as  to  be  "not  too  tight, 

partnership?  but  not  too  loose" — a  theory  well  worth  applying  to  the  rela- 

Or,  will  they  resign  themselves  to  narrow-minded  protection-  tionship  between  the  United  States  and  Japan, 

ism  and  fail  to  work  together  in  helping  to  solidify  the  new  world  The  following  pages  contain  candid  views  and  comments 

order  as  two  of  the  world's  most  responsible  economic  powers?  by  leaders  of  Japan's  major  corporations  and  their  subsidiaries 

Despite  serious  domestic  problems  affecting  both  nations  in  the  U.S.  on  how  they  regard  the  present  strain  in  U.S. -Japan 

respectively,  the  encouraging  sign  is  that  the  leaders  of  both  relations,  caused  primarily  by  Japan's  huge  trade  surpluses, 

nations  are  actually  meeting  eyeball-to-eyeball  to  work  out  and  what  to  do  about  it. 

ways  to  join  hands  in  sorting  out  their  differences,  which  have  Their  remarks  also  reflect  a  resolve  to  combat  Japan's  cur- 
serious  bearings  on  the  development  of  the  Asia-Pacific  region,  rent  recession  and  to  build  their  companies'  futures  when 

At  no  point  in  postwar  history  have  efforts  toward  closer  ties  most  Japanese  industries  face  the  enormous  task  of  restruc- 

across  the  Pacific  been  more  strongly  called  for  than  now.  turing  their  export-oriented  businesses — the  very  basis  of 

As  a  famed  master  of  the  ancient  Japanese  musical  instru-  Japan's  remarkable  postwar  success  story. 


Yoichi  Morishita 

Matsushita  Electric  Industrial  Co.,  Ltd. 


/     1  ne  of  the  first  things  Yoichi 
I     I  Morishita  did  after  taking  over 

as  President  of  Matsushita 
Electric  last  February  was  appeal 
to  his  employees  to  "get  back  to  the 
basics"  of  a  simple  philosophy  enter- 

_  tamed  by  the  firm's  late  founder, 

4  Konosuke  Matsushita. 


"The  customer  comes  first,"  was  what 
founder  Matsushita,  who  passed  away 
in  1989  at  94,  constantly  preached. 
Following  this  ideal,  Matsushita  pro- 
pelled his  small  electric  appliances 
workshop,  founded  in  1918,  into  a  $60 
billion  global  group  of  companies. 

Morishita  wished  to  remind  every- 


body that  the  founder's  words  continue 
to  remain  the  core  of  Matsushita's 
corporate  ethos  today. 

Under  such  a  principle,  says 
Morishita,  "We  consider  it  our  mission 
to  make  a  positive  contribution  to 
society,  first  and  foremost,  and  believe 
such  a  posture  will  ultimately  reflect 
on  the  balance  sheet  because  the 
customer  always  buys  products  he 
appreciates— recession  or  not." 

Morishita  is  candid  about  his  firm's 
declining  performance — a  38%  drop 
in  operating  profits  in  1992  from 
the  previous  year.  "Our  profits  have 
declined,"  he  declares.  "It  means 
we  are  not  contributing  to  society  as 
positively  as  before— in  spite  of  our 
efforts  in  that  direction." 

It  is  this  belief  that  is  driving 
Morishita  to  tackle  a  series  of  dynamic 
structural  changes  aimed  at  revitaliz- 
ing Matsushita. 

While  initially  reinforcing  the  group's 
marketing  network  to  increase  sales 
and  profits,  Morishita  is  vigorously 
pursuing  the  creation  of  innovative 
new  products  as  a  mid-  and  long- 
range  goal. 

"Coming  up  with  merchandise  based 
on  innovative  ideas,"  asserts  Morishita, 
"should  be  the  mission  of  everybody 
whose  business  is  manufacturing." 

Morishita  believes  that  Japanese 
manufacturers,  his  firm  included,  are 
urgently  called  on  to  develop  original 
technology,  not  only  to  pull  them- 
selves through  the  current  recession, 
but  to  contribute  to  the  developing 
world  outside  Japan. 
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"Japanese  industry  has  done  well, 
lanks  to  technology  developed  and 
iade  available  by  advanced  Western 
ations,"  he  observes.  "Now,  Japan 
wes  it  to  the  world  to  release  tech- 
Dlogy  that  will  help  developing 
ations,  especially  those  in  Asia,  to 
rovide  an  impetus  to  speed  up  their 
idustrialization  process." 
However,  says  Morishita,  simple  tech- 
Dlogy  transfer  will  have  an  adverse 
:fect  on  the  Japanese  economy, 
jnless  Japan  manages  to  create  a 
3w  market,  as  it  has  done  before 
ith  VCRs  and  color  TVs." 
For  that  purpose,  Morishita  strongly 
rges  the  Japanese  government  to 
onerously  invest  in  basic  research, 
rjw  conducted  primarily  at  univer- 
ty  labs. 

"Private  industries  have  committed 
jnsiderable  funds  to  R&D,  mostly  for 
Dmmercial  application  of  technology," 
2  says.  "However,  in  view  of  the  sheer 
amand  for  technological  innovation, 
le  government  must  from  now  on 
ack  basic  research." 
As  for  Japan's  global  role,  Morishita 
convinced  that  Japan,  as  the  worlds 
)le  holder  of  a  surplus  in  its  current 
xount  balance,  should  "respond  to 
ie  expectations  and  requests  of  other 
)untries  by  recycling  the  surplus 
ack  into  the  world  economy." 
Morishita  is  convinced  that,  in 
laintaining  "the  world's  most  impor- 
nt  bilateral  relations"  with  the  U.S., 
pan  should  play  a  larger  burden- 
laring  role  while  increasing  its 
resence  as  an  advocate  of  free  trade 
ad  the  principles  of  the  market 
;onomy. 

"Japan  should  work  to  build  a  truly 
aual  partnership  with  the  U.S.,"  asserts 
iorishita,  "and  contribute  to  political  t 
ability  and  economic  development 
round  the  world." 
Morishita  emphasizes  that,  in  the 
rivate  sector,  Matsushita  is  making 
iforts  to  contribute  to  building  more 
instructive  and  harmonious  U.S.Japan 
as  through  various  means.  These 
iclude  forming  joint-venture  busi- 
asses,  technical  partnerships  and 
iint-development  activities  with  U.S. 
nrporations,  in  addition  to  promoting 
lanufacturing  and  marketing  busi- 
asses  in  the  U.S. 


Matsushita's  overseas  companies 
now  number  more  than  140,  including 
manufacturing,  sales  and  research 
and  development  companies.  "Our 
premise  for  doing  business  overseas," 
says  Morishita,  "is  that  these  com- 
panies will  promote  localization  and 
contribute  to  each  community  as  a 
truly  local  corporate  citizen. 

"A  company  cannot  continue  to 
exist  unless  it  receives  support  from 
all  strata  of  society,"  adds  Morishita. 
"That  is  why  we  believe  it  our  corpo- 
rate responsibility  to  contribute  our 
fair  share  for  the  development  of 
society  as  a  whole." 


Takashi  Imai 

Nippon  Steel  Corporation 


Orderly— but  not  managed — trade 
will  solve  Japan's  dilemma  of 
huge  trade  surpluses  with  the 
U.S.,  says  President  Takashi  Imai  of 
Nippon  Steel  Corporation 

"Some  people  claim  one  is  free  to 
export  limitlessly— to  the  extent  of 
creating  unemployment,"  observes 


Imai.  "But  I  disagree — even  when  the 
rules  of  free  trade  are  honored." 

Imai  urges  Japanese  manufacturers 
to  reaffirm  a  solid  alliance  with  the 
U.S.  as  the  cornerstone  of  Japan's 
diplomacy  and  exercise  "sensible  self- 
restraint"  when  exporting  to  the  U.S. 

Japan's  export  drive  should  not  lead 
to  unemployment — a  serious  political 
issue  damaging  the  ties  between 
Washington  and  Tokyo,  he  stresses. 

"Unemployment  becomes  a  serious 
domestic  political  issue,"  says  Imai. 
"For,  unlike  money  and  merchandise, 
it  isn't  interchangeable  even  in  today's 
borderless  world."  Imai  has  been  head 
since  last  year  of  Japan's 
largest  iron  and  steel  com- 
pany, which  has  been  hard 
hit  by  declining  demand 
amid  the  current  recession. 

Imai  advocates  orderly 
export,  citing  the  Voluntary 
Restraint  Arrangements 
(VRA)  signed  between  the 
U.S.  and  Japanese  steel 
industries  in  1984.  Under 
VRA,  Japan's  steel  exports  to 
the  U.S.  have  dropped  60%. 

Imai  says  Japan's  steel 
industry  owes  a  great  deal 
to  the  U.S.  for  its  growth. 
"So,  when  the  U.S.  steel 
industry  began  showing  signs 
of  trouble,  we  cooperated 
by  extending  technical  and 
financial  assistance  so  U.S. 
producers  could  compete  on 
the  basis  of  equality. 

"We  have  consistently  been 
pursuing  orderly  marketing 
vis-a-vis  the  U.S.  market, 
making  sure  we  provide  only 
what  the  U.S.  market  does 
not  produce — at  costs  at  least 
10%  higher  than  the  U.S. 
market  price." 

Imai  regrets  as  "unjust"  a 
recent  ruling  by  the  Inter- 
national Trade  Commission 
(ITC)  holding  Japanese  steel  makers 
responsible  for  dumping. 

"It  is  regrettable  all  the  more  be- 
cause we  have  been  cooperating  with 
our  U.S.  counterparts  as  fully  as  we 
can.  We  are  confident  we  have  neither 
resorted  to  dumping  nor  harmed  U.S. 
steel  producers." 


FINALLY,  COMPUTER  SCIENCE 
EMBRACES  THE  LAWS   OF  MOTION. 


Toshiba  continues  to  drive  PCMCIA 
technology:  A  2.01  compliant  Type  II  slot 
expands  your  options  for  storage,  fax/ 
modems,  networking,  and  the  future. 


The  new  AccuPoint™  isometric 
pointing  device  works  in  con- 
junction with  click  and  drag 
buttons  located  comfortably  beneath 
the  thumbs. 


INTRODUCING  THE  NEW  U  LT  R  A  P  0  RT  A  B  L  E  PORTEGE. 

Toshiba  engineers  haven't  just  redesigned  the  portable  color  active  matrix  or  high-contrast  backlit  monochrome 
computer,  they've  reinvented  it:  The  Portege "  T3400  displays.  Toshiba  designers  have  even  created  the  optional 

Series.  Never  before  has  a  computer  so       ,  Port  Replicator  for  simple,  single-point 

perfectly  balanced  mass  and  speed.          (   PORTEGE    J    connection  to  your  desktop  environ- 
Now  you  can  travel  with  a  system  smaller   J  ment.  See  how  far  Toshiba  has 

than  a  notebook,  yet  graced  with  the  feel  of  a  full-size         taken  every  aspect  of  portable  computing.        ^mfcl  j 
system.  Portege  is  driven  by  the  full  force  of  an  i486"         And  think  where  it  can  take  you.  ViNS^jI 
SX/33  processor,  and  shines  with  Toshiba's  renowned         Call  1-800-457-7777  for  the  dealer  nearest  you. 
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T3400CT 

T3400 

Both  Models 

•  AccuPoint™  integrated 

Port  replicator,  and  VGA  adapter 

•  7.8"  color  TFT-LCD 

•  8.4"  STN  monochrome 

•33MHzSL  Enhanced  i486™SX 

pointing  device 

•Windows™  3.1, 

active  matrix  display — 

display 

•  120MB  HD 

•  Integrated  BitBLT  graphics 

DOS™  6.0, 

256  color  SVGA 

•  7.9"  x  9.9"  x  1.7" 

•  4MB  RAM  (expandable  to  20MB) 

accelerator 

CommWorks™ 

•  7.9"  x  9.9"  x  1.8" 

•4.1  lbs. 

•  Lithium-Ion  battery 

•  VL-local  bus  video 

for  Windows 

limited! 

•4.4  lbs. 

•  Type  II  (5mm)  PCMCIA  2.01  slot 

•  Ports:  serial,  parallel,  FDD, 
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Attributing  the  U.S.-Japan  trade 
imbalance  primarily  to  "fundamental 
structural  differences,"  Imai  calls  for 
bilateral  efforts  to  ease  the  discord 
that  has  resulted  from  the  trade 
imbalance. 

"I  believe  the  Clinton  administration 
is  grappling  sguarely  with  the  budget- 
ary deficits  and  taking  measures  to 
encourage  savings,"  says  Imai.  "I  look 
forward  to  good  results." 

Meanwhile,  Imai  calls  on  the  Japa- 
nese government  to  develop  "a  con- 
vincing package"  aimed  at  reducing 
Japan's  overall  trade  surpluses,  and  get 
its  message  across  to  the  U.S.  as  soon 
as  possible. 

However,  Imai  believes  initiatives 
must  still  come  from  the  private  sector, 
noting  that  politicians  can  do  little  to 
reduce  the  surpluses.  "I  believe  the 
private  sector  can  make  the  difference, 
by  restraining  exports  and  increasing 
imports." 

With  Japan  under  the  dual  stress  of 
recession  and  a  sudden  increase  in 
the  value  of  the  yen  against  virtually 
all  other  currencies,  Imai  sees  the 
Japanese  industry  standing  at  a  cross- 
roads, unable  to  find  a  new  direction. 

"Since  the  Pacific  war  ended,  every- 
body has  worked  very  hard  in  Japan," 
Imai  notes.  "We  have  developed  mass- 
production  know-how,  offering  the 
world  plenty  of  high-quality  merchan- 
dise at  low  prices. 

"But  the  recession,  which  is  far 
worse  than  the  one  that  followed  the 
oil  shock,  is  telling  us  the  Japanese 
industrial  structure  supporting  such 
a  formula  cannot  work  forever.  Japan 
is  at  a  major  restructuring  point  in 
history. 

"The  stronger  yen  hit  the  Japanese 
industry  as  it  was  groping  for  locomo- 
tives' to  pull  it  ahead.  Automobiles 
and  electric  home  appliances,  which 
have  all  reached  full  maturity,  no 
longer  can  do  the  job. 

"To  compound  the  situation,  our 
industries  must  manage  to  increase 
productivity  by  30%  to  remain  com- 
petitive in  the  international  market." 

Imai  regards  current  economic  con- 
ditions as  "far  more  serious  than 
meets  the  eye."  He  adds:  "I  am  afraid 
it  will  take  a  good  three  years  for 
Japan  to  get  back  on  its  feet  again." 


Hajime  Mitarai 

Canon  Inc. 


President  Hajime  Mitarai  of 
Canon  Inc.  calls  on  U.S.  and 
Japanese  leaders  to  tackle  current 
economic  difficulties  in  a  new  spirit  of 
enlightened  leadership. 

The  head  of  the  global  camera  and 
business  machine  manufacturer  and 
marketer  hopes  innovative  new  steps 
will  be  taken  to  help  reduce  Japan's 
huge  trade  surpluses  and  equip  the 
U.S.  with  a  powerful  tool  to  regain  in- 
ternational high-tech  competitiveness. 

Calling  "peripheral"  a  series  of 
economic  stimulus  measures  enacted 
by  the  Japanese  government,  Dr.  Mitarai 
proposes  Japan's  "ridiculous  prices" 
be  attacked,  describing  them  as  "by 
far  the  biggest  obstacle  against  Japan's 
true  globalization. 

"Japan  must  implement  a  daring 
structural  reform  to  bring  down  those 
astronomical  costs  and  prices  by 
implementing  such  measures  as  com- 
plete import  liberalization  and  elimi- 
nation of  government  restrictions," 
asserts  Mitarai.  "Only  then  will  Japan's 


economy  impact  the  world  positively. 

"Bringing  down  prices  across  the 
board  to  an  acceptable  level,  living 
costs  included,  is  to  protect  consumers 
first  and  foremost.  That  should  be 
the  top  priority  item  for  Japanese 
leaders  today." 

When  prices  come  down  and  im- 
ports increase,  he  points  out,  Japanese 
consumers  will  buy  imported  goods, 
enjoying  the  benefits  of  the  stronger 
yen.  "Domestic  consumption  will  then 
be  stimulated  and  the  trade  surpluses 
will  decline." 

Mitarai  also  believes  Japan  will  then 
have  an  infrastructure  enticing  enough 
for  more  foreign  businesses  to  choose 
to  operate  in  Japan,  "prompting  them 
to  invest,  hire  and  import  in  Japan, 
which  also  will  help  reduce  the  trade 
surpluses." 

Japan  has  failed  to  attract  enough 
foreign  businesses  because  of  the  out- 
rageous costs,  living  costs  and  office 
rents  included,  notes  Mitarai.  He 
warns  that  the  cost  factor,  coupled 


ITOCHl 


At  the  brink  of  the  21st  Century,  ITOCHU  is  strengthening  a  promise 
we  made  to  our  children:  that  we  would  strive  to  give  them  a  sense 
of  security  with  no  fear  of  want. 

So  far  we  are  fulfilling  that  pledge  through  our  mass  information 
services  which  break  down  the  barriers  of  misunderstanding;  and 
through  better  housing  and  work  facilities  for  a  healthier  family 
atmosphere.  We  are  also  safeguarding  the  planet  they  will  inherit 
through  natural  resource  development. 

At  ITOCHU,  we  believe  the  world  of  tomorrow  depends  on  our  actions 
today.  It  is  a  commitment  to  our  children  that  can  never  end. 
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ITOCHU  Corporation 

Committed  to  the  global  good. 


with  the  stronger  yen.  is  proving 
prohibitive  to  Japanese  corporations 
as  well. 

He  predicts  that,  if  present  condi- 
tions prevail  in  Japan,  leading  Japanese 
companies  will  eventually  have  no 
choice  but  to  relocate  overseas  just  to 
survive.  "Naturally,  the  private  sector 
is  doing  its  best  to  cope  with  the  higher 
yen  through  innovation,"  he  says. 
"But  there's  only  so  much  we  can  do." 

Meanwhile,  Mitarai,  who  has  a 
Ph.D.  in  electronic  engineering  from 
Stanford  University,  calls  on  leaders  in 
Washington  to  encourage  U.S.  semi- 
conductor manufacturers  to  team  up 
with  Japanese  firms  for  joint  R&D 
efforts  aimed  at  perfecting  Un- 
developed high  technologies  for 
commercial  application. 

Mitarai  says  Canon  today  is  seeking 
new  relationships  with  U.S.  semicon- 
ductor equipment  manufacturers— a 
delicate  area  of  high  technology  that 
has  caused  considerable  friction 
across  the  Pacific. 

"Within  U.S.  government  circles," 
explains  Mitarai,  "are  those  who  claim 
that,  because  Japan  has  dominated  the 
world  using  U.S.  know-how,  American 
semiconductor  makers  should  not  be 
allowed  to  work  with  Japanese  firms. 

"I'm  afraid  this  view  is  rather  un- 
productive. American  firms  have 
developed  a  host  of  truly  magnificent 
technologies  that,  if  nurtured  properly, 
will  give  the  U.S.  formidable  interna- 
tional competitiveness,  contributing  to 
full-scale  recovery  of  the  U.S.  economy 
far  more  effectively  than  restructuring 
through  personnel  reduction." 

Mitarai  notes  that  not  all  these  firms 
are  getting  sufficient  R&D  funds  for 
perfecting  these  budding  technologies, 
and  proposes  that  they  seek  global 
partnerships. 

Japanese  firms  stand  ready  to  help 
these  U.S.  firms  in  further  research, 
says  Mitarai.  "U.S.  and  Japanese  firms 
have  an  excellent  opportunity  to  com- 
plement each  other,  each  offering  what 
the  other  cannot." 

Mitarai  is  convinced  mutually  bene- 
ficial relations  can  be  fostered  "as  long 
as  both  parties  agree  to  settle  for  no 
more  than  50%  of  the  market  share," 

—        referring  to  his  firm's  18-year  ties  with 

S-10  Hewlett-Packard  (HP)  of  Boise,  Idaho, 


as  "a  fine  example  of  partnership— a 
microcosm  of  an  enlightened  relation- 
ship between  the  U.S.  and  Japan." 

Since  the  mid-1970s,  Canon  has 
delivered  to  HP  10  million  Laser  Beam 
Printers  on  an  OEM  basis  without  any 
capital  participation  or  a  specific 
contract,  according  to  Mitarai. 

"This  relationship  has  puzzled 
Harvard  Business  School  professors," 
he  says.  "I  believe  it  has  worked  be- 
cause we  share  the  spirit  of  Kyosei 
(Canon's  corporate  philosophy  mean- 
ing living  and  working  together  for  the 
common  good)  and  through  sincere 
efforts  toward  heart-to-heart  communi- 
cation." 
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Takashi  Kitaoka 

Mitsubishi  Electric  Corporation 


President  Takashi  Kitaoka  of 
Mitsubishi  Electric  Corporation 
is  taking  an  "agrarian"  approach 
in  restructuring  the  Tokyo  headquarters 
of  his  firm. 

Since  being  appointed  president 
of  the  electric  and  electronics  maker 


in  June  1992,  Kitaoka  has  carried  out 
a  major  reorganization  with  no  layoffs 

As  Japan's  lingering  recession  has 
dealt  a  heavy  blow  to  the  Japanese 
electric  and  electronics  industry 
across  the  board,  Mitsubishi  Electric, 
burdened  primarily  by  waning  demanc 
for  semiconductors  and  audiovisual 
equipment,  last  year  suffered  a  30% 
drop  in  consolidated  operating  income 
from  the  previous  year. 

But  Kitaoka  says  he  does  not  believe 
in  a  "surgical"  operation,  noting  that 
countermeasures  like  firing  en  masse 
do  not  jibe  with  the  Japanese  culture. 
"I'd  rather  assume  an  'agrarian' 
method,  changing  and  fertilizing  the 
soil,  switching  crops  and 
shifting  farmers  to  other 
paddies." 

His  figurative  remarks  refer 
to  a  full-scale  reorganization  j 
carried  out  last  year  to  cut 
costs  and  increase  overall 
efficiency.  The  headquarters' 
functions  were  drastically 
reorganized  into  nine  busi- 
ness units.  Personnel  were 
reshuffled  and  assigned  to 
new  posts  that  needed  re- 
juvenation and  revitalization. 

Kitaoka  calls  the  current 
recession  "not  too  serious," 
describing  it  as  a  long- 
needed  opportunity  for 
restructuring  Japanese 
<$|i  companies. 

"The  recession  looks  very 
serious  because  everything 
was  simply  rosy  during  the 
'bubble  economy,' "  says 
Kitaoka,  noting  that  every 
Japanese  industry  aggres- 
sively invested  in  new  pro- 
duction facilities. 

This,  he  says,  has  resulted 
in  a  drastic  increase  in 
Japan's  exports  and  trade 
surpluses  with  the  U.S. 
"Everybody  in  Japan  had  an 
illusion  that  the  bubble  was 
real  and  Japan's  economy  would  grow 
interminably. 

"Now  there's  an  oversupply  of  prac- 
tically everything  in  Japan  as  private 
consumption,  which  once  accounted 
for  nearly  60%  of  Japan's  GNP,  plum- 
meted. Investment  in  facilities  made 


The  all-new  Mitsubishi  Galant. 
Engineered  for  the  way  you  drive. 


Inspiring  new  ways  of  thinking  about  the  possi- 
)ilities  of  the  midsize  sedan. 

The  all-new  1994  Mitsubishi  Galant  introduces 
i  unique  combination  of  advanced  technology  that 
lot  only  goes  beyond  enhancing  performance.  It 
imuitaneously  improves  safety  and  driving  ease. 

The  innovative  four-wheel  multi-link  suspension 
s  designed  for  ride  smoothness  and  comfort,  while 
>roviding  the  kind  of  sharp  response  and  stable 
:ornering  you  wouldn't  have  imagined  possible  in  a 
ive-passenger  sedan . 


Standard  dual  air  bags*  enhance  everyone's  peace 
of  mind.  And  for  most  models,  four  sensor,  three 
channel  ABS  is  available  to  optimize  braking  per- 
formance. 

And  throughout,  the  Galant's  fit  and  finish  are 
exceptional. 

The  all-new  1994  Galant.  The  comfort  and  security 
you  expect  from  a  midsize  sedan,  with  a  sporty  heart 
that  makes  driving  it  an  unexpectedly  stimulating 
pleasure. 

*Air  bags  designed  to  supplement  safely  belts. 
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t's  not  enough  to 
cover  the  globe, 
you  also  need 
depth. 


Global  Focus 
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As  a  fully  integrated  international  financial  institution  with 
substantial  international  experience,  Yamaichi  puts  its  advanced 
information  resources  and  leading-edge  financial  technology  at 
your  fingertips.  To  help  you  reach  deeper  into  overseas  markets, 
and  lock  in  on  financial  success. 
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)  some  20%  of  our  GNP  before, 
panese  corporations  can  do  without 
in  the  foreseeable  future." 
However,  Kitaoka  calls  Japan's  cur- 
nt  economic  conditions  "nothing 
mormal,"  pointing  out  that  Japan's 
:onomy  today  is  still  bigger  than  what 
was  a  year  before  the  bubble  began 
1988.  This,  he  says,  means  that 
pan  has  kept  up  a  steady  growth  "if 
iu  ignore  those  three  bubble  years." 
He  expresses  optimism  that  Japa- 
:se  corporations  will  eventually  pull 
rough,  although  it  will  take  some 
ne  to  recover  from  the  recent  tough 
structuring  measures. 


Kitaoka  is  hopeful  that,  by  dispatch- 
ing able  headquarters  staff  to  where 
they  can  perform  best  under  the  re- 
organization scheme,  his  $28  billion 
firm  will  be  revitalized  enough  to 
meet  the  challenges  of  the  difficult 
times  ahead. 

His  answer  to  survival  is  both  stra- 
tegic and  spiritual — development  of 
products  of  high  added  value  through 
active  R&D  and  globalization  efforts, 
as  well  as  implanting  in  the  minds  of 
all  his  employees  a  spirit  of  "fairness 
and  challenge." 

Good  communication  within  the 
corporation  is  the  key  to  success, 


believes  Kitaoka,  "especially  at  such  a 
time  when  the  chips  are  down.  I  want 
my  people  to  come  to  grips  with  the 
importance  of  such  a  spirit." 

So  far,  Kitaoka  has  visited  32  of 
Mitsubishi  Electrics'  offices- and  plants 
across  Japan  to  engage  his  employees, 
usually  numbering  between  200  and 
300  at  a  time,  in  a  regular  "President's 
Forum." 

"A  company  cannot  succeed  if  the 
employees  fail  to  face  challenges  with 
integrity,"  he  asserts.  "I  believe  our  sur- 
vival and  success  depend  significantly 
on  how  well  I,  as  President,  communi- 
cate my  beliefs  to  my  employees." 


'One  tends  to  come  to  grips  with  his  own 
jntry  better  living  abroad,"  says  Hiroshi 
jii,  President  of  Minolta  Corporation  of 

■w  Jersey.  "Now  I  can  understand  what  my 
nerican  friends  told  me  when  discussing 
Dan  ten  years  ago." 

Dn  his  second  tour  of  duty  in  New  Jersey 
1983  with  his  firm,  a  North  American 
es  arm  of  Minolta  Camera  Co.,  Ltd.,  Fujii 
d  his  American  friends  would  often  discuss 
ublems  pertaining  to  Japanese-American 
de  ties. 

'When  I  iold  them  the  U.S.  lacked  marketing 
orts  in  Japan,"  he  recalls,  "they  all  countered 
saying  Japan  was  not  trying  hard  enough  to 
y  American  goods,  pointing  out  how  closed 
:  Japanese  market  was.  Of  course,  I  was 
nvinced  they  were  wrong  then." 
"Ten  years  later,"  he  notes,  "people  around 
;  are  still  saying  the  same  thing  about  Japan, 
ley  are  consistent.  And  I  must  admit  having 
me  to  view  Japan  the  same  way. 
"Detached  from  Japan,  I  can  see  rather 
jectively  how  closed  the  Japanese  market 
especially  in  terms  of  non-tariff  barriers, 
d  how  complex  Japan's  distribution 
annels  are." 

Fujii  attributes  this  situation  primarily  to 
uctural  differences  in  the  two  countries, 
jiven  enough  time,"  he  says,  "these  problems 
II  gradually  disappear.  However,  we  can't 
ord  to  wait  long." 

Fujii  believes  Japan,  as  the  world's  largest 
editor  nation,  should  take  the  initiative  in 
jsing  the  existing  trade  gap.  "Otherwise, 
?ar  that  relations  between  our  two  countries 
II  get  worse  before  they  get  better." 
Fujii  is  convinced  that  the  Japanese 
)vernment  must  take  deregulatory  measures 
implement  a  full  structural  reform, 
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Hiroshi  Fujii 

Minolta  Corporation 


open  the  market  and  stimulate  domestic 
consumption. 

He  also  advocates  the  promotion  of  a  sincere 
dialogue  between  the  two  countries,  aimed  at 
fostering  a  spirit  of  mutually  complementary 
and  beneficial  alliances,  "respecting  each  other's 
social,  cultural  and  historical  background  and 
reaffirming  the  need  for  closer  unity  and 
burden-sharing  between  two  inseparable 
economic  superpowers." 

From  his  New  Jersey  office,  Fujii  takes 
a  grim  view  of  Japan's  economic  difficulties, 
which  he  compares  to  the  U.S.  recession 
a  few  years  ago. 


"The  yen  will  remain  strong  unless 
Japan's  trade  surpluses  decrease  significantly," 
he  warns.  "I'm  afraid  Japan's  downward 
economic  trend  will  last  at  least  another  two 
to  three  years." 

Minolta  Corp.  has  been  hard  hit  by  the 
stronger  yen.  The  firm  mostly  imports  cameras 
and  office  equipment,  grossing  some  $800 
million  a  year  in  North  America  to  make 
up  about  30%  of  the  group's  consolidated 
global  sales. 

Since  most  sophisticated  cameras  and 
office  equipment  come  from  Japan,  Fujii  has 
countered  the  higher  value  of  the  yen  against 
the  dollar  by  raising  prices  and  enforcing 
restructuring  measures  within  his  firm, 
which  has  some  3,000  employees  across 
North  America. 

Describing  the  stronger  yen  as  a  tough  ordeal, 
Fujii  says  a  weaker  yen  would  not  necessarily 
benefit  his  business  in  the  future  "because  our 
prices  will  then  have  to  be  reduced  to  reflect 
the  fluctuation  in  the  currency  market." 

How  does  Fujii  intend  to  carry  his  firm 
through  the  tough  times? 

Primarily,  says  Fujii,  by  offering  "excellent 
pre-sale,  during-sale  and  after-sale"  services 
for  maximum  customer  satisfaction  while  look- 
ing forward  to  a  new  line  of  products  based 
on  ideas  now  being  developed  at  Minolta's 
R&D  centers. 

"The  present  situation  is  certainly  tough,  but 
we  must  sell  our  products  profitably  to  ensure 
we  remain  in  business,"  asserts  Fujii. 

"Continuity  is  the  name  of  the  game  in  busi- 
ness. We  have  every  intention  of  continuing  to 
give  our  customers  in  North  America  the  best 
products  and  services  that  money  can  buy, 
while  serving  the  community  as  a  good  corpo- 
rate citizen." 


Advertisement 


With  the  Brother  780MC, 
your  fax  and  voice  messages 

can  follow  you 
anywhere 


If  you  have  ever  sat  around 
the  office  waiting  for  a  fax 
to  come  in  (or  even  if  you 
haven't),  you  will  appreci- 
ate the  new  fax/digital  answering 
machine  from  Brother.  The  Brother 
IntelliFAX  780  Message  Center  is  so  much 
more  than  an  ordinary  fax  machine.  It's 
more  like  a  private  secretary  that  can 
forward  and  retrieve  voice  and  fax  mes- 
sages, freeing  you  to  schedule  your  day 
more  productively. 

Easily  programmed,  this  model  enables 
you  to  stay  in  touch  with  clients  even 
while  you're  out  on  the  road.  You  can 
access  fax  and  phone  messages  whether 
you're  at  your  hotel  in  L.A. ,  your  factory  in 
South  Carolina,  your  apartment  in  the  city 
or  your  weekend  retreat  at  the  shore. 
You  can  access  important  information 
anywhere  at  all. 

The  IntelliFAX  780  Message  Center  has 
a  50  page  memory  for  storing  faxes,  out 
of  paper  reception  and  broadcasting. 
The  built-in  di^;      answering  machine 


provides  up  to  12  minutes 
of  recording,  quick  access 
(play/erase/skip/repeat), 
remote  access  with  ID 
code  and  selectable  message  length.  It 
can  even  forward  your  faxes  to  another 
fax  or  notify  your  personal  pager  if  mes- 
sages have  been  received. 

The  IntelliFAX  780  Message  Center  fea- 
tures the  Brother  ACS®  (Anti  Curl 
System)  and  Therma  Plus  paper  that  looks 
and  feels  just  like  plain  paper.  Unlike  reg- 
ular thermal  fax  paper,  Therma  Plus 
paper  can  be  written  on  with  a  high- 
lighter or  ballpoint  pen,  it  won't  curl, 
and  it  reduces  print  fading,  so  incoming 
documents  can  go  from  the  fax  straight 
to  the  filing  cabinet  without  copying. 

The  Brother  IntelliFAX  780  Message 
Center  also  comes  with  automatic  cutter, 
automatic  15  page  document  feeder, 
FAX/tel  Switch  and  TAD  Interface,  16 
digit  LCD  display,  "Smoothing  Enhanced 
Image  Resolution,"  even  a  Free  90  day 
on-site  warranty. 


fligh  resolution  14"  monitor 


This  is  9  Point 

This  is  12  Point 


This  is  18  Point 

This  is24Point 

This  is36Po 


Choose  from  5  type  sizes 


Tennessee, 
Helsinki,  Brougham 


Combine  up  to  3  typefaces 


.(■III 


More  impact  with  auto-chart  creation 


Built-in  ink  jet  printer  delivers  crisp  text 
and  graphics  fast  and  quiet 


The  Brother 
WhisperWriter  InkJet 
Word  Processor 

Some  things  are  beyond  words. 
The  versatility  of  built-in  ink  jet  printing. 
The  sheer  brilliance  of  a  14"  super  flat 
paper  white  monitor.  The  exhilaration 
of  being  able  to  effortlessly  create 
frrofessional  quality  documents. 
The  Brother  WhisperWriter,  at  about  $600 
even  it's  value  is  beyond  words. 


Addressbook  &  spreadsheet  functions 


Bold 

Underline 
Strike  Out 

Ouattliffae 


Italic 


|  Shading 


Double  Height 

D  ouble 
Width 


The  flexibility  of  9  type  variations 


America's  #/  manufacturer  of  portable 
typewriters  and  personal  word  processors 


We're  at  your  side. 


AVAILABLE  AT:  BEST  PRODUCTS  •  Till'  OFFICE  CENTER  AT  SEARS 


T  H  E 
LEGEND 
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of 

TOKYO 


The  Hotel  Okura  is  the  first  choice 
of  executive  travellers  from  all 
over  the  world.  Why?  We 
invite  you  to  come  see 
and  understand. 

Contact  your  travel  agent 

or  our  hotel  representatives: 

THE  LEADING  HOTELS  OF  THE  WORLD 

PREFERRED  HOTELS  &  RESORTS 
WORLDWIDE 

DISTINGUISHED  HOTELS 

TETLEY/MOYER  &  ASSOCIATES 

UTELL  INTERNATIONAL 

HOTEL  OKURA,  TOKYO,  JAPAN 
2-10-4  Toranomon,  Minato-ku, 
Tokyo  105,  Japan 
Tel:  03-3582-0111  Fax:  03-3582-3707 
Telex:  J22790 

HOTEL  OKURA  OFFICES 
WORLDWIDE 

New  York  Tel:  212-755-0733 

Los  Angeles  Tel:  213-488-1477 

Amsterdam  Tel:  020-6761160 

Hong  Kong  Tel:  895-1717 
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SPEC1ALJAPAN  ADVERTISING  SECTIC 


Fumio  Sato 

Toshiba  Corporation 


Toshiba  President  Fumio  Sato 
is  among  a  growing  number  of 
proponents  of  Japan's  stepped-up 
manufacturing  abroad  as  a  means  of 
reducing  trade  friction  and  coping 
effectively  with  the  stronger  yen. 

However,  Sato  warns  that  Japanese 
corporations  must  abide  by  the  local 
rules  and  behave  as  good  corporate 
citizens,  making  sure  that  they  con- 
tribute to  the  development  of  the  com- 
munities that  support  their  operations. 

Particularly  important,  he  says, 
will  be  environmental  measures. 

Sato  views  Japan's  current  economic 
conditions  as  serious,  and  hopes  the 
government  will  take  effective  mea- 
sures to  combat  the  recession. 

Sato  believes  a  cross  section  of 
Japanese  industry  should  have  imple- 
mented restructing  in  the  late  1980s 
when  the  yen's  value  soared  against 
the  dollar. 

Most  Japanese  employers  reacted 
instead  by  investing  in  new  production 
facilities  and  creating  jobs  to  protect 
employees.  Exports  soared. 


"Focus  and  foresight"  is  the  pillar 
of  Sato's  strategy  for  Toshiba's  survival 
and  future  growth.  The  $40  billion 
global  high-technology  firm  has 
173,000  employees,  including  some 
28,000  outside  Japan. 

Sato  says  past  restructuring  pursued 
by  Toshiba  has  prepared  his  firm 
reasonably  well  for  a  contingency 
such  as  the  current  recession. 

"We  are  fortunate  to  have  managed 
to  secure  enough  manufacturing  bases 
overseas  in  which  to  expand  our  future 
operations,"  says  Sato. 

To  Sato,  localization  of  production, 
coupled  with  an  international  hori- 
zontal division  of  labor  in  which  ideas, 
resources  and  risks  are  shared  be- 
tween partners,  is  a  very  workable 
means  of  gaining  mutual  prosperity 
for  U.S.  and  Japanese  companies. 

"The  US.  and  Japan  must  by  all 
means  enjoy  a  relationship  that  is  mutuj 
ally  complementary,"  Sato  asserts.  "Andj 
that  is  what  Toshiba  has  pursued  in 
doing  business  in  the  U.S.  Our  basic 
policy  is  to  manufacture  within  the  marl 


TOKYO,  August  1929-  The  Graf  Zeppelin  had  stopped 
in  Japan  on  its  epic  voyage  around  the  world. 
Naturally,  it  fell  to  the  Imperial  Hotel  to  cater  all  meals  for 
the  passengers 
on  the  next  leg 
of  its  flight  - 
this    time,  to 
Los  Angeles! 
Our  chefs  rose 
gallantly  to  the 
occasion.  ■ 
When  the 
ship  took  off 
again,  it  had 
on  board  the 
makings  of 
1,098  gourmet  I 
meals  —  each  as 
fresh  and  varied 
as  any  served  in 
first-class  cabins 
today.    And  so 

The  Imperial,  too,  went  down  in  aviation  history  —  and  raised 
catering  to  new  heights,  besides. 

The  Imperial  is  stdl  Japan's  premier  hotel,  and  VIPs  from  all 
nations  continue  to  fly  in  for  our  catered  events. 
Most  of  these  still  make  the  front-page  news.  And 
the  service,  as  always,  is  like  nothing  on  earth. 


IJ^UR  CATERED 
AFFAIRS  HAVE 
;  NEVER  BEEN 
ANYTHING  SHORT 
OF  HEAVENLY. 


OVJHJB  TOKYO 


IMPERIAL  HOTEL 

TOKYO 


one  of 


fkm.r-.**Kt.',oKr, 


cJhd:Jeadin^Hotels 

For  information,  contact  The  Imperial  Hotel  Tokyo  Overseas  Sales  Office:  London 
Tel:  (071)355-1775;  New  York  Tel:  (212)692-9001;  Los  Angeles  Tel:  (21  3)627- 
6214.  For  reservations,  contact  The  Imperial  Hotel  Tokyo  Tel:  (03)3504-1  1  1  1,  or  con- 
tact your  nearest  travel  agent,  or  any  Japan  Airlines  office.  For  reservations  at  the  Bali 
Imperial  Hotel  resort  on  Legian  Beach,  Bali,  Indonesia,  contact:  Tel.  (62)361-754545. 
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Hiroshi  Hamada 

Ricoh  Company,  Ltd. 


Hiroshi  Hamada,  President  of 
Ricoh  Company,  Ltd.,  has 
good  reasons  to  regard  Japan's 
trade  imbalance  with  the  U.S.  as  a 
passing  phenomenon  that  will  be 
rectified  in  due  time. 

"The  US.  is  clearly  regaining 
its  manufacturing  capability  and 
rapidly  gaining  on  Japan,"  says 
Hamada.  "On  the  other  hand,  Japan 
is  steadily  losing  its  ground  as  a 
leading  manufacturing  nation  because 
of  internal  changes,  coupled 
with  growth  in  the  other  Asian 
economies. 

"If  the  current  situation  prevails, 
I  am  certain  that  Japan's  trade 
imbalance  will  decrease  automatically 
without  additional  measures  to  adjust 
the  currency  rate." 

The  head  of  the  $8.8  billion  global 
manufacturer  of  office  automation 
equipment  believes  Japan  must 
transform  its  export-oriented  industrial 

 base  to  one  that  is  oriented  toward 

S-  1  8    domestic  consumption. 


"Of  course,  Japan  will  have 
to'  continue  relying  on 
exports  to  some  extent,"  he 
continues.  "But  it  won't  be 
able  to  thrive  as  before  by 
mass  producing  and 
exporting. 

"Instead,  Japan  should 
concentrate  on  high- 
technology  products  with 
higher  added  value,  leaving 
much  of  the  mass  production 
to  the  developing  nations 
in  Asia. 

"This  mass  production 
will  be  undertaken  across 
the  South  China  Sea.  This  is 
not  a  prediction.  It's  a  fact. 
It's  already  happening." 

Hamada  sees  Japanese 
firms  following  the  "natural 
route"  of  shifting  production 
overseas  where  demand 
exists  and  production 
costs  less. 

"The  Asian  nations," 
he  says,  "starting  with  the 
Four  Dragons  (Hong  Kong, 
Singapore,  South  Korea 
and  Taiwan)  have  been 
following  steadily  in  Japan's 
footsteps  as  manufacturers. 
They  have  the  potential  to  fully 
match  Japan  in  making  excellent 
commodities  at  a  far  lower  cost." 

This,  he  stresses,  is  all  the  more 
reason  for  Japanese  industries  to 
strengthen  their  R&D  programs  in  the 
high-technology  area.  "As  far  as  I  can 
see,  that  is  the  only  way  for  Japan 
to  survive." 

Hamada  says  Ricoh,  which  runs 
seven  manufacturing  bases  outside 
Japan,  has  pursued  a  policy  of 
promoting  production  and  R6D  in  the 
markets  in  which  its  products  are  sold 
since  Japan's  last  recession  following 
the  Plaza  accord  of  1985  (in  which 
the  dollar  was  significantly  devalued 
against  the  yen). 

In  Japan,  particular  emphasis 
has  been  placed  on  R&D  programs 
aimed  at  developing  multi-functional 
image-processing  equipment  and 
systems. 

"I  believe  the  key  to  our  success  lies 
in  the  development  of  sophisticated 
systems-oriented  software  packages 


that  meet  the  office-automation 
requirements  of  our  users  in  Japan," 
says  Hamada. 

"While  I  think  we  still  will  be  able 
to  export  such  software  packages  to 
some  extent,  additional  development 
will  be  needed  overseas  to  adjust  to 
local  requirements." 

Hamada  believes  there  will  be  more 
than  enough  demand  in  the  domestic 
market  for  such  software  developed  by 
Ricoh  and  other  high-tech  firms. 

"I  believe  the  Japanese  market,"  he 
says,  "is  eagerly  looking  forward  to 
such  software  packages. 

"And  the  more  domestic  that 
consumption-oriented  Japanese  high- 
tech industries  become,  the  more 
balanced  will  be  Japan's  foreign 
trade." 

To  cope  with  the  economic  reality, 
Hamada  implemented  a  daring 
restructuring  of  Ricoh's  operations  in 
Japan  two  years  ago,  achieving  $317 
million  in  operating  income  during  the 
fiscal  year  1992. 

He  cut  the  cost  of  sales  3%, 
reduced  product  lines  by  more  than 
10%,  and  set  off  vigorous  sales 
campaigns  centered  around  digital 
copiers  and  fax  machines. 

"If  the  Japanese  economy  had  been 
on  a  growth  path,"  says  Hamada, 
"restructuring  would  not  have  been 
necessary.  We  could  have  simply 
refined  our  technologies,  diversified 
our  products,  and  stepped  up  our 
sales  efforts. 

"But  the  times  have  changed. 
As  Japan's  growth  pattern  has 
changed  because  of  a  serious 
recession  and  the  stronger  yen, 
so  too  must  our  corporate  stance 
change." 

Hamada  calls  R&D  a  crucial 
element  for  his  firm's  future,  pointing 
out  that  during  his  restructuring 
scheme,  Ricoh's  R&D  outlays 
remained  unchanged — around  6%  of 
its  consolidated  sales. 

"We  are  concentrating  our 
resources  on  more  selected  products 
in  response  to  customer  demand," 
says  Hamada.  "This  is  crucial  in 
an  age  when  customer  satisfaction 
has  become  more  important. 
We  are  now  trying  harder  than 
ever." 


It  uses  sunlight  to  cool  you. 
Air  to  protect  you. 
And  its  always  thinking  of  you. 


The  Mazda  929 


In  a  category  of  automobile  where         the  929  also  offers  the  unflustered  performance  that 


the  machine  so  often  selfishly  monopolizes  the  attention,  discerning  drivers  expect  from  a  fine  car.  The  engine, 

there  is  One  luxury  sedan  that's  surprisingly  sensitive  to  with  193  horsepower,  is  generous.  And  the  suspension 

the  needs  of  its  driver.  S3  The  Mazda  929.  S3  Thanks  to  thoughtfully  adapts  to  cope  with  the  alternating  demands 

an  available  Solar  Powered  Ventilation  System  that  helps  of  monotonous  interstate  or  treacherous,  serpentine 

cool  the  cabin  while  its  parked,  the  929  makes  you  feel  back  roads.  S3  So  before  you  purchase  a  luxury  sedan,  we 

welcome  from  the  moment  you  get  in.  S3  Drivers-  and  urge  you  to  give  some  serious  thought  to  the  Mazda  929. 

passengers-side  air  bags  are  ready  to  help  protect  you  on  After  all,  it  would  do  the  same  for  you. 


the  road.  S3  Why,  it  even  remembers  to  defog  the  windows 


when  you  turn  on  the  windshield  wipers.  S3  Of  course, 


It  Just  Feels  Right.' 


Standard  features  include  4-wheel  disc  brakes  with  Anti-lock  Brake  System  (ABS),  3.0L,  DOHC.  24-valve  V6  engine,  automatic  climate  control,  power  moonroof  and  a  36-month/50.000-mile.  no- 
deductible.  "bumper-to-bumper"  limited  warranty.  See  dealer  for  limited-warranty  details  For  a  free  brochure  on  the  929  or  any  new  Mazda,  call  1-800-639-1000  ©  1993  Mazda  Motor  of  America.  Inc. 


All  our  new  buildings  come 
with  a  383-year-old  foundation. 


Yokogawa-Hewlett-Packard  Kobe  Facility- 


Designed  and  built  by  Takenaka  Corporation. 


IBM  Japan  Yamato  Laboratory. 


Designed  and  built  .by  Takenaka  Corporation. 


We  can  trace  the  founda- 
tion of  our  company  back  to 
1610,  when  Tobei  Masataka 
Takenaka  entered  the  construc- 
tion business.  Creating  (in  a 
pattern  that  was  to  repeat 
itself  throughout  the  ensuing 
centuries)  entirely  new  ways  of 
doing  things. 

Building  on  that  background,  we've  become 
Japan's  leading  provider  of  turnkey  facilities 


J/'rocter  &  Gamble  Far  Easl,  Inc.  Japan  Headquarters/Technical 
Cenicr.  Designed  and  buill  by  Takenaka  Corporalion. 


for  overseas  companies. 
With  an  unsurpassed  reputation 
for  high-quality  construction. 
With  an  advanced,  integrated- 
systems  approach  to  assure 
timely  completion  of  every- 
thing from  site  selection  to 
ongoing  maintenance. 
And  one  other  advantage. 
The  watchful  leadership  of  a  nth-genera- 
tion Takenaka. 


@  TAKENAKA 

Breaking  new  ground  in  construction  and  engineering 


TAKENAKA  CORPORATION  21-1  Ginza  8-chome.  Chuo-ku  Tokyo  104  Japan  Phone:  03-3542-7100  Fax:  03-3545-9385  Telex  TAKTOK  126167 
U  S  A   Takenaka  International  (USAi  I      New  York  Office:  70  E  55th  St  .  New  York.  NY  10022  USA  Tel  (2  1 2)  759-3375  Fax  (212|  758-7274 
Europe:  Takenaka  Europe  GmbH.:  Ost  Strasse  10.  4000  Dusseldorf  I.  Germany  Tel  (21 1)  167940  Fax  (211)  1679444 

South  East  Asia  Takenaka  Singapore  Pte.  Ltd.:  Room  18-04.  Wlsma  Atria.  435  Orchard  Road  Singapore  0923  Tel  737561  I  &  7323539  Fax  7335991 
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Hirokazu  Nakamura 

1  itsubishi  Motors  Corporation 


\  s  some  critics  sound  an  alarm 
A  about  the  beginning  of  the  end 

JLof  Japan's  automobile  industry 
2  to  weakened  domestic  demand 
i  a  comeback  of  the  Big  Three, 

Hirokazu  Nakamura,  President 
Mitsubishi  Motors  Corporation, 
's  he  does  not  believe  in  selling  his 
s  short. 

I  believe  it  more  than  possible  for 
mall  car  maker  like  Mitsubishi 
tors  to  stay  in  business  by  making 
h-quality  cars,"  he  declares, 
ovided  they  are  unique  and  distinc- 
i  and  offer  consumers  high  added 
ue  in  looks,  safety,  and  performance.' 
>o  far,  this  strategy  has  worked 
the  firm.  In  Japan's  fiscal  1992, 
subishi  Motors  accounted  for  11% 
domestic  production  (1.4  million 
ts)  and  was  alone  among  Japan's 
auto  makers  in  registering  an 
rease  in  sales  and  profits. 
4itsubishi  Motors  is  vying  for  an 
bitious  15%  share  of  the  domestic 
rket,  or  5%  of  the  world  market, 


by  the  year  2000. 

President  since  1989,  the  combustion- 
engine  specialist  expresses  guarded 
optimism  about  his  firm's  future. 
Under  his  leadership,  a  rapid  series 
of  popular  cars  have  been  introduced, 
such  as  Pajero,  a  recreational  vehicle. 

Calling  the  stronger  yen  "almost 
prohibitive,"  he  points  out  that,  when 
the  yen's  value  goes  up  by  one  point 
against  the  dollar,  Japan's  auto  industry 
suffers  a  ¥50  billion  loss  in  net  profit. 

"The  stronger  yen  will  make  export 
virtually  impossible,"  he  predicts.  "It  will 
force  Japanese  car  makers,  large  and 
small,  inevitably  to  shift  to  overseas 
production  to  a  certain  extent,  while 
making  sure  such  a  move  will  not  seri- 
ously threaten  the  domestic  industry." 

But  he  warns  Japanese  makers  will 
have  a  tough  time  expanding  their  U.S. 
market  share.  "Detroit  now  makes 
very  competitive  cars,  with  domestic 
sales  assisted  by  the  stronger  yen." 

Mitsubishi  Motors  was  founded  in 
1970  by  separating  the  automobile 
division  of  Mitsubishi  Heavy  Industries. 
The  following  year,  Chrysler  purchased 
some  equity  in  Mitsubishi. 

Mitsubishi  Motors  now  makes  150,000 
cars  a  year  in  the  U.S.  under  both  the 
Mitsubishi  and  Chrysler  names.  The 
company  maintains  close  ties  with 
Chrysler  even  after  the  latter  divested 
its  share  of  Mitsubishi  last  year. 

Asia  is  where  Nakamura  sees  Japa- 
nese auto  makers,  especially  his  firm, 
establishing  solid  production  bases. 
He  believes  Mitsubishi  Motors  must 
transfer  its  know-how  to  Asian  nations 
to  help  speed  smooth  growth  of  their 
automobile  industry. 

Mitsubishi  by  necessity  has  actively 
sought  new  markets  in  Asia  since  it 
trailed  the  big  boys  like  Toyota  and 
Nissan  in  entering  the  U.S.  and  Euro- 
pean markets.  In  retrospect,  says 
Nakamura,  trailing  them  was  a  stroke 
of  good  luck. 

Citing  close  ties  with  Malaysia,  Dr. 
Nakamura  believes  Mitsubishi  can  "grow 
with  Asia"  by  actively  extending  tech- 
nical assistance  and  helping  accelerate 
the  overall  economic  development  of 
the  region.  Mitsubishi  has  worked  with 
Proton,  the  national  automobile  corpo- 
ration of  Malaysia,  in  developing  the 
nation's  first  "people's  car." 


"There  will  be  a  lot  of  restructuring, 
including  joint  development  programs, 
within  the  Japanese  automobile  indus- 
try," predicts  Nakamura.  "But,  in  a 
broader  perspective,  the  future  is  bright 
for  Japanese  car  makers  on  the  whole, 
if  overseas  production  is  carried 
out  effectively  while  striking  a  good 
balance  with  domestic  production." 

Adds  Nakamura  with  a  smile, 
"Consider  this:  Around  the  world  today, 
270  babies  are  born  every  minute, 
against  only  100  cars  manufactured. 
Isn't  it  enough  reason  to  be  optimistic 
about  the  future?" 


Yuzaburo  Mogi 

Kikkoman  Corporation 


The  man  who  has  brought  genuine 
soy  sauce  into  the  American  kitchen 
believes  U.S. -Japan  relations  are 
often  marred  by  mutual  misconceptions 
that  can  be  removed  through  a  more 
intimate  dialogue  across  the  Pacific. 

"I  am  concerned  about  what  Japanese 
and  Americans  have  been  thinking  about 
each  other  these  past  few  years,"  says 
Yuzaburo  Mogi,  Executive  Managing 
Director  of  Kikkoman  Corporation. 


Tom  Rapsas  couldn't  wait  to  get  up 
this  morning.  He'd  been  talking 
ibout  the  hike  to  the  top  of  Big  Pines  with 
lis  dad  every  night  over  dinner  for  the 
)ast  two  weeks.  And  finally  the  day  had 
irrived.  They  pulled  on  their  hiking  boots, 
:arefully  packed  the  sapling,  and  headed 
ip  the  trail  until  they  found  the  perfect 
;pot.  As  Tom  planted  his  frail,  little  tree, 
le  learned  a  lesson  he'll  remember  the 
•est  of  his  life.  He  learned  that  every  action, 
10  matter  how  seemingly  small,  has  an 


commitment  to  a  cleaner  environment  is 
our  worldwide  Clean  Earth  Campaign.  It 
has  been  designed  to  reduce  overall  landfill 
waste  and  preserve  natural  resources  by 
recycling  cartridges  from 
Canon  business  products 
such  as  Personal  Copiers, 
Plain  Paper  Facsimile  and 
Laser  Beam  Printers.  As  a  part  of  this  cam- 
paign, we've  pledged  one  dollar  for  every 
cartridge  returned  to  us,  to  help  a  variety 
of  national  environmental  foundations. 


The  Clean 


It  doesn't  happen  overnight. 


effect  on  the  entire  world.  That's  some 
esson.  Especially  for  an  eight-year-old. 
Jut  if  we're  all  going  to  live  harmoniously 
vith  our  planet,  it's  a  lesson  we'll  all  have 
:o  learn  if  we  want  to  make  a  dream  like 
his  come  true. 

At  Canon  we  believe  that  such  dreams 
:an  become  a  reality.  That's  why  we 
lave  a  corporate  commitment  to  global 
mvironmental  concerns.  A  part  of  this 


This  is  only  a  part  of  the  environmentally 
correct  programs  we're  doing  throughout 
our  business  operations.  From  the  develop- 
ment of  solar  energy  panels  to  cleaner 
manufacturing  processes,  we  know  that 
caring  for  our  planet  is  a  responsibility  we 
all  need  to  take.  Because  making  the  world 
a  better  place  for  all  of  us  won't  happen 
overnight.  Unless  we  have  a  goal.  Unless 
we  have  a  dream. 


Official  Sponsor  of 
WorldCupUSm 
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"Emotionalism  gets  us  nowhere," 
says  Mogi.  "Actually,  American  prod- 
ucts are  better  than  many  Japanese 
think,  and  the  Japanese  market  is  not 
as  closed  as  many  Americans  think." 

Mogi  feels  America  and  Japan,  as 
two  of  the  world's  most  responsible 
nations,  ought  to  make  greater  efforts 
for  a  better  dialogue. 

Awareness  of  the  importance  of  a 
close  relationship  with  the  local  com- 
munity has  prompted  Kikkoman  to 
set  up  a  foundation  in  Walworth,  Wis., 
home  of  Kikkoman  Foods,  Inc.— the 
U.S.  subsidiary  of  Kikkoman,  of  which 
Mogi  is  President. 

Set  up  last  June  to  mark  the  20th 
anniversary  of  Kikkoman  Foods,  Inc., 
the  Kikkoman  Foundation  will  contrib- 
ute $3  million  toward  cultural,  educa- 
tional and  economic  development 
locally,  nationally  and  internationally. 

Mogi  says  the  foundation  reflects 
Kikkoman's  resolve  to  behave  as  a 
good  corporate  citizen  in  Walworth. 

"A  community  invariably  forms  an 
opinion  about  a  corporation  on  the 
basis  of  its  behaviors,"  observes  Mogi. 
"If  it  happens  to  be  foreign,  a  certain 
lasting  image  of  the  particular  nation 
involved  is  created." 

Business  has  been  good  for  Kikkoman 
Foods,  Inc.  In  just  20  years,  it  has 
become  the  largest  soy  sauce  producer 
in  the  U.S.  with  a  50%  market  share. 
Its  14  products  include  the  only  brand 
of  naturally  brewed  soy  sauce  in 
the  U.S. 

Kikkoman  Foods,  Inc.  is  the  brain- 
child of  Mogi,  a  1961  graduate  of 
Columbia  University  Business  School 
in  New  York  City.  His  family  has  been 
in  the  soy  sauce  business  since  1630. 

Mogi  basically  attributes  to  his 
business  school  experience  much  of 
Kikkoman's  success  in  the  U.S.  "I 
learned  the  art  of  concentration  and 
hard  work,  gained  much  knowledge 
about  business,  and  made  many  good 
friends,"  he  says.  "All  of  these  things 
helped  tremendously." 

But  he  admits  he  only  came  to 
understand  America  well  after  rubbing 
elbows  with  the  people  of  Walworth, 
including  employees. 

"To  promote  mutual  understanding, 
yc  u  just  have  to  put  as  many  people 
as  possible  in  face-to-face  contact 


with  each  other,"  asserts  Mogi.  "That 
way,  you  can  hardly  misperceive  your 
counterpart." 

"I  believe  Japanese  and  Americans 
should  meet  far  more  often  on  all  levels 
just  to  get  to  know  each  other  better," 
Mogi  points  out.  "Why  shouldn't  the  peo- 
ple of  our  two  countries,  committed  to 
the  prosperity  of  the  Asia-Pacific  region 
as  two  inseparable  partners,  be  talking 
to  each  other  more  intimately?"  B 


■ 
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Hitoshi  Ishihara 

Yamaichi  Securities  Co.. 


Ltd. 


The  U.S.-Japan  trade  friction  is 
viewed  as  "a  clash  of  two  con- 
trasting values"  by  Hitoshi 
Ishihara.  Deputy  President  of 
Yamaichi  Securities  Co.,  Ltd. 

Globalism,  he  says,  calls  for  Japan 
to  make  "daring  concessions"  to  help 
improve  the  two  nations'  relations 
while  more  effectively  contributing  to 
the  world  economy. 

"The  American  sense  of  fairness 
and  free  competition  based  on  indi- 
vidualism has  clashed  with  Japan's 
centuries-old  group-orientation  that 
favors  only  insiders  resigned  to  con- 


formism  and  sameness,"  says  Ishihara 

"Although  Japan  has  become  an 
economic  giant,"  he  continues,  "it 
hasn't  grown  out  of  its  'isolated  village 
mentality,'  always  giving  'unique 
domestic  problems'  as  reasons  why 
imports  could  not  be  increased." 

He  believes  the  U.S.  has  condoned 
such  a  Japanese  posture  while  Japan's 
international  presence  was  negligible, 
"helping  Japan  back  on  its  feet  by 
shouldering  its  defense 
burdens  under  terms  of  the 
U.S.-Japan  Security  Treaty." 

"The  times  have  changed," 
notes  Ishihara,  warning  that 
Japan  will  inevitably  be 
shunned  by  the  world  unless  ij 
conforms  to  the  'international 
rules  of  free  and  fair  competi 
tion'— whether  it  likes  it  or  not. 

"I  personally  believe  that 
Japan  will  have  no  choice  but 
to  act  globally  in  this  border- 
less era,"  he  observes.  "Our 
leaders  must  realize  that 
Japan  can't  enjoy  peace  and 
prosperity  alone,  nor  can  this 
country  remain  a  'villager' 
any  more.  Japan  must  behave 
as  a  responsible  economic 
giant— despite  current 
economic  difficulties." 

While  tackling  Japan's  wor- 
sening recession,  he  asserts, 
the  Japanese  government 
must  implement  drastic 
measures — far  more  effective 
than  "time-consuming" 
deregulatory  moves— to 
rectify  Japan's  staggering 
trade  surpluses  with  the  U.S., 
among  other  things. 
Ishihara  takes  a  stark  view  of  the 
ongoing  recession,  noting  that  Japa- 
nese manufacturers  have  survived  past 
recessions  by  developing  new  tech- 
nologies and  merchandise  of  high 
added  value. 

"However,"  he  says,  "present  condi- 
tions are  entirely  different.  Because 
of  the  stronger  yen,  coupled  with 
the  aftereffects  of  the  bursting  of  the 
bubble,  the  Japanese  industry  has 
been  deprived  of  its  main  pillars.  The 
key  businesses,  automobiles  and  elec- 
tric appliances  in  particular,  have  been 
hit  across  the  board  due  largely  to  low 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals, taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work.. .and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 
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For  more  information,  call  us  at  1-800-338-9549. 
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NEC  TALKTIME 

The  time  has  come  for  the  TalkTime™  portable  phone.  Afford 
able.  So  it's  within  anyone's  reach.  Portable.  So  you  can  carry 
it  anywhere.  Anytime.  Because  you  never  know  when  you'll 
suddenly  need  to  be  in  touch.  And  that's  the  wrong  time  to 
wonder  why  you  don't  have  one.  The  affordable,  portable 
NEC  TalkTime  cellular  phone.  It's  about  time.  For  more  / 
information  call  1-800-338-9549.  a 
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nsumption  and  overinvestment  in 
nduction  facilities  back  when  every- 
ng  sold  like  hotcakes." 
R)  combat  the  recession,  Ishihara 
jes  the  government  to  stimulate 
;al  consumption  by  upgrading  Japan's 
sufficient  infrastructure  through 
jorous  investment,  including  high- 
y  and  sewer  systems.  "This  may 
Japan's  last  chance  to  make  it 
ppen,"  he  warns. 


An  internationalist  who  has  spent 
over  15  years  abroad,  Ishihara  is  con- 
vinced Japan's  future  lies  in  developing 
harmonious  relations  with  Asian 
nations,  noting  that  a  growing  number 
of  Japanese  corporations,  securities 
firms  included,  are  stepping  up  opera- 
tions in  the  rapidly  expanding  Asian 
markets  centering  on  ASEAN  nations. 

He  notes:  "Japan's  purpose  in  Asia 
should  not  be  to  find  cheap  labor. 


Such  an  approach  will  quickly  backfire. 
What  Japanese  corporations  should 
do  is  work  together  with  Asian  nations 
in  their  efforts  for  smooth  growth  in  a 
harmonious,  mutually  beneficial  rela- 
tionship in  specific  areas  of  business. 

"And  that's  what  Yamaichi  has  been 
trying  to  accomplish  in  our  operations 
across  Asia — collaborating  in  the 
stabilization  of  the  capital  market 
infrastructure  in  Asia." 


<azuo  Sonoguchi,  President  of  Mazda 
>tor  of  America,  Inc.  (MMA),  says  Mazda's 
alization  efforts  in  the  U.S.  are  paying  off. 
"If  it  had  not  been  for  Flatrock,"  says 
noguchi,  "we  probably  would  not  have 
zx\  able  to  cope  with  the  stronger  yen  as  well 
we  have." 

'Flatrock"  refers  to  a  manufacturing  plant 
erated  jointly  by  Mazda  and  Ford  in  Flatrock, 
ch.,  since  June  1992.  The  plant,  known  as 
J,  was  originally  called  MMCU  when  it  was 
t  opened  by  Mazda  in  1988. 
Fhere,  MMA  sources  about  1 10,000  Mazda 
s  a  year,  including  its  popular  626s,  while 
rchasing  some  60,000  others  manufactured 
Ford  on  an  OEM  basis. 
'The  rise  in  the  value  of  the  yen  is  a  factor 
simply  cannot  control,"  says  Sonoguchi. 
herefore,  we  are  doing  our  very  best  to 
ntrol  our  overall  operating  costs  in  the  U.S. 
we  can  hold  down  our  retail  prices  as  much 
possible. 

'But,  obviously,  it  will  become  increasingly 
ficult  for  us  to  rely  on  imports  from  Japan." 
Mazda  sold  some  350,000  cars  in  the 
3.  in  1992,  of  which  50%  were  imported 
m  Japan. 

Sonoguchi  calls  the  impact  of  the  stronger 
i  on  Japanese  car  manufacturers  "very 
ious,"  noting  that  American  consumers  are 
ginning  to  feel  Detroit  can  make  cars  as 
od  as  any. 

He  observes:  "American  consumers'  per- 
ption  of  cars  made  in  Detroit  has  clearly 
anged.  They  now  feel  that  the  quality  gap 
it  once  existed  between  American  and 
^anese  cars  has  almost  been  filled. 
"Meanwhile,  the  prices  of  Japanese  cars 
ve  kept  increasing,  making  them  less  com- 
titive  when  prices  alone  are  compared." 
Sonoguchi  sees  the  comeback  of  the  Big 
iree  as  invigorating  to  Americans  "After  all," 
observes,  "Detroit  is  the  pillar  of  U.S.  indus- 
,  and  its  comeback  is  symbolic  of  a  strong 
nerica  getting  back  on  its  feet  again. 
'I  believe  Detroit  has  mastered  the  Japanese 


Kazuo  Sonoguchi 

Mazda  Motor  of  America,  Inc. 


production  method,  incorporated  its  own 
ingenuity,  and  come  up  with  very  competitive 
cars.  This  is  what  free  competition  is  all  about. 
It  benefits  consumers." 

Detroit's  comeback  will  make  the  going 
"quite  rough"  for  Japanese  automobile  makers, 
admits  Sonoguchi,  pointing  out  that  "value 
pricing"  for  greater  customer  satisfaction  has 
become  all  the  more  important  as  a  marketing 
policy. 

"American  consumers  have  traditionally 
been  rather  conservative  and  value-sensitive," 
he  notes.  "They  are  even  more  so  today.  They 
will  not  necessarily  settle  for  inexpensive  cars, 
but  must  get  full  satisfaction  for  the  money 
they  spend. 

"What  they  are  looking  for  when  buying 
Mazda  cars  is  a  distinctive  identity— in  styling, 
performance  and  service.  We  are  striving  to 


provide  all  these  to  stay  in  business." 

Sonoguchi  says  Mazda  is  determined  to 
meet  the  challenge  by  promoting  vigorous 
R&D  activities  while  holding  down  fixed  costs 
in  its  U.S.  operations.  Meanwhile,  the  parent 
company  in  Japan  is  carrying  out  a  total 
restructuring  scheme  to  cope  with  the  more 
competitive  situation  resulting  largely  from  the 
stronger  yen. 

Japanese  auto  manufacturers  are  faced  with 
a  dilemma,  he  believes. 

"I  think  we  all  realize  that  shifting  production 
to  the  U.S.,  where  the  greatest  demand  exists, 
is  the  logical  thing  to  do  under  present  eco- 
nomic conditions,"  he  says.  "However,  the  big 
question  is  how  to  execute  the  shift  without 
hurting  Japan's  car  industry  and  the  numerous 
peripheral  industries  supporting  it." 

While  demand  for  cars  is  waning  in  Japan 
amid  a  lingering  recession,  Sonoguchi  believes 
more  cars  will  be  sold  in  the  U.S.  in  the  near 
future. 

"The  U.S.  car  market  is  picking  up  slowly 
but  steadily,"  he  says.  "There  definitely  is  a 
pent-up  demand  and  the  market  is  expanding 
gradually. 

"Mazda  did  extremely  well  in  the  third  quarter 
of  1993,  and  I  hope  we  will  continue  doing 
well,  bearing  in  mind  the  importance  of  greater 
customer  satisfaction." 

Sonoguchi  predicts  between  1 4.7  million 
and  14.9  million  cars  will  be  sold  in  the  U.S. 
per  year  in  the  next  few  years,  and  hopes  Mazda 
will  be  able  to  increase  its  current  market  share 
(2.5%  of  the  total)  by  at  least  10%. 

The  alliance  with  Ford  has  carried  Mazda  far 
in  the  U.S.,  says  Sonoguchi.  "We  value  the  great 
relationship  we  have  developed  with  Ford." 

At  Flatrock,  Ford  not  only  sources  Ford 
Probes  but  also  supplies  parts  and  compo- 
nents that  make  up  75%  of  the  local  contents 
of  every  Mazda  car  manufactured  there. 

"We  make  great  cars  in  Flatrock,"  says 
Sonoguchi.  "And  our  customers  really  don't 

care  where  our  cars  are  made— in  the  U.S.  or   

in  Japan— as  long  as  they  get  Mazda  cars."  S-2 


Advertisemf 


GOOD  CHEMISTRY 

Shiseido  combines 
science  and  culture  to 
beautify  daily  life. 


F, 


rom  us  inception  more 
than  a  century  ago,  there  has 
always  been  a  distinct 
character  about  Shiseido  —  its  people, 
products,  and  culture. 

The  $4.9  billion  global  cosmetics 
firm  dates  back  to  1872  — just  nine 
years  after  Commodore  Perry's  four  "Black 
Ships"  precipitated  the  end  to  nearly  three 
centuries  of  Japans  seclusion. 

Shiseido  was  started  as  Japans 
first  Western-style  pharmacy  by  Yushin 
Fukuhara  (1848-1924),  an  enterprising 
young  pharmacist.  At  25,  he  quit  the 
Imperial  Navy  Hospital,  determined  to 
introduce  Western  medicine. 

But  because  Japanese  believed  in 
traditional  medicine,  it  was  rough  going 
in  the  beginning. 

However,  business  eventually 
caught  on  as  Yushin  developed  a 
succession  of  innovative  products  and 
marketing  ideas,  including  Japan's  first 
toothpaste  (1888),  vitamin  tablets  (1893), 
and  "Eudermine"  skin  lotion  (1897).  In 
1902,  after  a  memorable  visit  to  the  U.S., 


Scientific  Tradition:  In  1872,  Yushm  Fukuhara  opene 
Japan's  first  Western-style  pharmacy  in  Ginza,  Tokyo. 
His  grandson  Yoshiharu,  the  current  company  president 
carries  on  the  Shiseido  commitment  to  science. 


he  opened  Japan's  first  soda  fountain, 
which  occupied  a  comer  of  his  pharmacy. 

Shiseido's  shift  to  cosmetics  owes 
much  to  his  third  son  Shinzo,  an  artist  by 
nature  who  studied  at  the  Pharmacy 
Department  of  Columbia  University  in 
New  York  in  1910. 

After  graduation,  Shinzo  interned  at 
a  cosmetics  maker  in  Yonkers,  New  York, 
then  lived  in  France  for  two  years, 
where  his  interest  in  cosmetics  grew. 

In  1913,  Shinzo  returned  to  Japan, 
vowing  to  manufacture  world-class 
cosmetics  reflecting  distinct  Japanese 
"esprit." 

Shortly  after  taking  over  as 
president  of  Shiseido  in  1917,  Shinzo 


Popular  Marketing:  Afier  seeing  American 
drugstores,  founder  Yushin  added  a  soda  fountain  to  his 

Ginza  pharmacy.  Later,  Shiseido  expanded  nationwide 

by  cresting  an  innovative  network  of  chain  stores. 


strengthened  the  cosmetics  division. 
It  was  a  turning  point  for  Shiseido. 

But  Shiseido's  ensuing  success  as  a 
full-fledged  cosmetics  maker  would  not 
have  been  possible  without  Noboru 
Matsumoto,  a  marketing  specialist  Shinz 
met  in  New  York  who  was  later  named 
president  of  Shiseido. 

Following  the  Amencan  "chain-store" 
model,  Matsumoto  started  a  nationwide 
network  of  retail  stores  in  1923  —  the 
foundation  of  Shiseido's  marketing 
success  in  Japan.  The  pharmaceutical 
division  was  eventually  closed  in  1945. 

"It  is  peace  time,"  he  declared 
shortly  after  the  war.  "Let  us  concentrate 
on  cosmetics,  which  I  believe  will  make 
the  greatest  contribution  to  the  peace  of 
the  world." 

 In  1965,  Shiseido  Cosmetics 

(America)  Ltd.  was  set  up  in  New 
York  under  Shiseido's  new 
overseas  expansion  plan. 

Recalls  Yoshiharu 
Fukuhara,  president  of  Shiseido 
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I  1987,  who  was  posted  in  the  U.S. 
ZA's  first  president: 

found  the  experience  a  series  of 
jgles.  SCA  was  in  a  critical  financial 
lition  because  the  initial 
>duction  didn't  go  —  there  was 
ash  left  in  the  bank,  too  many 
to  pay,  and  a  heap  of  returned 
:handise  in  the  warehouse." 

Life  was  miserable  for 
nharu,  partly  because  SCA 
d  not  pay  his  salary  for  half 
nr. 

"Orchids  saved  me," 
Yoshiharu,  an  avid  orchid 
/er  who  was  living  in 
on,  New  Jersey  —  mostly 
imself. 

"A  local  resident  phoned '  » 
m  New  Year's  day  in  1967  1H 
introduced  himself  as  a  fellow  «| 
iber  of  the  American  Orchid 
sty,  which  I  also  was,"  he  recalls, 
found  my  name  in  the  society's 
:tory  and  wanted  to  say  hello.  I  told 


him  I  missed  my  orchic 

"That  afternoon,  he 
dropped  by  with  ten  pots  of 
orchids.  It  was  very  touching 
...very  American.  I  cannot  say 

how  much  peace  of  mind  I  got  from 
his  orchids  during  the  remainder  of 
my  stay.  I  am  forever  grateful." 

Thanks  to  localization  efforts 
that  followed,  the  company's 
American  operation  today  is  well 
on  its  way  to  becoming  a  fully 
integrated  American  firm  with 
R&D  centers,  production 
facilities,  and  an  extensive 
sales  network. 

Notable  among  its  R&D 
facilities  is  the  MGH/Harvard 
Cutaneous  Biology  Research 
Center  (CBRC),  established  in 
Boston,  Massachusetts,  in 
conjunction  with  the 

Beautiful  Skincare:  When  Shiseido  launched  its 
first  skin  lotion  in  1897,  "Eudermine"  added  a 
scientific  dimension  to  beauty  treatment.  Its 
attractive  packaging  exemplifies  the  "Shiseido  style  " 


Cultural  Awareness:  Shiseido  supports  artistic 
events  like  the  "Parallel  Vision"  show  by  so-called 
"outsider  artists."  Shiseido  also  encourages 
cultural  pursuits  among  its  employees. 


Massachusetts  General  Hospital 
and  the  Harvard  Medical 
9*'     School.  The  Center  conducts 
research  into  the  important  role  skin 
plays  in  human  life. 


As 


lS  a  corporation  committed  to  "beauty 
and  wellbeing,"  Shiseido  puts  particular 
emphasis  on  its  involvement  in  the 
promotion  of  culture.  Typical  is  its 
sponsorship  of  the  "Dance"  exhibition 
held  at  the  Metropolitan  Museum  of  Art 
in  New  York  from  1986  to  1988  —  an 
international  costume  exhibit. 

In  1992,  Shiseido  was  a  co-sponsor 
of  "Parallel  Visions:  Modern  Artists  and 
Outsider  Art"  organized  by  the  Los 
Angeles  County  Museum  of  Art.  The 
show  traveled  to  Basel,  Madrid,  and 
Tokyo  in  1993. 

Stresses  Yoshiharu:  "Our  mission 
is  to  make  people  happier,  healthier  and 
more  beautiful.  We  are  determined  to 
pursue  this  mission  in  the  United  States, 
which  has  been  good  to  Shiseido  since 
my  grandfather's  day." 


oTHiyEIDO 


"T 

I  apan  can't  expect  relief  from 
1  the  soaring  yen  until  its  trade 
I  surplus  is  reduced,"  asserts 
Tsutomu  Kanai,  President  of 
Hitachi,  Ltd. 

"For  years,  Japan's  large 
manufacturers  have  concentrated  on 
capturing  large  market  share,"  says 
Kanai.  "Relatively  slim  per-unit  profits 
were  compensated  for  by  large  sales 
volumes."  However,  Japan's  success  in 
obtaining  market  share  has  resulted 
in  trade  imbalances. 

Hitachi's  response  to  this  situation 
is  to  promote  self-sufficiency  in  its 
overseas  operations  and  where 
feasible,  increase  local  production. 
But  the  value  of  the  yen  is  just 
a  part  of  what's  ailing  Japan.  Today, 
Japan's  economy  is  gripped  by  a 
recession. 

While  many  companies  seem 
at  a  loss,  Hitachi,  a  $65  billion 
g).ob  «i  xrpciatiori  with  products 


ranging  from  home  electronics  to 
power  and  industrial  systems, 
is  confident. 

Rather  than  continue  'business 
as  usual,'  "competing  with  rival 
firms  with  similar  products  on  price 
alone,"  Kanai  sees  his  company's 
technological  prowess  as  key.  Says 
Kanai,  "Hitachi  is  committed  to 
developing  products  that  will  compete 
on  the  basis  of  unique  technology 
and  superior  quality." 

With  few  natural  resources  of 
its  own,  Japan  has  long  understood 
the  importance  of  technological 
innovation  in  competing  in  the  world 
market.  "At  Hitachi,  the  understanding 
has  been  acute,"  Kanai  asserts. 

There  can  be  little  doubt  about 
Hitachi's  commitment  to  developing 
new  technologies.  Kanai  stresses  the 
"importance  of  giving  researchers 
the  freedom  to  take  risks  in  exploring 
new  avenues  of  possibility." 


Annually,  the  company  spends 
close  to  7%  (more  than  $4  billion  in 
fiscal  1992)  of  its  consolidated  sales 
on  R&D.  And,  in  addition  to  its 
extensive  facilities  in  Japan,  its  global 
research  network  includes  a  HDTV 
lab  in  Princeton,  NJ,  an  auto  parts 
lab  in  Detroit,  Mich.,  a  micro- 
electronics lab  in  Cambridge,  UK, 
and  an  information  science  lab  in 
Dublin,  Ireland. 

In  addition,  Hitachi  conducts  joint 
development  projects  with  other 
leading  corporations  around  the 
world.  "These  alliances  work," 
states  Kanai,  "if  the  relationship  is 
complementary,  each  company 
offering  its  own  strengths  toward 
common  goals." 

A  typical  example  of  such  a 
partnership  is  an  ongoing  project 
with  Texas  Instruments  Incorporated 
to  develop  a  256-megabit  DRAM 
(dynamic  random  access  memory). 

But  Hitachi  doesn't  rely  on  its 
massive  R&D  efforts  alone 
for  new  ideas.  "We  have  been  very 
successful  in  integrating  input  from 
our  business  divisions  in  the 
development  process,"  reports  Kanai. 
"Only  by  staying  alert  for  new  ideas 
can  we  expect  to  make  meaningful 
progress." 

Hitachi's  search  for  new  and  better 
methods  is  visible  in  its  approach 
to  environmental  technology,  where 
the  company's  researchers  are  hard 
at  work  developing  substitutes  for 
ozone  depleting  chlorofluorocarbons 
(CFCs). 

Hitachi's  products  include 
numerous  pollution  control  systems 
and  environmental  control  equipment. 

"As  a  manufacturer,  Hitachi  has 
long  sought  to  minimize  its  impact 
on  the  environment,"  says  Kanai. 
In  fact,  Hitachi  has  instituted  its 
own  Environment  Policy  Office, 
which  ensures  its  operations  are 
within  the  company's  own  very  strict 
guidelines. 

"Helping  to  provide  a  better 
world  for  succeeding  generations  is 
Hitachi's  primary  goal"  states  Kanai 
emphatically.  "Today,  there  is  still 
much  room  for  innovation.  Hitachi's 
future  will  be  bright,  so  long  as 
original  ideas  abound."  1 


Minoru  Murofushi 

ITOCHU  Corporation 


Full-scale  import-oriented  deregu- 
lation is  what  the  President  of 
ITOCHU  Corporation,  a  leading 
global  trading  company,  believes 
Japan  must  implement  immediately  to 
combat  the  U.S. -Japan  trade  imbalance 
and  ease  current  tensions  between  the 
two  countries. 

"Despite  the  stronger  yen,  Japan's 
trade  surpluses  are  still  growing,"  says 
Minoru  Murofushi.  This  is  causing 
the  U.S.  much  irritation  and  I  believe 
truly  effective  measures  are  needed  to 
stop  the  trade  imbalance  from  becom- 
ing an  emotional  issue  detrimental  to 
the  U.S. -Japan  partnership." 

Japan  must  assure  the  U.S.  of  its 
resolve  to  attack  the  trade  surplus 
issue,  he  says,  before  the  current  situ- 
ation causes  a  rift  in  the  two  nations' 
relationship. 

Once  import-oriented  deregulation 
begins  to  take  effect,  Murofushi  is  con- 
vinced many  new  U.S.  products  will 
enter  the  Japanese  market,  "such  as 


aircraft,  computers  and 
medicai-  and  defense-related 
equipment,  among  other 
things." 

Murofushi  points  out  that, 
while  implementing  deregu- 
lation, Tokyo  must  also  keep 
Washington  fully  informed  of 
its  resolve  to  make  rectifying 
the  trade  imbalance  and 
expanding  imports  a  top 
priority  on  the  national 
agenda. 

"Too  often  in  the  past, 
Japanese  leaders  have  not 
bothered  to  get  their  mes- 
sage across  to  the  U.S.  con- 
cerning issues  of  major 
importance  to  both  nations. 
They  have  chosen  to  remain 
silent,  assuming  that 
Washington  would  somehow 
understand  them  in  due 
time.  This  has  led  to  mutual 
misperceptions. 

"True,  Japanese  have  tradi- 
tionally valued  silence  as  a 
virtue,  but  such 
a  posture  is  counterproduc- 
tive to  the  U.S. -Japan  partner- 
ship, which  must  be  based 
on  mutual  trust  and  under- 
standing" 
The  value  of  effective  communica- 
tion is,  in  fact,  what  Murofushi  has 
been  preaching  constantly  since  1990 
when  he  became  head  of  ITOCHU, 
which  he  calls  a  "globally  integrated 
corporation."  Established  in  1858,  the 
firm,  which  has  10,000  employees  in 
88  countries  around  the  world,  gener- 
ated consolidated  sales  of  $166  billion 
last  year. 

"As  an  equal  partner  of  the  U.S.," 
stresses  Murofushi,  "Japan  must 
always  make  a  conscious  effort  to 
remind  the  U.S.  that  it  has  actually 
been  cooperating  with  America  in  its 
effort  to  rebuild  its  economy  and  that 
Japan  is  doing  its  very  best  to  incorpo- 
rate its  own  economy  into  the  global 
economic  system." 

Murofushi  is  concerned  that  reduc- 
ing Japan's  trade  surpluses  with  the 
U.S.  will  be  difficult  in  the  short  term 
in  view  of  the  steady  flow  of  manufac- 
tured goods  into  the  U.S. 
However,  he  believes  it  is  mandatory 


for  Japan  to  work  out  a  realistic  time- 
table to  drastically  reduce  its  overall 
balance  of  payment  surpluses. 

"It  will  be  ideal  if,  through  an  effectiv 
dialogue,  Japan  can  win  Washington's 
understanding  and  support  of  such  a 
strategy,"  says  Murofushi.  "The  impor 
tant  thing  is,  I  believe,  for  Tokyo  to 
convince  Washington  that  it  really 
means  business  this  time.  After  all 
the  U.S.  feels  it  has  kept  hearing  Japar 
make  the  same  promise  these  past  tei 
years  without  seeing  results." 

Housing  is  one  example  of  an  area 
in  which  Murofushi  sees  a  great  poten) 
tial  for  increased  imports  from  the  US 

He  notes  that  in  a  recession  that 
shows  no  sign  of  recovery,  Japanese 
consumers  are  not  making  major  pur 
chases,  but  that  housing  is  the  one 
area  in  which  Japanese  consumers 
are  bound  to  spend  money  if  certain 
conditions  change. 

"Most  Japanese  have  enough  to 
eat  and  wear  now,"  says  Murofushi. 
"They  also  have  considerable  savings 
Although  their  housing  leaves  a  lot 
to  be  desired,  strict  housing  regula- 
tions, high  prices  and  taxes  have 
prevented  them  from  investing  in 
housing  so  far. 

"Once  the  government  deregulates 
housing  laws,  makes  interest  on  hous- 
ing loans  tax-deductible  and  takes 
steps  to  encourage  the  import  of 
housing-related  materials  and  pre- 
fabricated homes  from  the  U.S.,  I  think 
the  demand  will  be  almost  endless." 

Now  that  the  yen  has  become  strong 
says  Murofushi,  Japan  is  faced  with 
the  serious  task  of  restructuring  its 
export-oriented  industrial  base  into 
one  that  is  oriented  toward  domestic 
consumption. 

Meanwhile,  he  sees  his  firm's  role 
increasing  not  only  as  an  international 
match-maker  but  as  a  "risk-sharer"  in 
promoting  international  joint  ventures 
in  a  wide  variety  of  areas,  including 
retail,  financing,  real  estate  and 
communications. 

"We  are  committed  to  the  global 
good,  which  is  our  new  corporate 
credo,"  says  Murofushi.  "I  believe  that, 
with  our  networking  capabilities  and 
rich  human  resources  spanning  the 
world,  fulfilling  such  a  commitment 
will  be  more  than  possible." 


Nomura.  A  world  of  financial  resources. 


Global  underwriting  takes  global  know-how.  We  have  a  world  of  financial  resources  at  our  fingertips  and  expert 
knowledge  of  world  markets.  When  we  promise  you  the  earth,  we  mean  it. 
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Nomura  International  pic.  member  of  the  Securities  &  futures  Authority  and  the  London  Stock  Exchange 
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Toichi  Takenaka 

Takenaka  Corporation 

 •  


SECTION 


I    ry  not  to  be  the  biggest,  but  be 

the  best." 
X      Toichi  Takenaka,  President 
of  Takenaka  Corporation,  one  of 

Japan's  five  major  construction  compa- 
nies, believes  that  this  family  dictum 
has  carried  his  firm  far. 

"Construction  is  the  type  of  busi- 
ness that  can  be  expanded  almost 
endlessly  as  long  as  the  economy 
keeps  growing,"  observes  Takenaka  in 
his  office  overlooking  the  once  bustling 
site  of  the  Tokyo  Bay  Development 
Project.  "But  we  have  always  valued 
guality  over  guantity." 

His  family's  credo  of  "serving  society 
with  quality"  traces  its  origin  to  founder 
Tobei  Takenaka,  a  famed  early  17th 
century  shrine  carpenter  in  Nagoya, 
central  Japan. 

While  many  Japanese  companies 
invested  heavily  in  real  estate  at  home 
and  abroad  duringjapan's  boom  period 
from  1987  to  the  early  '90s,  Takenaka 
Corp.  steadfastly  concentrated  its 


resources  on  selected  projects. 

That  Takenaka  Corp.  has  become  the 
first  winner  in  the  non-manufacturing 
category  of  the  coveted  Deming  Appli- 
cation Prize,  given  to  only  a  select 
number  of  corporations  with  outstand- 
ing performance  in  the  area  of  quality 
control,  is  testimony  to  its  quality 
orientation. 

Among  its  many  widely  acclaimed 
achievements  is  the  55,000-seat 
Fukuoka  Dome,  Japan's  first  retractable- 
roofed  stadium  completed  last  April 
in  the  southernmost  Kyushu  island. 

The  51 -year-old  Takenaka,  who  has 
headed  his  firm  since  1980,  predicts 
"a  long  and  very  cold  winter  ahead" 
for  the  Japanese  economy. 

Demand  in  the  construction  market 
has  fallen  by  at  least  25%  in  the  last 
12-month  period.  "This  is  by  far  the 
worst  recession  ever  in  postwar  Japan," 
he  sighs.  "Far  worse  than  the  last  one 
in  the  mid-1980s." 

"In  fact,"  he  says,  "even  during  that 


SAI-Vege! 


NIKU-Meat 


Great  Flavor  Knows  No  Boundaries 


Our  world,  a  place  where  people  speak  a  multitude  of  languages  and  follow 
different  customs.  But  one  thing  is  universally  understood:  the  pleasure  of  enjoying 
great  food.  And  Kikkoman  offers  the  flavors  that  bring  people  together. 

We're  most  famous  for  our  soy  sauce.  But  today,  Kikkoman  represents 
much  more  than  soy  sauce.  Our  product  lineup  is  larger 
than  ever  before  and  includes  high  quality  wines,  soft 
drinks,  sauces  and  seasonings. 

Blending  over  three  centuries  of  experience  with 
the  latest  in  biotechnology  and  food  development 
activities,  Kikkoman  brings  out  the  best  in  any  cuisine. 


KiKKoman 


Kikkoman  Corporation 

1-25.  Kanda  Nishiki-cho,  Chiyoda-ku,  Tokyo  101,  Japan 
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Production  Facilities:  Japan.  U  S  A  ,  Singapore.  Brazil  and  Taiwan      Subsidiaries:  USA,  Canada,  F  R  Germany,  Hong  Kong,  Australia  and  Singapore 


ADVERTISEMENT 


eriod,  demand  fell  by  5%  to  10% 
t  the  most,  and  my  firms  business 
oubled  in  just  four  years  during  the 
)ubble'  economy  that  followed." 

The  difference  with  the  last  reces- 
ion,  stresses  Takenaka,  is  that  there 
>  absolutely  nothing  that  warrants 
ptimism  about  economic  recovery 
ow— "no  light  at  the  end  of  the  tunnel, 
fear  this  is  going  to  be  a  very,  very 
)ng  winter  for  Japan." 

"Everybody  in  Japan  is  retrenching 
nd  pinching  pennies,"  says  Takenaka, 
ailing  "particularly  damaging"  the 
lump  in  Japan's  export  industry — 
otably,  automobile,  machinery  and 
amiconductor  businesses— which  has 
lmost  entirely  curtailed  facilities 
westment. 

While  there  still  is  limited  demand 
lsewhere,  he  says,  a  fierce  price 
'ar  is  rocking  the  construction  busi- 
ess  comprising  6  million  workers, 
'hich  last  year  made  up  roughly 
0%  of  Japan's  gross  national  product 
3NP). 

While  determined  to  weather  the 
torm,  Takenaka  hopes  to  see  the  Japa- 
ese  government  adopt  truly  effective 
leans  of  reducing  the  yen's  value 
gainst  the  dollar.  "Japan  must  by  all 
leans  increase  imports  from  the  U.S.," 
e  stresses.  "Otherwise,  the  yen  will 
Iways  remain  strong." 

In  all  likelihood,  Japan's  "winter" 
'ill  be  very  severe.  But  Takenaka 
lorp.  is  not  one  to  spend  the  cold  sea- 
Dn  hibernating.  Instead,  with  its  eyes 
rmly  set  on  the  future,  Takenaka  Corp. 
reentry  opened  the  New  Takenaka 
esearch  and  Development  Institute 
ist  outside  Tokyo  to  accelerate  R&D 
ctivities. 

"Japan  has  a  very  small  land  mass 
nd  scarce  resources,"  says  Takenaka, 
30  it  reguires  technologies  that  enable 

maximum  three-dimensional  use  of 
11  available  space  for  homes,  offices 
nd  factories,  conserve  resources  and 
rotect  the  environment. 

"We  are  particularly  committed  to 
eveloping  technologies  in  harmony 
ith  the  environment  to  help  sustain 
lankind's  well-being  in  the  future, 
hat's  why  we  have  an  'E'  in  our  acro- 
ymized  corporate  credo  of  'QCDSE' 
-Quality,  Cost,  (timely)  Delivery, 
afety  and  Environment." 


Come  for  business. 
Stay  for  the  experience. 
The  New  Otani. 

The  New  Otani  offers  business  travelers  everything  they  want,  and  need. 
Comfortably  appointed  guest  rooms.  Fine  restaurants  and  bars.  Modem 
conference  facilities.  International  business  support  services.  All  attended  by 
friendly  and  dedicated  staff.  And  ideal  locations  close  to  the  heart  of  major 
business  districts.  It's  no  wonder  that  New  Otani  Hotels  are  the  first  choice  of 
executives  traveling  around  the  Pacific.  And  the  world. 


HOTEL  NEW  OTANI  TOKYO 


A  member  of 

c7hepJeadin^Hotelsofth^World' 


OSAKA  KOBE  MAKUHARI 


FOR  RESERVATIONS  &  INFORMATION 

U.S.  &  Canada  (800)  421-8795.  California  only  (800)  273-2294.  Los  Angeles  (213)  629-1 1 14,  New  York  (212)  308-7491 
London  (071 )  437-1002.  Hong  Kong  (852)  529-2713.  Tokyo  (03)  3262-7021.  Osaka  (06)  941-7021 


NEW  OTANI  HOTELS 


The  following  New  Otani  Hotels  are  members  of  Northwest  Airlines'  WorldPerks  Program. 
TOKYO-MAKUHARI -OSAKA -KOBE-HAKATA-LOS  ANGELES -HONOLULU -BEIJING -SINGAPORE 


1  icn  Robin  Holland  says 
^'Let's  do  lunch,"  she's 
not  talking  trout  almondine. 


Following  last  year's  civil  dis- 
turbances, Robin  Holland 
and  a  team  from  our  Mitsubishi 
Electronics  America  subsidiary 
in  Cypress,  California  collected 
four  tons  of  food  for  the  relief 
effort  at  her  local  church,  the  Los 
Angeles  Brookins  Community 


AM  E  church 

Along  with  hundreds  of  other  nation  of  video 
employees  at  15 

major  tacilities         ^jjp  £V!^Qc 


of  the  Mitsubishi 
Electric  America 
family  of  compa- 
nies, Robin  is  part 
of  a  unique  corpo- 
rate program.  One 
that  empowers  all  our  employees 
to  identify  and  become  involved 
in  local  civic  and  charitable  causes, 
and  then  goes  onto  augment  that 
involvement  with  corporate  sup- 
port as  well. 

For  example,  soon  after  Robins 
accomplishment,  the  company 
followed  up  with  a  significant  do- 


products  to  assist  Rebuild  L.  A.  in 
vital  education,  rehabilitation  and 
job  training  projects. 

The  way  Robin  sees  it,  her 
position  as  Consumer  Relations 
Manager  isn't  one  of  managing 
a  "complaint  department!'  It's  one 
of  managing  what  she  calls  an 
"opportunity  department,"  of 
finding  those  opportunities  to  ful- 
fill the  company's  commitment 
to  our  customers. 

Fortunately  for  us,  she  feels 
every  bit  as  strongly  about  help- 
ing us  fulfill  our  commitment  to 
another  important  group. 
Our  neighbors. 
A  MITSUBISHI  ELECTRIC 
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Hideo  Sakamaki 

he  Nomura  Securities  Co.,  Ltd. 


) escribing  Japan  as  the  "lone 
winner  in  a  mahjongg  game," 
the  head  of  Japan's  largest 
:urities  firm  asserts  that  thorough 
ancial  deregulation  will  enable 
>an  to  fulfill  its  responsibility  as  the 
rld's  largest  creditor  nation. 
Japan  must  recycle  its  huge  current 
:ount  surpluses  back  into  the  world 
Dnomy,"  says  Hideo  Sakamaki, 
esident  and  CEO  of  Nomura 
curities  Co.,  Ltd.  "And  it  is  the 
ssion  of  Japan's  securities  industry 
help  realize  that. 

'Financial  deregulation  being  imple- 
mted  by  the  Japanese  government 

1  help  both  Japanese  primary  and 
:ondary  capital  markets  to  grow 
ich  bigger.  Tokyo's  capital  market 

t  then  become  a  major  international 
Dital  center  and  impact  the  global 
3nomy  more  effectively. 
Then,  Japan's  huge  current  account 
pluses,  coupled  with  an  estimated 
000  trillion  ($9.5  trillion)  in  now 
rmant  personal  financial  assets 
:.h  as  savings  accounts,  can  circu- 

2  much  more  in  both  domestic  and 


international  capital  markets." 

Sakamaki,  head  of  the  $5.5  billion 
firm  since  1991,  sees  recession-ridden 
Japan  standing  at  a  crossroads. 

"The  system  which  has  led  Japan  to 
its  postwar  economic  success  must 
change  on  all  fronts— politics,  busi- 
ness and  agriculture  included,"  he 
says.  "Of  course,  the  financial  world  is 
no  exception." 

Despite  its  size,  notes  Sakamaki, 
Japan's  financial  market  has  often 
been  rapped  by  foreign  investors  for 
its  "peculiarities"— such  as  cross- 
shareholding  and  the  unusually  high 
price-earnings  ratio  and  low  dividends. 

"Nomura  considers  it  its  mission," 
says  Sakamaki,  "to  help  restructure 
Japan's  securities  market  into  one  in 
which  the  global  standard  will  apply 
We  hope  to  help  create  a  market  more 
attractive  to  the  average  investor." 

In  this  vein,  he  points  out,  Nomura 
specifically  has  taken  a  number  of 
innovative  new  steps  since  he  became 
president.  Above  all,  Nomura  has: 
—Abolished  headquarters-led  sales 
promotion  and  given  branches  con- 
siderable discretion  to  select  financial 
products  for  recommendation,  actively 
emphasizing  the  principle  of  "know 
your  client  first " 

— Become  Japan's  first  securities  firm 
to  introduce  a  "Buy,  hold  or  sell"  stock 
rating  system  while  vigorously  pursu- 
ing a  heavily  research-oriented  mar- 
keting method 

— Introduced  a  number  of  new  prod- 
ucts, such  as  the  cumulative  stock 
investment  plan,  known  as  ruito,  to 
further  familiarize  retail  investors  with 
stocks  as  a  long-term  savings  vehicle 
and  to  expand  its  customer  base 
—Made  efforts  to  expand  the  corporate 
bond  market,  developing  a  secondary 
market  for  corporate  bonds  and  pro- 
moting them  to  institutional  and  indi- 
vidual investors. 

Stressing  the  importance  of  financial 
deregulation,  Sakamaki  says,  "What  is 
possible  in  the  financial  markets  of  the 
world  should  also  be  possible  in  Japan. 

"We  are  committed  to  helping  culti- 
vate Japan's  potential  as  a  dynamic 
direct  financial  market  for  the  world. 

"I  want  Nomura  to  be  the  Vienna 
Philharmonic  Orchestra  of  the  inter- 
national securities  business— local  yet 


global,  with  a  distinct  character  and 
an  outstanding  quality  that  the  world 
recognizes  and  appreciates." 


if  Ell  111 


Ichiro  Inumaru 

Imperial  Hotel,  Ltd. 


The  President  of  Tokyo's  plush 
Imperial  Hotel,  where  Marilyn 
Monroe,  Liz  Taylor,  presidents 
and  royalty  have  stayed,  has  closely 
followed  the  evolution  of  the  postwar 
Japanese-American  ties. 

"I  am  disturbed  that  our  relations 
seem  to  have  soured  somewhat  in 
recent  years,"  says  Ichiro  Inumaru, 
67,  who  also  heads  the  Japan  Hotel 
Association.  "Some  Japanese  are  mak- 
ing the  mistake  of  thinking  there  is 
little  left  for  Japan  to  learn  from  the 
U.S.  That's  far  from  the  truth. 

"For  instance,  hotels  in  Japan  have 
benefited  tremendously  from  the 
American  system,  from  accounting  to 
central  heating  to  catering,  and  there 
still  is  a  lot  more  to  learn. 

"I  myself  learned  a  lot— personally 
and  professionally,"  says  Inumaru, 
recalling  his  apprentice  days  at  the 
Mark  Hopkins  Hotel  in  San  Francisco 
and  the  Waldorf  Astoria  in  New  York 


To  you,  it's  a  video  game. 
To  the  hearing-impaired,  it's  a  new  way  to 

learn  how  to  speak. 


On  the  computer  screen  we  see  a  basketball 
player  shoot  the  ball  and  miss.  He  shoots  again  and 
sinks  it.  The  crowd  goes  crazy. 

This  may  sound  like  a  computer  game,  but  it's 
not.  It's  actually  an  entirely  new  way  for  hearing- 
impaired  children  to  teach  themselves  how  to  speak. 
It's  called  CISTA  (Computer  Integrated  Speech 
Training  Aid).  The  technology  is  based  on  designs 
from  Matsushita's  Central  Research  Labs  in  Osaka. 
The  system  is  being  developed  by  our  Speech 
Technology  Lab  in  Santa  Barbara,  California. 

By  speaking  into  sensors  that  measure  the  critical 
elements  of  speech,  the  child's  speech  pattern  is 
instantly  analyzed.  The  way  the  word  is  spoken 
determines  where  the  basketball  goes.  If  the  word  is 
spoken  properly,  the  ball  goes  in  the  basket;  if  it's 
said  with  too  much  or  too  little  force,  the  ball  will 
miss.  There  are  different  games  to  help  teach  all 
different  aspects  of  speech. 

Currently  CISTA  is  being  tested  by  the  Lexington 
School  for  the  Deaf  in  New  York,  the  Mayfield 
School  District  in  Cleveland  and  by  111  schools  for 
the  hearing-impaired  in  Japan.  The  preliminary 
results  have  been  exciting. 

While  CISTA  is  currently  in  the  test  phase,  we 
believe  it  has  the  potential  to  help  thousands  of 
hearing-impaired  children.  To  Matsushita  that's 
what  advanced  technology  is  all  about. 


Matsushita  Electric 

Panasonic  Technics  duasar 
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in  the  '50s.  He  was  the  first  postwar 
Japanese  student  of  Cornell  University's 
Hotel  School  and  is  now  on  the  univer- 
sity's board  of  trustee  fellows. 

Inumaru  is  concerned  that,  despite 
the  importance  of  their  bilateral  rela- 
tionship, the  U.S.  and  Japan  may  drift 
apart,  "unless  constant  efforts  are 
made  to  keep  up  a  rapport." 

As  for  Japan's  initiatives,  he  believes 
the  government  should  take  advantage 
of  the  stronger  yen.  He  asserts:  "It's 
time  consumers  in  Japan  were  protected 
through  such  measures  as  import 
liberalization  and  income  tax  reduction." 


Inumaru- admits  hotels  in  Japan 
are  "having  the  worst  time  in  history." 
Import  liberalization,  coupled  with  tax 
reduction,  he  believes,  will  help  the 
hotel  business  considerably,  "because 
hotels  depend  almost  fully  on  imported 
foodstuffs  and  beverages." 

Inumaru  calls  "honorable"  the  U.S. 
commitment  to  free  trade  despite  its 
huge  budgetary  and  trade  deficits, 
noting  that  "Japan  can  not  go  on  play- 
ing the  part  of  a  reluctant  economic 
superpower,  doing  only  what  it  is  told 
or  asked  to— as  was  manifested  during 
the  Gulf  War. 


Brother 


"Japan  should  put  aside  its  'island 
nation  mentality'  and  emulate  the 
American  readiness  to  play  a  respon- 
sible international  leadership  role. 

"Also,  Japan  should  bear  in  mind 
that  it  has  become  a  major  economy 
thanks  largely  to  U.S.  assistance.  As  a 
dependable  partner,  Japan  should  take 
steps  to  share  some  of  the  internatione 
burdens  shouldered  by  the  U.S." 

Recently,  when  Cornell  built  a  new 
hall,  Inumaru  donated  $1  million  "as  , 
gesture  of  thanks."  A  plaque  attached  tc 
the  entrance  to  one  of  the  hall's  floors 
simply  states:  "The  Imperial  Floor."  Q 


Despite  a  chronic  trade  imbalance,  Hiromi 
Gunji,  Chairman  and  CEO  of  Brother 
international  Corporation  of  Somerset,  N.J., 
believes  overall  U.S. -Japan  relations  are  much 
better  than  some  people  think. 

Interchanges  between  Japanese  and  American 
business  people,  he  says,  have  increased 
steadily  since  he  first  came  to  America  nearly 
a  decade  ago. 

Gunji  arrived  in  1984  from  Nagoya,  Japan, 
home  of  Brother  Industries,  Ltd.— a  global, 
diversified  engineering  and  manufacturing 
group  spanning  27  countries— that  is  the 
parent  company  of  Brother  International  Corp. 

Brother's  products  range  from  sewing  and 
knitting  machines  to  business  machines  and 
equipment  to  electric  home  appliances  and 
home  office  equipment.  Brother  had  world- 
wide consolidated  gross  sales  of  $1 .3  billion 
last  year. 

"Mass  media  sometimes  focus  critically  on 
occasional  incidents  across  the  Pacific,"  says 
Gunji.  "However,  in  the  business  world  in 
which  I  live  and  work,  confrontation  has  been 
lessening  and  mutual  trust  and  understanding 
increasing  between  the  businessmen  of  both 
nations." 

Gunji  cites  an  increased  awareness  by  the 
governments  and  business  leaders  of  both 
countries  that  corporations  cannot  be  labeled 
as  foreign  merely  because  their  shareholders 
are  based  in  another  country. 

"The  issue  from  a  competitive  standpoint 
and  otherwise  is  simple.  What  is  this  corpora- 
tion bringing  to  this  country?  If  you  bring  jobs 
and  capital  and  produce  good  products  and  a 
social  benefit,  you  can  be  recognized  as  a 
good  corporate  c  itizen  no  matter  where  your 
shareholders  reside." 

j  •  r  example,  Gunji  was  recently  able  to 
—  reed    ;•  long-standipg  differences  with  one  cf 
f-0   Brother  :  chief  competitors  over  'nide-related 


Hiromi  Gunji 

Brother  International  Corporation 


issues. 

"Fifteen  years  ago  we  were  brushed  aside  by 
the  Department  of  Commerce  as  just  another 
foreign  company.  We  knew  we  were  right  in 
our  claim  to  be  an  American  company  so  we 
vigorously  pursued  our  position. 

"The  recent  actions  of  the  Commerce 
Department  and  the  International  Trade  Com- 
mission showed  remarkable  fairness  to  Brother 
in  recognition  of  our  commitment  to  America." 

This,  says  Gunji,  set  the  stage  for  a  decision 
by  himself  and  the  chairman  of  his  competition 
to  end  their  legal  battles  and  compete  openly 
and  freely  in  the  global  market. 

"1  his  is  a  very  good  example  of  how  inter- 
national business  and  competition  can  work," 


adds  Gunji. 

During  his  nine  years  with  Brother  Inter- 
national Corp.,  Gunji  is  credited  with  catapulting 
his  company— set  up  as  a  small  sales  and  mar 
keting  arm  of  Brother  Industries  in  1954— into 
a  $600  million  business  that  seils  a  successful 
line  of  products  including  typewriters,  word 
processors  and  facsimiles. 

Gunji  cites  "excellent  craftsmanship"  as  the 
biggest  factor  contributing  to  his  firm's  growth. 

"Who  says  America  cannot  make  a  good 
product?"  he  asks.  "Our  people  in  Tennessee 
are  making  things  that  are  just  perfect,  abso- 
lutely problem-free.  In  fact,  I'd  say  they  are 
even  superior  in  quality  to  some  of  those  made 
in  Japan." 

Gunji's  tribute  refers  to  the  high  quality  of 
labor  available  at  Brother  Industries  (U.S.A.), 
Ltd.,  of  Bartlett,  Tenn.,  the  U.S.  manufacturing 
subsidiary  of  Brother  Industries,  Ltd.  Brother 
Industries  (U.S.A.)  is  America's  largest  manu- 
facturer of  portable  electronic  typewriters  and 
personal  word  processors. 

"It  is  people  who  make  excellent  products, 
and  we  are  proud  to  have  excellent  craftsmen 
and  craftswomen  working  for  us,"  says  Gunji. 
"It  is  our  corporate  culture  that  nurtures  such 
craftsmanship." 

With  his  New  Jersey-based  firm's  40th 
anniversary  less  than  a  year  away,  Gunji  dis- 
cusses a  dream  he  wants  to  see  come  true  by 
the  year  2000:  He  wants  Brother  International 
to  develop  into  an  integrated  $1  billion  global 
company  with  full  research  and  development, 
production  and  marketing  functions  around 
the  world,  and  a  third  of  its  revenues  from 
non-U.S.  sources. 

Gunji  appears  confident  his  firm  will  make  it 
"We  are  investing  in  our  people  heavily, 
because  they  are  our  most  treasured  assets," 
he  declares.  "I  am  sure  they  in  turn  will  enable 
us  to  reach  our  goals." 


If  you  don't  know 
whom  to  call  for 
reliable  financial  advice, 
here's  a  little  hint. 


•Skilled  experts  in  global  markets. 
•Advanced  services  tailored  to  your  needs. 
•  Most  extensive  banking  network  in  Asia. 

  Call  us,  and  see  how  far  you  can  go. 


^%  SAKURA  BANK 

(Formerly  MITSUI  TAIYO  KOBE) 

Americas  Division  350  Park  Avenue,  8th  Floor,  New  York,  NY  10022,  U.S.A.  Tel:  (212)  756-6500 
Asia  and  Oceania  Division  1-2,  Yurakucho  1-chome,  Chiyoda-ku,  Tokyo  100,  Japan  Tel:  (03)  3501-1 1 1 1 

Europe,  Middle  East  and  Africa  Division  Ground  and  1st  Floor,  6  Broadgate,  London  EC2M  2RQ,  United  Kingdom  Tel:  (71)  638-3131 
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Otoyasu  Fujisawa 

Gyosei  Corporation 


In  many-ways,  President  Otoyasu 
Fujisawa  of  Gyosei  Corporation, 
a  leading  Japanese  publishing 
company,  is  an  unusual  man. 

Since  becoming  president  33  years 
ago,  he  hasn't  received  a  penny  in 
salary  from  his  company,  which  grosses 
some  $600  million. 

"I  believe  in  frugal  living,"  says 
Fujisawa  (83).  "I  neither  drink  nor 
smoke,  eat  simply  and  have  little 
interest  in  worldly  affairs." 

Hard  work  is  his  cup  of  tea.  An  early 
bird,  Fujisawa  drives  his  own  Toyota  to 
work  six  days  a  week,  showing  up  at 
his  office  at  6:15  on  the  dot. 

His  only  vice  is  golf.  Since  taking  it 
up  in  1960,  Fujisawa  has  played  3,974 
rounds.  "I  am  looking  forward  to  my 
4,000th  round,"  says  Fujisawa  with  a 
boyish  twinkle  in  his  eyes. 

Owner  of  a  pharmaceutical  company 
during  the  Pacific  War,  Fujisawa  vividly 
recalls  when  the  war  ended  with 


JDB  Promotes  Direct 
Investment  in  Japan 


The  Japan  Development  Bank  (JDB),  a 
government-owned  financial  institution 
specializing  in  project  finance,  offers  specially 
designed  loan  programs  for  foreign  firms 
investing  in  Japan.  To  learn  more  about 
these  programs  and  the  advantages  of 
direct  investment  in  Japan,  please 
contact  the  "Center  for  Promotion  *" 
of  Direct  Investment  in  Japan" 
nearest  you. 


THE  JAPAN 

DEVELOPMENT 

HANK 


Head  Office-Tokyo:  International  Department 

Tel:  81  -(3)  3244-1785  Fax:  81 -(3)  3245-1938 

Representative  Offices:  Washington  D  C.  Tel:  (202)  331-8696 

New  York  Tel:  (212)  949-7550  Los  Angeles  Tel:  (213)  362-2980 

London  Tel:  44-(71)  638-6210  Frankfurt  Tel:  49-(69)  724341 


Japan's  surrender. 

"I  was  totally  devastated  by  the  defeat 
says  Fujisawa  reminiscing  over  those 
days  half  a  century  ago.  "I  was  in  a 
daze  for  weeks,  but  knew  I  had  to  fine 
a  reason  to  live— a  new  meaning  in  life 

One  day,  he  ran  into  an  old  friend, 
who  talked  him  into  going  back  to  bus 
ness.  Fujisawa  complied  and  started 
a  real  estate  business  with  what  was 
left  of  his  war-time  savings. 

Eventually,  he  made  a  fortune,  and 
in  1961  was  asked  to  help  Gyosei  out 
of  a  management  crisis. 

The  inauguration  in  1992  of  the 
Japanese  edition  of  Forbes  represents 
a  new  dimension  of  business  for 
Gyosei,  a  firm  that  has  specialized 
mainly  in  legal  publishing  since  its 
foundation  in  1893. 

"The  Japanese  edition  is  going 
strong,"  notes  Fujisawa.  "It  is  an  im- 
portant vehicle  of  dialogue  between 
America  and  Japan,  and  I  am  fully 
committed  to  its  success. 

With  Fujisawa  at  the  helm,  Gyosei 
in  its  101st  year  of  operation  is  doing 
extremely  well.  "My  only  remaining 
desire  in  life,"  he  says,  "is  to  create  a 
solid  infrastructure  for  my  employees' 
future." 

His  preoccupation  during  the  current 
recession  is  protecting  his  2,000 
employees  while  sustaining  the  growth 
of  his  publishing  and  other  information- 
related  businesses. 

A  traditionalist  who  believes  in  old 
Japanese  values,  Fujisawa  is  particu- 
larly disappointed  with  the  slackening 
of  Japan's  work  ethic. 

"When  a  company  becomes  too  big," 
observes  Fujisawa,  "complacency 
inevitably  creeps  in.  That's  why  I  make 
a  point  of  telling  my  employees  all 
the  time  to  work  as  hard  as  I  do  to  prote< 
their  jobs." 

To  Fujisawa,  Japan's  current  reces- 
sion, which  he  predicts  will  worsen, 
is  a  blessing  in  disguise  "because  it 
wouldn't  be  so  bad  if  Japan  became 
poor  and  hungry  once  again  to  humbly 
reflect  on  how  a  rich  nation  should 
behave  internally  and  externally. 

"When  we  were  in  need,  we  worked 
very  hard  and  cared  for  each  other, 
sharing  what  little  we  had.  That  is 
the  spirit  bringing  people,  as  well  as 
nations,  closer  together." 


ADVERTISEMENT 


Akasaka  Prince  Hotel,  Tokyo? 
Where  Americas  Business  Leaders 
Stay  in  Japan 

Economic  conditions,  currency  exchange 
rates,  weather  and  many  other  things  change 
on  a  daily  basis  here  in  Japan. 

But  at  the  761 -room  Akasaka  Prince 
Hotel,  one  thing  never  changes— our  stead- 
fast commitment  to  provide  the  best  possible 
service  to  the  many  American  business 
leaders  who  stay  with  us. 

Akasaka  Prince  Hotel,  which  is  located 
in  central  Tokyo  adjacent  to  the  Imperial 
Palace,  was  designed  for  the  international 
corporate  executive.  As  evidence  are  our 
12  restaurants  and  lounges,  business  center, 
large  spacious  rooms  with  ample  work  space, 
spectacular  views  and  concierge  services. 

We  also  feature  a  variety  of  very  unique 
suites.  Our  executive  suites  have  a  separate 
living  rocm,  dining  and  entertaining  facili- 
ties, two  baths  and  a  separate  bedroom.  Our 
popular  business  suite  has  extra  large  work 
areas  and  many  other  special  amenities. 

As  a  member  of  Japan's  most  prestigious 
hotel  family,  Prince  Hotels,  our  76  proper- 
ties have  a  tradition  of  looking  after  all  the 
details  that  help  travelers  achieve  high  levels 
of  comfort  and  productivity. 

We're  also  mindful  that  business  travelers 
need  relaxation  away  from  work.  We  own  or 
manage  resorts  in  Hawaii,  Alaska,  Kyoto, 
Australia  and  throughout  Japan.  So,  when 
replenishment  of  the  mind,  body  and  soul 
are  due,  please  call  us. 

Within  the  past  two  years,  Akasaka  Prince 
Hotel  has  responded  quickly  to  offset  the 
impact  the  strengthening  yen  has  had  on 
travel  costs  for  our  American  guests. 

We've  introduced  several  helpful  programs. 
Our  Akasaka  Business  Plan  provides  free 
meals,  in-room  fax  and  other  items.  The 
plan  has  two  options  and  each  saves  the 
guest  $300  over  a  four  day  stay. 

Our  Prince  Club  International  (PCI)  fre- 
quent guest  club  offers  reduced  room  rates, 
free  breakfast,  extended  check-out  and 
much  more. 

Looking  to  the  future,  we  are  sure  more 
changes  and  many  new  challenges  lie  ahead. 
And,  we  are  also  certain  that  our  Akasaka 
Prince  Hotel  will  remain  completely  com- 
mitted to  our  primary  mission  of  serving 
the  varied  wants  and  needs  of  American 
business  travelers. 


PRINCE   HOTELS    INTERNATIONAL   DESTINATIONS:   TOKYO    PRINCE   HOTEL,  TOKYO, 


A^kasaka  Prince  Wotel. 

^Sfhat  business  Is 
Coming  To  In  Tokyo. 


Akasaka  Prince  Hotel  is  Tokyo's  most  prestigious  address. 
All  761  guest  rooms  offer  ample  work  space,  complete  privacy 
and  spectacular  views.  There  are  twelve  superb  restaurants 
and  lounges  and  24-hour  room  service.  With  unmatched 
access  to  the  city's  business  and  entertainment  districts,  a 
comprehensive  business  center  and  extraordinary  service, 
it's  no  wonder  Akasaka  Prince  Hotel  towers  above  the  rest. 
For  reservations  call  Sterling  International  Reservation 
Service  at  800-637-7200  or  Prince  Hotels  at  800-542-8686. 

Akasaka  ®  PrWCE  HOTEL 

TOKYO 
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Yoshiharu  Fukuhara 

Shiseido  Co.,  Ltd. 


Yoshiharu  Fukuhara,  President 
of  Shiseido,  Japans  largest 
cosmetics  firm,  says  the  private 
sector  is  wrong  to  blame  the  govern- 
ment alone  for  Japans  colossal  trade 
surpluses  with  the  U.S. 

"I  believe  it  is  very  much  the  private 
sector's  problem  as  well."  says  Fuku- 
hara. "Japanese  industries  tend  to  con- 
veniently hold  the  government  respon- 
sible. Many  of  them  appear  even 
indifferent. 

"But  I  definitely  see  it  as  a  problem 
that  must  be  attacked  on  the  corporate 
and  industry  levels  as  well." 

Calling  the  trade  imbalance  "a  hard 
fact  of  life,"  Fukuhara  urges  Japan's 
export  industries,  as  well  as  individual 
corporations,  to  start  tackling  it  as  a 
problem  of  their  own. 

"Everybody  must  contribute  to  a 
solution  like  ants  building  an  anthill," 
he  says,  "because  every  bit  counts 
under  such  circumstan 
Fukuhara  has  been  president  since 


1987  of  Shiseido,  a  $4.9 
billion  global  corporation 
founded  by  his  grandfather 
in  1872  as  a  Western-style 
pharmacy.  Today  Shiseido 
markets  its  products  in  more 
than  40  countries  and  has 
production  facilities  in  the 
U.S.,  France,  Taiwan,  New 
Zealand  and  China.  It  has 
a  total  of  24,000  employees, 
4,000  of  them  overseas. 

Fukuhara  believes  overall 
U.S. -Japan  relations  today  are 
"not  bad  at  all"  except  for 
the  differences  over  trade. 

Referring  to  structural 
differences  between  the  U.S. 
and  Japan  as  the  primary 
cause  of  friction,  he  urges 
Japanese  industries  to  exer- 
cise self-restraint  in  their 
export  and  business  practices 
in  the  U.S. 

Disagreeing  with  critics 
who  claim  Japan  gets  bashed 
because  the  Democrats  have 
taken  charge  in  Washington, 
he  says:  "As  long  as  Japan's 
surpluses  remain  huge,  the 
U.S.  will  continue  to  press  for 
a  solution— regardless  of  who 
is  in  charge." 
As  one  of  Japan's  most  vocal  advo- 
cates of  close  international  interchange, 
Fukuhara  believes  in  "balance  and 
harmony"  in  conducting  business 
and  is  vocal  in  his  criticism  of  some 
of  Japan's  past  business  practices  in 
the  world. 

"A  newcomer  to  a  foreign  market 
must  be  very  careful  not  to  unduly 
upset  the  balance  and  harmony 
existing  within  the  local  industry," 
he  says. 

Since  1965,  when  Shiseido  entered 
the  U.S.  market,  he  says,  it  has  con- 
sciously stayed  away  from  the  mass 
market,  concentrating  single-mindedly 
on  the  upscale  market  that  makes  up 
a  mere  15%  of  the  total  U.S.  cosmetics 
market. 

Recalls  Fukuhara:  "As  a  foreign 
corporation,  we  felt  we  should  exercise 
strict  self-restraint  and  stay  away 
from  the  more  lucrative  mass  market. 
Therefore,  we  needed  a  distinct  identity 
reflected  in  our  products  and  sales 


method  to  remain  competitive  in  the 
U.S.  market. 

"This  strategy  eventually  won  us  a 
special  clientele  that  seeks  out  our 
products  at  major  department  stores 
and  selected  specialty  stores." 

Shiseido  Cosmetics  of  America, 
of  which  Fukuhara  was  president  fron 
1966  to  1969,  was  set  up  in  New  York 
in  1965  initially  as  Shiseido's  U.S.  mar 
keting  arm.  It  has  since  opened  its 
own  plant  and  acquired  Zotos  Inter- 
national Inc.  (a  professional  salon 
business)  and  Davlyn  Industries,  Inc. 
(a  manufacturing  plant). 

Because  Shiseido  was  unfamiliar 
with  the  market,  says  Fukuhara,  it  did 
not  do  as  well  as  expected  over  the 
first  20  years,  and  has  twice  been 
compelled  to  restructure  its  U.S. 
operations. 

However,  he  says,  his  firm's  products 
today  enjoy  the  support  of  local  cus- 
tomers who  appreciate  the  "distinct 
estheticism  reflected  in  our  products, 
presentation  and  services,  which  is 
the  very  identity  we  have  endeavored 
to  establish  for  ourselves." 

Even  in  difficult  economic  times, 
a  product  with  originality  is  well- 
received  by  the  American  consumer, 
Fukuhara  says,  citing  Issey  Miyake's 
signature  fragrance  L'eau  d'Issey  as  a 
good  example. 

Fukuhara  attributes  his  firm's 
success  in  the  U.S.  to  hard  work, 
vigorous  localization  efforts  as  a  good 
corporate  citizen  and  the  "many  valu- 
able friendships"  he  cultivated  in 
the  U.S. 

In  fact,  promotion  of  close  personal 
ties  is  what  Fukuhara  strongly  pro- 
poses as  "a  powerful  tool"  for  cement- 
ing relations  across  the  Pacific. 

"Mutual  trust  formed  through  inti- 
mate people-to-people  contact  is  what 
our  two  countries  need  very  badly," 
stresses  Fukuhara,  "especially  at  a 
time  when  the  U.S.  and  Japan  must 
reaffirm  the  crucial  importance  of  our 
Pacific  partnership. 

"What  mutual  trust  can  do  for  the 
common  good  in  this  global  era  is 
truly  incredible.  It's  been  amply  proven 
in  my  association  with  my  American 
friends  that  it  is  often  people,  not  the 
government,  that  make  great  things 
happen."  Q 


Symbiosis  :ism 

Symbiosis  is  one  of  the  natural  world's  truly  beautiful 
systems.  In  reality,  this  principle  of  dynamic  natural  rela- 
tionships exists  not  only  among  plants  and  animals;  it  also 
applies  to  animals  and  humans,  humans  and  humans, 
companies  and  companies,  companies  and  the  environ- 
ment, humans  and  the  earth.  It  is  this  very  relationship, 
expressed  by  the  term  "Symbiosis:  ism", that  is  our  goal  for 
bringing  about  better  business  global  partnerships.  Through 
both  free  competition  and  harmony,  based  on  a  spirit  of 
mutual  benefit  and  trust,  Nippon  Steel  will  continue  to  make 
these  interactions  more  productive  and  fruitful  for  our  lives. 


NIPPON  STEEL 
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A keen  and  often  outspoken 
observer  of  U.S. -Japan  relations, 
NEC  President  Tadahiro 
Sekimoto  warns  against  taking  a 
"micro"  view  of  the  bilateral  ties  in 
which  Japan  has  amassed  huge  trade 
surpluses. 

Sekimoto,  a  popular  figure  in  inter- 
national symposia,  claims  a  stronger 
yen  will  not  significantly  rectify  the 
trade  imbalance,  citing  "structural 
differences"  between  the  two  nations— 
a  theory  he  has  been  expounding 
for  years. 

As  long  as  the  two  countries  maintain 
their  respective  social  structures,  he 
says,  the  basic  nature  of  their  bilateral 
trade  ties  is  not  likely  to  change. 

Sekimoto  characterizes  the  U.S.  as  a 
full-fledged  information  society  whose 
strength  lies  in  software  and  services, 
and  Japan  as  a  full-grown,  industrial 
society  strong  in  manufacturing. 

American  consumers  will  continue 
to  need  manufactured  goods,  he 
remarks,  which  are  readily  available 
from  Japan. 

Sekimoto  notes  that  the  1985  Plaza 
accord,  which  raised  the  yen's  value 


by  33%  (from  Y240  to  Y160)  against 
the  dollar,  did  not  help  reduce  Japan's 
trade  surpluses  with  the  U.S. 

The  U.S.  trade  deficit  with  Japan, 
which  stood  at  $11.9  billion  in  the 
fourth  quarter  of  1985,  had  hardly 
changed  in  the  third  quarter  of  1991  — 
$11.7  billion— although  the  overall  U.S. 
trade  deficit  with  the  world  halved. 
Since  then,  even  though  the  yen's  value 
has  been  further  increased,  the  trade 
deficit  between  the  two  countries  has 
expanded  in  reverse,  Sekimoto  says. 

Theoretically,  he  notes,  the  sudden 
increase  of  the  yen's  value  enforced 
early  last  year  "should  have  dramat- 
ically decreased"  the  U.S.  trade  deficit 
with  Japan.  "However,  nothing  of  the 
sort  has  happened— nor  will  it  happen." 

Sekimoto  is  convinced  that  the 
exchange  rate  is  not  the  root  cause  of 
the  U.S. -Japan  trade  imbalance.  And 
that's  why  he  advocates  taking  a 
"macro"  view  of  bilateral  relations. 
"The  ties  between  the  U.S.  and  Japan 
are  inseparable  and  should  remain 
mutually  complementary,"  he  says. 
"Ours  is  a  relationship  based  on  the 
principle  of  mutual  trust  and  free  and 


fair  competition." 

NEC,  a  quintessential  electronics 
firm  that  accounts  for  some  50%  of 
the  Japanese  personal  computer  mar 
ket,  is  engaged  in  a  harsh  competitior 
with  American  makers  such  as  IBM 
and  Apple. 

Sekimoto  cites  as  "a  fine  result  of 
free  competition"  the  rivalry  between 
Japanese  and  American  car  makers. 

"At  one  time,  Detroit  saw  its  market 
share  decline  because  it  produced 
cars  of  low  quality.  What's  happened 
to  the  U.S.  auto  industry  since  is 
remarkable." 

He  notes  that  competition  and  coop 
eration  between  U.S.  and  Japanese  aut 
manufacturers  has  led  Detroit  to  manu 
facture  very  competitive  cars,  saying: 

"Detroit  has  incorporated  produc- 
tion know-how  from  Japan  in  the  same 
manner  in  which  Japanese  once 
learned  from  America,  and  they  have 
put  their  own  creativity  into  their  prod 
ucts.  It's  Japan's  turn  now  to  bounce 
back.  That's  what  free  competition  is 
all  about— ultimately  benefiting  the 
consumer." 

Sekimoto  is  disturbed  by  "a  handful 
of  those  representing  special  interest 
groups"  who,  he  claims,  manipulate 
public  opinion  to  blow  the  U.S. -Japan 
trade  imbalance  out  of  proportion, 
and  the  press  that  often  resorts  to 
sensationalism. 

"As  long  as  Japan  remains  an  indus 
trial  society,  I'm  afraid  our  trade  ties 
will  always  be  lopsided,"  says  Sekimotc 
"We  must,  therefore,  take  into  con- 
sideration the  impact  of 'invisible  trade 
and  view  an  overall  picture  of  our 
bilateral  relations  with  the  overall 
balance  of  payment  in  mind." 

Invisible  trade,  he  says,  includes 
a  wide  range  of  royalties  on  Un- 
developed software,  including  CNN 
programming,  Hollywood  movies  and 
book  publishing  rights,  that  Japan  pay; 
the  U.S.  each  year,  as  well  as  expense: 
incurred  by  Japanese  tourists  visiting 
the  U.S. 

"Japanese  are  buying  from  the  U.S. 
far  more  than  meets  the  eye,"  says 
Sekimoto.  "Although  the  trade  im- 
balance doesn't  change  much,  the 
gap  in  the  overall  balance  of  payment 
is  closing." 

Sekimoto  believes  friction  sometime: 


BETWEEN  PERFORMANCE  AND  ECONOMY 


RICOH  FT 87 80 
Touch  Screen 
Copying  System 


Ricoh  rewrites  the  rules  for  touch 
screen  technology.  Introducing  two  high 
volume  copying  systems.  The  FT8880  and 
the  FT8780.  Each  uniquely  versatile.  Both 
surprisingly  affordable. 

Ricoh's  high  volume,  touch  screen  copiers 
are  so  easy  to  use  that  they  make  your  entire  com- 
pany more  productive.  And  quick.  80  copies  per 
minute.  A  remarkable  5,050  sheet  capacity  lets  you 
run  far  bigger  jobs  and  just  walk  away.  Three  paper 
sources  make  it  simple  to  make  transparencies, 


RICOH  FT8880 
Touch  Screen 
Copying  System 


r  insert  slip  sheets  and  covers.  And 
finish  the  job  with  your  choice  of 
three  stapling  options.  All  programmed 
instantly  at  the  touch  of  a  screen. 
But  the  real  breakthrough  of  the  Ricoh  touch 
screen  copiers  is  their  price.  Ricoh  offers  both 
the  FT8880  and  the  FT8780  for  far  less  than  you 
probably  paid  for  the  old  high  volume  machine  you're 
using  now. 

So  call  us  for  a  demonstration  at  1-800-63-RICOH 
ext.  1412.  The  Ricoh  touch  screen.  Look  into  it. 
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occurs  between  the  two  countries  be- 
cause of  the  lack  of  "a  true  dialogue 
between  Tokyo  and  Washington" 
concerning  the  real  nature  of  the 
relationship. 

"I  sincerely  hope  that  the  leaders  in 
Tokyo  and  Washington  realize  and  un- 
derstand how  interdependent  our  rela- 
tions are,  and  start  a  serious  dialogue 
on  how  to  mesh  a  sophisticated  infor- 
mation society  and  an  advanced  indus- 
trial society  together  for  mutual  benefit 
—and  for  the  benefit  to  the  world." 


Kazuhiko  Otani 

The  New  Otani  Co.,  Ltd. 


Recession  has  hit  Japan  "like  a 
mammoth  earthquake,"  says 
Kazuhiko  Otani,  President  of 
The  New  Otani  Co.,  Ltd.  We  have 
never  experienced  anything  like  this 
in  the  postwar  era." 

The  recession  hasn't  spared  the  lead- 
ing Japanese  hotel  chain,  which  runs 
19  hotels  in  Japan  and  four  overseas. 

But  Otani  is  confident  that,  with  the 
help  of  his  brand-new,  ultramodern 
Garden  Court,  a  $400  million  intelli- 
gent building,  his  group  will  manage 
to  weather  the  storm,  because,  he 


believes,  "it's  the  most  cost-effective, 
environment-friendly  building  in  Japan." 

This  new  complex  is  adjacent  to 
New  Otani's  two  hotels — Main  and 
Tower — in  a  prime  central  Tokyo  loca- 
tion, which  have  a  combined  total 
of  1,612  guest  rooms.  The  30-story 
Garden  Court  has  22  spacious  floors 
for  corporate  tenants.  They  benefit 
from  advanced  office  functions  and 
sophisticated  hotel  facilities  offering 
Japan's  first  24-hour  business  services. 

However,  the  real  strength  of 
The  Garden  Court  lies  hidden  in  its 
basement. 

In  the  engine  room  occupying  three 
basement  floors  are  three  1,500- 
kilowatt  gas-turbine  generators  capable 
of  supplying  one-third  the  maximum 
amount  of  electricity  required  by 
the  huge  hotel  complex  any  given  day, 
dramatically  cutting  the  hotel's  elec- 
tricity bill. 

Meanwhile,  steam  generated  in  the 
process  produces  energy  for  hot  water 
and  air  conditioning,  providing  more 
than  70%  of  steam  required. 

Otani  notes  this  is  the  first  cogenera- 
tion  system  ever  employed  by  Japan's 
hotel  industry,  greatly  contributing 
to  cost  reduction,  energy  conservation 
and  environmental  protection. 

The  Garden  Court  has  a  water  re- 
cycling system  as  well.  Every  day,  some 
500  tons  of  wastewater— about  15%  of 
all  the  water  used — is  purified  to  flush 
the  public  lavatories  within  the  hotel 
complex  and  fill  the  cooling  tower. 

Numbers  quoted  by  Otani  are  im- 
pressive. During  the  12-month  period 
ending  September  1993,  the  cogenera- 
tion  system  provided  some  45%  of 
electricity  and  73%  of  steam  used 
pollution-free. 

"As  a  huge  hotel  complex,  we  wasted 
too  much  water  and  energy  before," 
says  Otani.  "The  Garden  Court  is  a 
good  example  of  what  we  are  doing  to 
reduce  costs  by  eliminating  waste  so  we 
can  compete.  And  I  believe  we  will." 

Noting  a  sharp  decline  in  the  number 
of  hotel  guests  from  abroad  as  a  direct 
result  of  the  stronger  yen,  Otani  says 
he  hopes  his  firm  will  benefit  from 
an  agreement  signed  with  Marriott 
Corporation. 

The  February  1992  agreement, 
covering  joint  marketing,  sales  and 


promotion  activities,  is  a  culmination 
of  a  friendship  begun  a  year  earlier 
through  a  chance  meeting  between 
officers  of  both  companies.  They 
"hit  it  off  instantly  and  decided  to 
exchange  personnel  informally. 

"Japanese  hotels  have  always  learned 
much  from  the  U.S.  hotel  system, 
and  it  was  an  honor  to  get  a  chance 
to  team  up  with  Marriott,"  says  Otani. 
"Through  the  personnel  exchange, 
we  learned  that,  besides  know-how, 
'mutual  trust'  was  the  corporate  motto 
for  both  groups." 

Otani  believes  developing  mutual 
trust  is  "a  vital  task"  for  Americans 
and  Japanese  today,  adding  that  he  is 
confident  New  Otani  and  Marriott  will 
be  able  to  build  "something  bigger" 
on  the  foundation  of  mutual  trust  they 
have  fostered. 

The  I6lh  Annual  Special  Japan  Supplement,  1994. 
was  written  by  journalist  Ko  Shioya  specializing 
in  U.S. -Japan  affairs,  based  in  Tokyo.  Designed  by 
Alsumi  Malsui.  101  Design  Office.  Tokyo.  Typography 
by  Timely  Inc..  Tokyo.  Photographed  by  Yujiro 
Koguchi.  Sasaki  Studio.  Tokyo. 
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Reach  The  Japanese  Business  Market  With  The  Forbes  "Global  Advantage.' 


Forbes'  gutsy,  insightful  business  reporting  is 
now  available  in  four  languages:  English, 
Japanese,  German  and  Chinese. 

Global  marketers  can  reach  the  all-important 
Japanese  business  market  with  Forbes 
Nihonban  -  Forbes'  Japanese  language  edition. 
No  mere  translation  of  the  U.S.  edition,  Forbes 
Nihonban  is  written  and  edited  in  Japan 
specifically  for  the  Japanese  market  with 


Forbes'  unique  editorial  flavor. 

Now  your  advertising  can  reach  Forbes 
Nihonban's  over  100,000  Japanese  executive 
readers  at  a  substantial  discount  with  the 
Forbes  "Global  Advantage."  Advertise  in 
Forbes  U.S.  and  apply  your  earned  frequency 
discount  in  Forbes  Nihonban,  no  matter  how 
small  your  schedule  in  Forbes  Nihonban 
may  be. 


Who's  where  in  the  stock  market 

If  your  stocks  have  doubled  in  value  in  five  years, 
don't  brag.  Your  performance  is  merely  average. 


By  Gilbert  Stccdlcy 

The  last  five  years  marked  the  continuation  of  an  extraor- 
dinary period  in  the  stock  market.  The  Dow  industrials 
gained  71%,  while  both  the  S&P  and  Wilshire  indexes 
gained  more  than  66%.  But  the  1,188  stocks  ranked  by 
FORBES  rose  an  average  98%  (excluding  dividends)  be- 
tween Dec.  31, 1988  and  Nov.  17, 1993.  This  amounts  to 
an  average  annual  gain  of  about  14%. 

Whv  the  spread  between  our  survey  companies  and  the 
well-known  market  indicators?  A  handful  of  stocks  skewed 
the  results.  In  the  rankings  below,  the  share  price  of  10  th- 
ranked  Cisco  Systems  increased  almost  tenfold,  while 
1,000th  ranked  GenCorp  had  a  12%  price  decline.  Aver- 
aged together,  the  two  stocks  show  a  gain  of  441%,  even 
though  one  lost  money  for  investors.  There  were  enough 
such  cases  among  the  1,335  companies  covered  in  this 
survey  to  explain  the  difference  between  the  Dow's  perfor- 
mance and  our  list's. 

The  market  certainly  rewarded  youth  during  the  last  5 
years.  Of  the  top  ten  performing  stocks,  LDDS  Communi- 
cations of  Jackson,  Miss,  has  been  public  the  longest — 12 
years;  Charles  Schwab  Corp.,  only  7  years.  All  ten  firms  are 
relatively  small  players  in  their  respective  industries. 
Among  other  things,  that  means  there's  opportunity  for 
future  growth. 

Health  care  stocks,  despite  their  1993  decline,  per- 
formed best  over  the  past  five  years;  as  a  group,  they  rose 
218%.  United  HealthCare  of  Minnetonka,  Minn.,  which 
manages  a  score  of  health  maintenance  organizations, 
racked  up  the  biggest  gain — up  nearly  thirty-threefold.  In 
second  place  is  another  HMO  operator,  U.S.  Healthcare, 
up  twenty-onefold. 


Conseco,  which  is  ranked  third,  is  an  insurance  firm  that 
specializes  in  annuities.  Its  accounting  methods  have  been 
challenged  by  the  short-sellers — who  have  a  7%  interest  in 
Conseco  shares — but  so  far  the  stock  has  bloodied  the 
shorts. 

The  best-performing  manufacturing  company?  Fourth- 
ranked  Solectron  Corp.,  which  shows  a  1,361%  price 
increase  over  the  past  four  years.  Solectron  specializes  in 
computer  circuit  boards,  and  its  sales  have  nearly  doubled 
over  the  past  year. 

What  about  the  losers?  International  Business  Ma- 
chines'1 market  value  slipped  by  $40  billion,  while  the  stock 
declined  57%  since  1988. 

Defense  stocks  rebounded  in  1993  but  still  rank  as  the 
worst-performing  industry  over  the  past  five  years,  with  an 
average  decline  of  37%  since  the  end  of  1988.  Rohr,  Inc., 
which  makes  aircraft  engine  components,  fell  73%. 

Turnaround  stocks,  too,  helped  the  FoRRFS-ranked 
stocks  to  outperform  the  big  averages.  In  1991  the 
Massachusetts-based  Hills  Department  Stores  filed  for 
Chapter  11,  its  market  capitalization  just  S38  million. 
Hills'  market  capitalization  is  now  S356  million,  and  the 
stock  shows  a  five-year  gain  of  122%.  Missouri's  AMC 
Entertainment,  Chrysler,  MascoTech  (formerly  known  as 
Masco  Industries)  and  Standard  Motor  Products  are  other 
examples  of  rebounding  companies  with  healthy  price 
returns. 

Note:  We  rank  a  few  stocks  based  on  three-  or  four-year 
performance,  but  147  companies  in  this  year's  Annual 
Report  on  American  Industry  haven't  been  publicly  traded 
long  enough  to  be  ranked  in  this  table.  H 


The  best  stocks  1988-93 


S-year 

Recent 

Company 

price  change 

price 

United  HealthCare 

3,161% 

73% 

US  Healthcare 

1,987± 

541/2 

Conseco 

1,91/ 

561/s 

Solectron  Corp 

1,361* 

27 

PacifiCare  Health 

1,149 

38V4 

Charles  Schwab 

992 

32% 

Cabletron  Systems 

937* 

97'/4 

LDDS  Communications 

930* 

48V2 

Columbia  Healthcare 

917t 

291A 

Cisco  Systems 

894t 

55% 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993. 
*  Four-year  price  change,   t  Three-year  price  change,   t  Does  not  reflect  special  cash 
dividend  paid  or  distribution  of  stock  in  another  company.   "Exact  figure  is  -99.6%. 


The  worst  stocks  1988-93 


5-year 

Recent 

Company 

price  change 

price 

New  Valley 

-100%** 

1/16 

Eagle-Picher  Inds 

-98 

% 

Emerson  Radio 

-98 

Va 

Rexene 

-98* 

Vk 

Robertson-Ceco 

-98 

Vk 

Crystal  Brands 

-94 

1% 

Hadson 

-93 

1/4 

Tucson  Electric 

-92 

37/8 

Jamesway 

-91 

% 

California  Federal 

-89 

12 
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1113 

AAR  Corp 

-46.5 

13 'A 

0.83 

3.6 

250 

Abbott  Laboratories 

140.0 

28% 

1.89 

2.4 

NR 

Abex 

NA 

31/2 

NA 

0.0 

1098 

Acme  Metals 

-37.6 

14V2 

1.90 

0.0 

1168 

Actava  Group 

-76.8 

7 

0.75 

5.1 

NR 

ACX  Technologies 

NA 

41 

1.62 

0.0 

973 

Adia  Services 

-6.7 

21 

1.55 

0.8 

298 

Advanced  Micro 

120.3 

19 

3.09 

0.0 

82 

ADVO 

307.9 

15y2 

1.01 

0.5 

792 

Aetna  Life  &  Cas 

26.5 

59% 

5.20 

4.6 

237 

Aflac 

145.5 

27 

2.58 

1.5 

879 

HF  Ahmanson 

9.2 

17% 

2.25 

4.9 

1097 

Air  &  Water  Tech 

-37.4* 

13% 

0.60 

0.0 

239 

Air  Express  Intl 

142.7 

18% 

1.94 

1.1 

335 

Air  Prods  &  Chems 

110.9 

43  14 

2.70 

2. 1 

155 

Airborne  Freight 

202.3 

32% 

1.79 

0.9 

37 

Airgas 

499.9 

22% 

1.45 

0.0 

798 

Akzo 

25.8* 

46% 

4.64 

3.2 

1034 

Alaska  Air  Group 

-17.5 

I6V2 

0.44 

0.0 

857 

Albany  International 

13.3 

19% 

1.09 

1.8 

871 

Alberto-Culver 

10.9 

20% 

1.59 

1.3 

221 

Albertson's 

153.5 

24 

1.53 

1.5 

971 

Alcan  Aluminium 

-6.3 

20% 

0.23 

1.5 

500 

Alco  Standard 

72.6 

48% 

2.88 

2.1 

251 

Alex  Brown 

139.8 

24% 

4.00 

2.4 

1038 

Alexander  &  Alexander 

-19.1 

19 

1.34 

5.3 

1052 

Alexander  &  Baldwin 

-22.2 

24'/2 

1 .84 

3.6 

280 

Alleghany 

125.7 

145% 

11.69 

0.0 

302 

Allegheny  Ludlum 

119.7 

21% 

1.35 

2.2 

702 

Allegheny  Power 

38.5 

25% 

3.86 

6.3 

114 

Allen  Group 

255.7 

21% 

1.29 

0.7 

755 

Allergan 

31.7* 

22% 

1.72 

1.7 

985 

Alliance  Pharmaceut 

-8.3 

8% 

-1.53 

0.0 

361 

Alliant  Techsystems 

103.8t 

27 

4.69 

0.0 

87 

Allied  Group 

297.5 

26% 

2.80 

2.0 

1057 

Allied  Products 

-23.6 

12% 

2.38 

0.0 

288 

AlliedSignal 

122.7 

72% 

5.28 

1.6 

316 

Allmerica  Prop  &  Cas 

115.0 

57% 

6.74 

0.8 

NR 

Allstate 

NA 

29'/8 

2.89 

2.5 

281 

Alltel 

125.5 

27% 

1.58 

3.2 

808 

Alcoa 

22.8 

68% 

2.44 

2.3 

NR 

AM  International 

NA 

8 

NA 

0.0 

145 

AMC  Entertainment 

212.lt 

12% 

NA 

0.0 

1167 

Amdahl 

-75.3 

5 

0.09 

1.0 

592 

Amerada  Hess 

54.4 

48% 

1.60 

1.2 

1174 

America  West  Airlines 

-82.7 

1% 

1.28 

0.0 

366 

American  Bankers 

103.0 

25% 

3.08 

2.7 

904 

American  Brands 

4.2 

34% 

3.68 

5.8 

807 

American  Building 

23.1 

17 

1.80 

2.9 

573 

Amer  Business  Prods 

58.9 

22% 

1.85 

3.4 

856 

American  Cyanamid 

13.4 

53 

4.86 

3.3 

748 

American  Electric 

33.0 

36% 

2.77 

6.6 

844 

American  Express 

16.4 

31 

3.14 

3.2 

425 

American  General 

87.3 

27% 

2.91 

4.0 

181 

American  Greetings 

178.3 

28% 

2.02 

1.7 

584 

American  Home  Prods 

55.6 

64% 

5.07 

4.5 

241 

American  Intl  Group 

142.5 

87% 

6.61 

0.5 

920 

American  Maize 

2.4 

16% 

NA 

3.9 

160 

American  Medical 

197.8t 

16% 

1.14 

0.0 

392 

American  Natl  Ins 

96.2 

58% 

5.67 

3.8 

339 

American  Oil  &  Gas 

109.8 

10% 

0.79 

0.0 

487 

American  President 

74.3 

59% 

4.80 

1.0 

NR 

American  Re 

NA 

27% 

2.53 

0.0 

680 

American  Stores 

41.7 

41 

3.98 

2.0 

384 

American  Tel  &  Tel 

97.4 

56% 

3.32 

2.3 

484 

American  Water  Works 

74.5 

29% 

2.43 

3.3 

547 

Ameritech 

64.0 

78% 

5.61 

4.7 

833 

Ameron 

18.5 

36% 

NA 

3.5 

NR 

Ames  Dept  Stores 

NA 

1% 

NA 

0.0 

922 

Ametek 

1.9 

13% 

0.90 

5.1 

17 

Amgen 

1  on  n 

/  c  1/ 
4  b  /8 

0  nn 

0.0 

645 

Amoco 

A  C  1 

4b.  / 

00 

0  7n 
O.  /U 

4.0 

741 

AMP 

33.4 

59% 

3.32 

2.7 

NR 

Amphenol 

NA 

14 

0.76 

0.0 

764 

AMR 

30.3 

69% 

5.16 

0.0 

NR 

Amsco  International 

NA 

11% 

0.96 

0.0 

AAA 

444 

AmSouth  Bancorp 

00. U 

T  (in 

3.4U 

A  O 

Q.Z 

M  D 

INK 

Amtran 

M  A 

In  A 

1  ni/ 

u.yo 

U.U 

1 107 

Anacomp 

-44.4 

33/4 

0.40 

0.0 

417 

Analog  Devices 

89.8 

231/4 

1.35 

0.0 

521 

Anchor  Bancorp 

69.0 

12V4 

1.60 

0.0 

120 

Andrew 

245.0 

341/2 

1.89 

0.0 

Q  T(l 

Angelica 

1  /  .4 

oc  1/ 

2  b  78 

1 .60 

3.6 

Ool 

Anheuser-Busch  Cos 

0/.  1 

49V2 

3.94 

2.9 

NR 

AnnTaylor  Stores 

NA 

26 

1 .22 

0.0 

166 

Anthem  Electronics 

190.4 

30% 

2.48 

0.0 

508 

Anthony  Inds 

71.2 

15% 

1.25 

2.7 

440 

Aon 

83.5 

51% 

4.60 

3.5 

141 

Apache 

217.5 

25 

1.25 

1.1 

000 
000 

Apogee  Enterprises 

o.Z 

13% 

0.90 

2.3 

1028 

Apple  Computer 

-16.8 

33V2 

1 .83 

1.4 

950 

Applied  Bioscience 

-2.7 

4% 

0.35 

0.0 

36 

Applied  Materials 

506.7 

33% 

1.71 

0.0 

1044 

Applied  Power 

-20.0 

14% 

1.28 

0.8 

1  1 A 

1  /4 

Arbor  Drugs 

1  Q  A  O 

its 

1  0  c 
1.20 

1 . 1 

Job 

Archer  Daniels 

i  nc  0 
1U0.2 

22% 

1    C  A 

1  ,b4 

n  a 
U.4 

5ZZ 

Argonaut  Group 

1 1  J. 4 

011/ 

O  1  78 

3.38 

0  0 
O.Z 

NR 

Arkansas  Best 

NA 

12% 

1.10 

0.3 

1148 

Arkla 

-60.2 

8 

0.52 

3.5 

1103 

Armco 

-40.0 

6 

0.40 

0.0 

Armstrong  World  Inds 

jj.d 

4  b  v4 

Z./D 

0  a 
Z.O 

CO 

DZ 

Arrow  Electronics 

QZZ.o 

"3  A  S/, 

O  OO 

n  n 
U.U 

coo 

Arvin  Industries 

A  1  O 

41  ,j 

2  7-^8 

2.21 

2.8 

1068 

Asarco 

-27.9 

19% 

0.50 

2.0 

916 

Ashland  Oil 

2.6 

343/e 

2.51 

2.9 

918 

ASK  Group 

2.6 

15 

0.56 

0.0 

IZl 

Assoc  Natural  Gas 

Zoo.  J 

0 1 1/ 

O  1  72 

1  .yo 

n  0 
U.o 

A  1 

41 

AST  Research 

4/  / .  / 

22% 

1 .00 

n  n 
U.U 

1  1  A1 
1  lit  1 

Guy  F  Atkinson 

on  n 

-oy  .U 

y 

n  0  k 

n  n 
U.U 

707 

Atlanta  Gas  Light 

37.6 

34% 

2.29 

6.0 

752 

Atlantic  Energy 

32.1 

21% 

1.75 

7.1 

721 

Atlantic  Richfield 

36.0 

109% 

7.12 

5.0 

1  /  Z 

Automatic  Data 

lob.  D 

DO  72 

O  Q 1 
Z.OI 

n  0 

u.y 

MP 
INK 

AutoZone 

MA 

/& 

1  .^b 

U.U 

782 

Avery  Dennison 

28.6 

291/4 

1 .70 

3.3 

542 

Avnet 

65.2 

36y4 

2.42 

1.6 

219 

Avon  Products 

154.5* 

495/s 

3.95 

3.6 

1136 

Avondale  Industries 

-55.3 

67/e 

NA 

0.0 

1056 

Aztar 

OQ  C 
-Z  O.O 

C7/ 
b'/8 

u.oy 

n  n 
U.U 

558 

J  Baker 

CO  A 

b2.4 

1  07/ 
lo'/8 

1  no 

1  .yo 

0.3 

512 

Baker  Hughes 

/U.O 

23% 

1 .04 

1.9 

957 

Ball  Corp 

-3.6* 

26% 

1.95 

4.6 

1149 

Bally  Manufacturing 

-60.5 

8% 

0.70 

0.0 

823 

Baltimore  G&E 

20.5 

25 

1.92 

5.9 

228 

Banc  One 

149.0 

36% 

3.71 

3.4 

446 

Bancorp  Hawaii 

82.6 

42% 

5.06 

3.2 

513 

Bandag 

70.4 

551/2 

3.24 

1.2 

992 

Bank  of  Boston 

-9.5 

21% 

3.17 

1.9 

647 

Bank  of  New  York 

46.6 

54% 

6.43 

3.3 

258 

BankAmerica 

137.6 

41% 

5.43  . 

3.3 

NR 

Bankers  Life  Holding 

NA 

22% 

2.61 

0.4 

311 

Bankers  Trust  NY 

116.1 

75% 

10.04 

4.1 

514 

BanPonce 

70.4 

30% 

3.55 

3.3 

350 

Banta 

106.8 

32% 

2.23 

1.5 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993.   NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.   *Four-year  price  change.   tThree-year  price  change.   tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.   NA:  Not  available. 
Sources:  Forbes;  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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5-year  EPS 
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Rank    Company                              %        price         $  % 


891 

CR  Bard 

7.6 

24% 

1.89 

2.3 

631 

Cabot 

49.3 

56% 

3.40 

1.8 

993 

Barnes  Group 

-10.2 

32 

NA 

4.4 

946 

Cadence  Design 

-2.2 

11 

0.79 

0.0 

865 

Barnett  Banks 

12.1 

38% 

4.66 

3.8 

655 

Caesars  World 

45.2 

45 

3.69 

0.0 

~l  A  O 

Baroid 

JJ.Jl 

g 

0.43 

•  2.5 

NR 

Ca  Idor 

NA 

32% 

3.31 

0.0 

ret 

Dbo 

Bassett  Furniture  Ind 

fit  1 

331/2 

2.31 

2.4 

1 179 

Pplifnrnia  FpHpt^I 

IjOIIIWI  Hid    1  CUClal 

-89. 1 

12 

-0.38 

0.0 

243 

Bausch  &  Lomb 

1  AO  1 

RCA 

3  70 

I  7 

1096 

\*a  \  IVI  a  I 

-37.3 

17% 

0  85 

2  3 

734 

Baxter  International 

34.81 

23% 

2.18 

4.2 

201 

Campbell  Soup 

165.1 

41% 

2.50 

2.4 

917 

BayBanks 

2.6 

44% 

4.13 

2.3 

478 

Capital  Cities/ABC 

75.8 

636% 

32.84 

0.0 

178 

Bear  Stearns  Cos 

180.6 

21% 

3.14 

"2.8 

283 

Capital  Holding 

123.7 

36% 

3.87 

2.0 

(SOU 

Bearings 

12.9 

28% 

1.65 

2.2 

48 

Cardinal  Distribution 

446.9 

451/2 

2.17 

0.3 

DID 

Beckman  Instruments 

51.1 

255/8 

2.01 

1.4 

NR 

Caremark  Intl 

NA 

17% 

1.25 

0.2 

Becton  Dickinson 

39  9 

36% 

3.14 

2.0 

1046 

Pari  Karrhpr 

\/al  I  1 101  Li  i*;! 

-20.4 

g 

0.76 

0.9 

515 

Bell  Atlantic 

70.1 

60'/2 

3.55 

4.4 

545 

Carlisle  Cos 

64.3 

28% 

2.07 

2.5 

816 

Bell  Industries 

21.8 

17% 

0.85 

0.0 

178 

Carnival  Cruise  Lines 

180.6 

43V2 

2.72 

1.3 

699 

BellSouth 

38.9 

55% 

3.77 

5.0 

1122 

Carolina  Freight 

-49.7 

12% 

0.64 

1.6 

j7j 

AH  Rpln 

96.2 

45% 

2.72 

1.2 

602 

Carolina  Power  &  Lt 

52.5 

28V2 

2.34 

5.8 

Bemis 

93.5 

22% 

1.29 

2.2 

809 

r^rnpnl"Pr  Tprhnnlfwv 

<j  a  1         1  1  LCI    1  CLI  1 1  lUllfgy 

22.6 

56% 

3.42 

4.2 

DclltM  IC  tat  V*Uip 

73.8 

37% 

7.72 

3.7 

NR 

vcl  1    UUU51CII  1  1  UUJd 

NA 

1 1% 

1.03 

0.0 

803 

Bergen  Brunswig 

24.7 

18'/4 

1.53 

2.2 

NR 

Carter  Hawley  Hale 

NA 

13% 

0.72 

0.0 

505 

WR  Berkley 

71.6 

33% 

3.01 

1.2 

496 

Carter-Wallace 

72.9 

22% 

1.85 

1.5 

103 

Berkshire  Hathaway 

272.3 

17,500 

390.00 

0.0 

596 

Casey's  General  Store 

53.7 

20% 

1.50 

0.7 

1  Q 

Poet  Ri  iu 
Deal  DUy 

708.3 

451/3 

2.45 

0.0 

892 

AM  Ta<;tlp  &  Cn 

HIVI  V*dollC  Ot  \~r\J 

7.5 

14  Va 

1  05 

2  8 

DcllllchcHI  OU-LI 

-25.8 

17'/4 

1.89 

0.0 

704 

v^d ici  filial 

38.3 

88 

4  81 

0.7 

to  1 

Rati  1  ahAratAnoc 

75.3 

41% 

2.53 

3.4 

457 

TRI  Inriiictrip^ 

'jDI  IllUUiUICJ 

79  6 

30% 

1  46 

1.6 

437 

Beverly  Enterprises 

84.0 

IVA 

0.84 

0.0 

453 

CBS 

80.6 

308 

18.52 

0.6 

314 

BIC 

115.8 

29 

2.18 

2.5 

NR 

CCP  Insurance 

NA 

26 

3.44 

0.3 

436 

BigB 

84.1 

11% 

0.82 

1.0 

907 

CDI 

3.8 

10% 

0.67 

0.0 

525 

Rinrllpu  \A/octc>rn  InHc 
Dinuicy  vwcoiciii  iiiui 

68.4 

12 

1.52 

0.7 

NR 

NA 

19 

-1  07 

0.0 

54 

R  mopn 

410.5 

36% 

1.15 

0.0 

928 

Ppntprinr  Fnprov 

uCI  1  LCI  IUI    1_  1  ICI  cy 

0.9 

13% 

1.71 

11.7 

652 

R i rrn i noh^m  ^tpp  1 

46. 1 

2  31/4 

1 .40 

1.7 

211 

1 59.8 

38 

3.05 

0.5 

994 

Black  &  Decker 

-10.3 

20% 

1.39 

1.9 

467 

Centocor 

78.3 

13% 

-0.94 

0.0 

914 

Blair 

3.1 

42% 

NA 

6.2 

428 

Central  &  So  West 

85.9 

29% 

2.19 

5.4 

182 

H&R  Block 

177.5 

39% 

2.12 

2.8 

731 

Central  Hudson  G&E 

34.9 

29 

2.66 

7.1 

903 

4.4 

31  Vb 

NA 

3.3 

989 

Antral  Mainp  PniAYP r 

V^LIllldl   IVIdMIC  r  UWcl 

-8.7 

17 

1  76 

9  2 

31 

R 1  nr  k  hi  ictpr 

541.5 

31% 

1 .36 

0.3 

878 

f*pntra  1  Npwcna  nprc 
V'CllllcJ!  l^t: Wb(Jd fJcl  r> 

9.3* 

24% 

1  47 

1.9 

482 

Blount 

75.0 

22% 

2.05 

2.2 

910 

fontr^l  STppI  &  Wirp 

UCI  1  Ll  £J  1    JICCI   Ot  vYIIC 

3.4 

605 

NA 

3.6 

432 

Boatmen's  Bancshs 

85.5 

28% 

3.31 

4.3 

NR 

Cephalon 

NA 

18% 

-2.10 

0.0 

421 

Bob  Evans  Farms 

88.2 

19% 

1.30 

1.4 

959 

Ceridian  Corp 

-3.8 

18% 

1.26 

0.0 

613 

Boeing 

51.2 

40% 

2.40 

2.5 

951 

Champion  Intl 

-2.7 

31V4 

-0.02 

0.6 

1110 

Rnic.p  PacraHp 

-45.5 

22% 

-0.52 

2.7 

435 

Pharmmo  ^hnnnPQ 
v_l  IdF  1 1 1 1 1  ig  oiiupuci 

84  5 

13% 

0  92 

0.6 

1123 

RnrHpn 

-49.8 

14% 

0  90 

4  0 

NR 

Uildiicr  mcUludl 

NA 

£0/8 

3  1  n 

n  n 

NR 

Rorp-Warnpr  ^priiritv 

NA 

19% 

1  95 

0  0 

000 

Llldic  IVIdllf Idlldll 

1  1  £L 
11.1 

0.0 

492 

Borland  Intl 

73.4* 

I71/s 

0.96 

0.0 

935 

Chemed 

-1.2 

32'/8 

2.09 

6.4 

507 

Boston  Edison 

71.2 

28V4 

2.31 

6.0 

815 

Chemical  Banking 

21.8 

37% 

5.30 

3.5 

1067 

Bowater 

-26.9 

20 

-0.56 

3.0 

827 

Chesapeake 

19.4 

23% 

0.97 

3.0 

NR 

RraHlppc 

NA 

9  1  A 

a  n 

OD*+ 

Chevron 

1  3 

D.  JU 

O.O 

173 

Rrippc.  J!,  ^trattrtn 

184.8 

81% 

5  52 

2  1 

MP 

UIIILdgU  Ot  IN  VVColclll 

NA 

933/o 
<LO  /8 

n  n 

25 

Brinker  Intl 

607.2 

44 

1 .29 

n  n 

1  089 

L.IIIL)Ulld  DfdMUj  lllll 

—Oc. .  1 

1  1  Vi 
11/8 

1  R 

1 .0 

733 

Bristol-Myers  Squibb 

34.8 

61 

4.66 

4.7 

38 

Chiron 

494.5 

81% 

1.26 

0.0 

848 

British  Petroleum 

15.1 

61% 

4.09 

2.6 

315 

Chrysler 

115.0 

55% 

6.58 

1.1 

404 

Broken  Hill 

93.3 

46% 

2.74 

2.4 

203 

Chubb 

164.2 

765/a 

6.93 

2.2 

1171 

Brooke  Group 

-81  Ot 

2 

-A  £R 
— .  DO 

n  n 
u.u 

OQA 

Lnurcn  oc  uwigni 

9£ 
<iD 

l  77 

1  7 

539 

Rrnoklvn  llninn  fia^ 
uhjuimjii  uiiiui  i  \j  a  j 

65.9 

c-  u  /8 

1  .  /  D 

^  1 

71Q 

/  iy 

Cigna 

JO.  1 

O^J-  /8 

D.oO 

/i  7 

735 

B  row  n- Forma  n 

34.7 

77% 

O .  DtL 

■3  7 

OH  1 

i^iLcorp 

1  C  /I 

O  /  /2 

9  Q9 

D.D 

899 

Brown  Group 

5.6 

33% 

2.33 

4.8 

962 

Cincinnati  Bell 

-4.6 

20% 

1.17 

3.8 

1029 

Browning-Ferris  Inds 

-16.9 

22% 

1.48 

3.0 

158 

Cincinnati  Financial 

198.6 

521/2 

3.90 

2.1 

976 

Bruno's 

-7.3 

9% 

0.67 

2.5 

608 

Cincinnati  G&E 

51.4 

261/2 

2.20 

6.5 

902 

Brunswick 

4.4 

17% 

0.85 

2.5 

948 

Cincinnati  Milacron 

-2.3 

21V2 

1.42 

1.7 

80 

Burlington  Coat 

321.3 

21% 

1.23 

0.0 

216 

Cintas 

157.5 

28% 

1.34 

0.5 

NR 

Burlington  Industries 

NA 

14% 

1.78 

0.0 

739 

Cipsco 

33.7 

29% 

2.28 

6.6 

247 

Burlington  Northern 

141.1 

55% 

4.55 

2.2 

152 

Circuit  City  Stores 

205.3 

27 

1.72 

0.3 

709 

Burlington  Resources 

37.2 

44% 

1.97 

1.2 

118 

Circus  Circus 

251.5 

34% 

2.14 

0.0 

617 

Butler  Manufacturing 

50.7* 

26 

2.00 

0.0 

10 

Cisco  Systems 

893.8t 

55% 

2.21 

0.0 

NR 

Buttrey  Food  &  Drug 

NA 

7 

0.53 

0.0 

723 

Citicorp 

35.7 

35% 

4.10 

0.0 

NR 

BWIP  Holding 

NA 

24% 

1.74 

1.3 

627 

Citizens  Utilities 

49.9* 

18% 

0.79 

0.0 

7 

Cabletron  Systems 

937.3* 

97'/4 

4.94 

0.0 

554 

Clark  Equipment 

63.0 

50'/b 

3.06 

0.0 

317 

Cablevision  Systems 

114.5 

68% 

-6.67 

0.0 

45 

Clayton  Homes 

462.9 

19% 

1.37 

0.0 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993. 

NR: 

Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 

company.   'Four-year  price  change. 

tThree-vear  price  change. 

+Does  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.   NA:  Not  available. 

Sources:  Forbes;  Market  Gu  1e  Institutional  Bikers  Estimate  System  via  Ontfource  Information  Services. 
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Given  the  state  of  workers  identify  and  reduce  potential  perate,  efforts  are  made  to  return 
Dmpensation  costs,  the  most     hazards  in  the  workplace.  them  to  productive  jobs  fast.  By 


"iguished  cries  of  pain  fre- 
uently  emanate  from  the 
Tices  of  CFOs. 

But  ITT  Hartford  has  pio- 
eered  a  remarkable  cure, 
lore  than  a  program,  our  con- 
nuum  of  care  philosophy 
itegrates  every  aspect  of 
orkers  compensation,  from 
revention  to  early  interven- 
on  to  accelerated  return- 
-s  to-work.  In 
so  doing,  it 
can  help  to 
avoid  up  to 


compensation 


WE  CAN  MAKE 


UR  COMPREHENSIVE 

u 


monitoring  medical  costs  and 
treatment.  By  maintaining  con- 
tact among  r 

,        "OUR  NURSES 

employer,  STEP  IN  EARLY  TO 
employee 

and  health  REHABILITATION 
AND  ACCELERATE 

c"e  prR°"  RETURN 

v'  er' .  y  TO  WORK" 

overseeing  ^_ 


=oo>= 


OWERS  COSTS  28%  of  workers 
HILL  RAISING 

"    costs,  and  actu- 
aOOC  ''ally    raise  the 


:vel  of  an  injured  worker's  care. 

When  injuries  go  down,  premi- 
ms  can  go  down.  So  the  ITT 
lartford  managed  care  approach 
egins  with  extensive  loss  preven- 
on  services.  Our  experts  work  to 


Yet  no  prevention  program  can 
eliminate  all  injuries.  Our  early 
intervention  efforts  limit  the  dam- 
age when  injuries  do  occur.  When 
an  injury  warrants,  we  assign  an 
ITT  Hartford  Nurse  Case  Manager 
who  contacts  the  injured  worker  to 
coordinate  medical  care  and  offer 
guidance  and  support. 

Finally,  as  injured  workers  recu- 


physical,  psychological  and 
vocational  rehabilitation.  Ajid 
by  helping  to  identify  alterna- 
tive return -to-work  jobs. 

To  find  out  more,  contact 
your  local  ITT  Hartford  agent 
or  Dale  Powers,  Marketing  Director, 
ITT  Hartford. 

Really,  it's  quite  painless. 


Dale  Powers 
CPCU 

Marketing  Director 


Ed  HARTFORD  gJ-^SS*8 


U  S  I  N  E  S  S    •  PERSONAL 


LIFE    •    EMPLOYEE    BENEFITS    •    REINSURANCE    •  SPECIALTY 


WHO  S  WHtnt  IN  IHt  blUUK  lYlHnKtl 

 ;   ■'   :  


5-year 

EPS 

5 -year 

EPS 

price 

1994 

Current 

price 

1994 

Current 

change 

Recent 

estimate 

yield 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

j  % 

Rank 

Company 

% 

price 

$ 

% 

475 

Clorox 

76.2 

54% 

3.31 

3.3 

214 

CSX 

158.7 

82% 

6.23 

2.1 

11 

CML  Group 

878.6 

28% 

1.36 

0.3 

21 

CUC  International 

679.6* 

33'/2 

0.97 

0.0 

931 

-0.5 

24% 

2.07 

3.0 

1134 

Culbro 

-54.6 

16% 

NA 

0.0 

766 

CNA  Financial 

30.2 

78% 

4.14 

.0.0 

591 

Cummins  Engine 

54.5 

49% 

2.63 

1.0 

598 

Coachmen  Industries 

53.5 

13% 

1.84 

1.5 

1051 

Curtice  Burns  Foods 

-22.1 

13% 

NA 

4.7 

979 

Coast  Savings  Finl 

-7.6 

13% 

1.68 

0.0 

867 

Cyprus  Amax  Minerals 

11.3 

24% 

1.57 

3.3 

795 

Coastal  Corp 

25.9 

28% 

1.92 

1.4 

NR 

Daimler-Benz 

NA 

42'/4 

NA 

14.2 

96 

Coca-Cola 

279.8 

42% 

1.99 

1.6 

1045 

Dairy  Mart 

-20.1 

5% 

NA 

0.0 

664 

C(\c?.-CcAa  Rol+linp 

43.7 

37 

1.93 

2.4 

654 

Dana 

45.3 

56% 

3.75 

2.8 

978 

Coca-Cola  Enterprises 

-7.5 

13% 

0.25 

0.4 

200 

Danaher 

165.5 

37% 

2.18 

0.3 

NR 

Coleman 

NA 

26% 

1.53 

0.0 

949 

Dart  Group 

-2.3 

84 

2.50 

0.2 

231 

Colgate-Palmolive 

148.4 

58% 

3.80 

2.5 

1115 

Data  General 

-47.3 

9% 

0.14 

0.0 

331 

Collagen 

111.3 

28 

0.43 

0.0 

434 

Dayton  Hudson 

85.2 

73% 

5.81 

2.2 

NR 

Coltec  Industries 

NA 

16% 

1.43 

0.0 

700 

Dean  Foods 

38.7 

27% 

2.11 

2.3 

1071 

Columbia  Gas  System 

-28.3 

24% 

2.72 

0.0 

NR 

Dean  Witter  Discover 

NA 

38% 

3.80 

1.0 

9 

Columbia  Healthcare 

917.4t 

29% 

2.28 

0.4 

622 

Deere  &  Co 

50.0 

72 

5.09 

2.8 

124 

Comcast 

236.9 

37% 

-0.45 

0.4 

875 

Delchamps 

9.6 

22% 

2.15 

1.9 

958 

Comdisco 

-3.8 

19% 

2.20 

1.7 

101 

Dell  Computer 

275.0 

25 

1.67 

0.0 

489 

Comerica 

73.8 

26% 

3.28 

4.2 

804 

Delmarva  Power  &  Lt 

24.6 

22% 

1.71 

7.0 

369 

Commerce  Bcshs 

101.2 

28 

2.92 

2.1 

820 

Delta  Air  Lines 

20.7 

60% 

0.85 

0.3 

1085 

Commerce  Clearing 

-33.7 

15% 

0.84 

4.4 

909 

Delta  Woodside  Inds 

3.6 

10% 

0.91 

3.7 

195 

Commercial  Federal 

167.2 

21% 

2.93 

0.0 

693 

Deluxe 

40.0 

35 

2.55 

4.1 

854 

Commercial  Intertech 

13.7 

19% 

1.82 

3.4 

NR 

Detroit  Diesel 

NA 

31 

1.50 

0.0 

535 

Commercial  Metals 

66.9 

351/« 

2.53 

1.5 

451 

Detroit  Edison 

81.3 

31% 

2.83 

6.5 

1017 

Commonwealth  Ed 

-14.0 

28% 

2.01 

5.6 

893 

Dexter 

7.3 

23% 

1.61 

3.7 

688 

Commonwealth  Energy 

40.5 

44% 

4.00 

6.6 

985 

Diagnostic  Products 

-8.3 

17% 

1.42 

2.2 

267 

Compaq  Computer 

130.2 

685/s 

5.94 

0.0 

NR 

Dial 

NA 

38% 

3.17 

2.9 

NR 

CompUSA 

NA 

26% 

0.77 

0.0 

548 

Diamond  Shamrock 

63.9 

25 

2.15 

2.1 

192 

Computer  Associates 

169.8 

43 

2.39 

0.3 

163 

Dibrell  Brothers 

193.0 

26 

2.60 

2.8 

341 

Computer  Sciences 

108.7 

99% 

6.06 

0.0 

275 

Diebold 

127.2 

58% 

2.76 

2.0 

NR 

Computervision 

NA 

3% 

0.18 

1.1 

1155 

Digital  Equipment 

-62.6 

36% 

1.33 

0.0 

276 

Comsat 

126.9 

30% 

2.15 

2.4 

170 

Dillard  Dept  Stores 

188.5 

40% 

2.73 

0.2 

310 

ConAgra 

116.3 

27% 

1.97 

2.6 

1108 

Dime  Savings  Bank  FSB 

-44.6 

7% 

0.65 

0.0 

575 

Conner  Peripherals 

58.7 

12% 

1.00 

0.0 

253 

Walt  Disney 

138.8 

39% 

2.34 

0.6 

105 

Conrail 

267.4 

62 

4.23 

2.1 

1118 

Dixie  Yarns 

-48.3 

9% 

1.27 

2.1 

3 

Conseco 

1917.4 

56%  , 

6.69 

0.9 

954 

Dole 

-3.1 

27% 

2.41 

1.5 

727 

Consolidated  Edison 

35.5 

31% 

2.64 

6.2 

33 

Dollar  General 

535.4 

26% 

1.28 

0.8 

1086 

Consol  Freightways 

-33.7 

21% 

1.31 

0.0 

562 

Dominion  Resources 

61.6 

45% 

3.21 

5.6 

850 

Consol  Natural  Gas 

14.2 

46% 

2.79 

4.2 

149 

Donaldson 

208.1 

42% 

2.30 

1.0 

770 

Consolidated  Papers 

29.7 

44% 

2.51 

2.9 

560 

RR  Donnelley  &  Sons 

61.7 

28 

1.82 

2.0 

135 

Consolidated  Stores 

223.1 

21 

1.19 

0.0 

NR 

Doskocil  Cos 

NA 

10% 

1.00 

0.0 

NR 

Continental  Airlines 

NA 

22% 

-5.50 

0.0 

677 

Douglas  &  Lomason 

41.9 

17% 

3.12 

2.3 

849 

Continental  Bank 

14.5 

23% 

3.60 

2.5 

354 

Dover 

105.2* 

59% 

3.00 

1.6 

422 

Continental  Can 

88. 1 

19% 

1.44 

0.0 

955 

Dow  Chemical 

-3.2 

56% 

2.99 

4.6 

980 

Continental  Corp 

-7.7 

29% 

1.77 

3.3 

828 

Dow  Jones 

19.1 

35% 

1.72 

2.3 

565 

Continental  Medical 

61.2 

9 

0.91 

0.0 

499 

DPL 

72.7 

19% 

1.52 

5.8 

NR 

Control  Data  Systems 

NA 

9% 

1.06 

0.0 

469 

DQE 

78.0 

33% 

2.88 

5.0 

390 

Cooper  Industries 

96.3* 

53 

3.15 

2.5 

NR 

Dr  Pepper/Seven-Up 

NA 

23 

1.08 

0.0 

109 

Cooper  Tire  &  Rubber 

258.3 

21% 

1.47 

1.0 

1079 

Dravo 

-30.2 

111/4 

0.76 

0.0 

NR 

Adolph  Coors 

NA 

16 

1.20 

3.1 

1024 

Dress  Barn 

-16.4 

12% 

1.08 

0.0 

NR 

COR  Therapeutics 

NA 

14 

-1.84 

0.0 

675 

Dresser  Industries 

42.1* 

20% 

1.28 

2.9 

713 

CoreStates  Financial 

36.4 

27% 

3.03 

4.3 

240 

Dreyer's  Grand 

142.6 

28% 

1.47 

0.8 

599 

Corning 

53.5 

26% 

1.84 

2.6 

1100 

Drug  Emporium 

-38.5 

5 

0.65 

0.0 

29 

Countrywide  Credit 

551.9 

25% 

3.42 

1.7 

20 

DSC  Communications 

700.0 

62 

2.07 

0.0 

NR 

Coventry 

NA 

391A 

2.03 

0.0 

556 

El  du  Pont  de  Nemours 

62.7 

47% 

3.31 

3.7 

443 

CPC  International 

83.1 

47% 

3.29 

2.7 

452 

Duke  Power 

81.1 

41% 

2.84 

4.5 

1001 

CPI 

-11.9 

17% 

1.46 

3.2 

814 

Dun  &  Bradstreet 

21.9 

65% 

3.72 

3.7 

16 

Cracker  Barrel 

726.4 

27% 

0.98 

0.1 

NR 

Duracell  Intl 

NA 

35'/s 

1.65 

1.8 

477 

Crane 

75.8 

27% 

2.11 

2.8 

742 

Dynatech 

33.3 

24 

2.20 

0.0 

289 

Crawford  &  Co 

122.5 

16% 

1.27 

2.7 

619 

E-Systems 

50.4 

44 

3.93 

2.5 

1137 

Cray  Research 

-55.8* 

26% 

2.45 

0.0 

1159 

Eagle  Food  Centers 

-67.9* 

5% 

0.75 

0.0 

574 

Crestar  Financial 

58.9 

38% 

4.25 

3.5 

1187 

Eagle-Picher  Inds 

-98.4 

% 

NA 

0.0 

51 

Crompton  &  Knowles 

425.6 

20% 

1.16 

2.0 

842 

Eastern  Enterprises 

16.8 

27 

2.19 

5.2 

1078 

Crown  Central  Pet 

-29.8 

15 

0.98 

0.0 

716 

Eastman  Kodak 

36.3 

61% 

4.16 

3.3 

225 

Crown  Cork  &  Seal 

151.3 

38% 

2.40 

0.0 

430 

Eaton 

85.7 

51% 

3.54 

2.3 

1088 

CRSS 

-34.0 

8% 

0.43 

1.4 

382 

Echlin 

97.7 

32% 

1.81 

2.1 

1183 

Crystal  Brands 

-94.4 

1% 

-0.59 

0.0 

NR 

Eckerd 

NA 

15% 

NA 

0.0 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993.   NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.   'Four-year  price  change.   tThree-year  price  change.   tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.   NA:  Not  available. 
Sources:  Forbes;  Market  Guide;  Institutional  Br:kers  Estimate  System  via  OneSource  Information  Services. 
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5-year                  EPS  i 

price                   1994  Current 

change  Recent  estimate  yield 

Rank    Company                              %        price         $  % 


501 

Ecolab 

72.2 

45% 

2.70 

1.7 

372 

Edison  Bros  Stores 

100.0 

321/i 

2.30 

3.8 

142 

AG  Edwards 

216.8 

29% 

3.03 

2.0 

801 

EG&G 

25.2 

18 

1.49 

3.1 

1080 

Egghead 

-30.4 

8 

0.68 

0.0 

1173 

El  Paso  Electric 

-82.1 

2y8 

0.30 

0.0 

NR 

El  Paso  Natural  Gas 

NA 

37 

2.66 

3.0 

NR 

ElectroCom  Automation 

NA 

9% 

1.36 

0.0 

1150 

Eljer  Industries 

-60.6* 

7% 

NA 

0.0 

426 

Emerson  Electric 

87,2* 

56% 

3.47 

2.7 

1186 

Emerson  Radio 

-98.4 

% 

NA 

0.0 

123 

Engelhard 

237.5 

25% 

1.37 

1.7 

112 

Enron 

256.3 

32% 

1.79 

2.3 

927 

Enserch 

1.3 

19% 

0.89 

1.0 

266 

Entergy 

130.5 

36% 

2.84 

4.9 

473 

Equifax 

77.0 

24 

1.44 

2.3 

NR 

Equitable  Cos 

NA 

25% 

1.61 

0.8 

35 

Equitable  of  Iowa 

513.6 

33% 

2.48 

1.2 

529 

Equitable  Resources 

67.7 

37% 

2.65 

3.0 

1114 

ERLY  Industries 

-46.9 

2V* 

NA 

0.0 

263 

ESCO  Electronics 

131. 7t 

11% 

0.58 

0.0 

NR 

Ethyl 

NA 

17% 

1 

.18 

3.4 

622 

Excel  Inds 

50.0 

18 

1.42 

1.8 

660 

Exxon 

44.9 

63% 

4.10 

4.5 

334 

Fabri-Centers  of  Amer 

110.9 

16% 

1.01 

0.0 

1142 

Fairchild 

-58.8 

3% 

-1.60 

0.0 

227 

Family  Dollar  Stores 

150.9 

17'/4 

1.31 

1.7 

NR 

F&M  Distributors 

NA 

7% 

1.04 

0.0 

1043 

Fay's 

-19.9 

6% 

0.70 

3.0 

720 

Federal  Express 

36.0 

68% 

4.27 

0.0 

290 

Federal  Home  Loan  Mtg 

122.3* 

49% 

4.69 

1.8 

885 

Federal-Mogul 

8.4 

25% 

1.65 

1.9 

75 

Federal  Natl  Mortgage 

347.0 

75% 

7 

76 

2.8 

868 

Federal  Paper  Board 

11.1 

22% 

1 

17 

4.4 

69 

Federal  Signal 

366.7 

26% 

1.32 

1.8 

NR 

Federated  Dept  Strs 

NA 

2l1/2 

1.71 

0.0 

291 

Ferro 

121.6 

33 

2.09 

1.6 

77 

FHP  International 

344.5 

24V2 

1.62 

0.0 

773 

Fieldcrest  Cannon 

29.6 

25% 

2.22 

0.0 

223 

Fifth  Third  Bancorp 

152.3 

50% 

3.70 

2.1 

1135 

Figgie  Intl 

-54.7 

13% 

2.00 

3.6 

NR 

Filene's  Basement 

NA 

11% 

0.53 

0.0 

926 

Fina 

1.6 

69% 

NA 

4.6 

122 

Fingerhut  Cos 

237. 5t 

27 

1 

71 

0.6 

769 

First  American  Corp 

29.9 

28% 

3 

43 

2.1 

248 

First  American  Finl 

140.6 

34% 

4 

95 

1.8 

692 

First  Bank  System 

40.2 

29% 

3.23 

34 

423 

First  Brands 

88.0* 

351/4 

2.72 

0.9 

639 

First  Chicago 

47.7 

43% 

5.68 

3.7 

NR 

First  Colony 

NA 

25% 

2.37 

1.0 

NR 

First  Data 

NA 

41% 

1.83 

0.3 

217 

First  Empire  State 

156.9 

134V4 

14.84 

1.5 

621 

First  Fidelity  Bncp 

50.2 

40% 

5.13 

3.7 

138 

First  Financial  Mgmt 

218.6 

55% 

2.46 

0.2 

745 

First  Interstate  Bncp 

33.1 

57% 

7 

20 

3.5 

1087 

First  Mississippi 

-33.8 

11% 

0 

50 

2.6 

472 

First  of  America  Bank 

77.1 

38% 

4.52 

4.1 

262 

Fir<;t  ^pniritv 

1  1131  «JCl>Ulllj 

131.8 

251/2 

2.87 

3.6 

285 

First  Tennessee  Natl 

123.5 

36% 

4.66 

4.6 

455 

First  Union 

80.2 

39% 

5.07 

4.0 

256 

Firstar 

137.9 

31% 

3.43 

3.3 

268 

FirstFed  Michigan 

130.0 

23 

2.69 

2.1 

NR 

Fisher  Scientific 

NA 

34% 

2.28 

0.2 

1151 

Flagstar  Cos 

-61.1* 

8% 

-0.04 

0.0 

822 

Fleet  Finl  Group 

20.6 

30% 

3.61 

3.3 

494 

Fleetwood  Enterprises 

73.1 

21% 

1 

61 

2.3 

1018 

Fleming  Cos 

-14.3 

30 

3.28 

4.0 

665 

Florida  Progress 

43.6 

33% 

2.34 

5.8 

941 

Florida  Rock  Inds 

-1.7 

29% 

NA 

1.7 

OAA 

Flowers  Industries 

—  1  .17 

1  Ql/0 
I  ZJ  78 

1 . 1 0 

a  n 

456 

Fluor 

79.7 

42 

2.23 

1.1 

672 

FMC 

43.0 

45% 

4.54 

0.0 

1015 

Food  Lion 

-13.8 

5% 

0.37 

1.6 

1128 

Foodarama  Supermkts 

-51.8 

15 

NA 

0.0 

NR 

Foodmaker 

NA 

9% 

0.69 

0.0 

qi  1 

Oil 

Ford  Motor 

99  R 

D  1  .8 

R  79 

0  A 

974 

Foremost  Corp  of  Amer 

-6.8 

341/4 

3.02 

3.2 

933 

Forest  City  Enterprises 

-0.9 

39% 

NA 

0.0 

252 

Foster  Wheeler 

139.7 

34% 

1.78 

1.9 

133 

Foundation  Health 

225.2t 

27% 

2.39 

0.0 

823 

FPL  Group 

20.5 

37% 

2.79 

6.6 

7Q/1 

Freeport-McMoRan 

1  71/.. 
1  /  74 

n  rr 

U.  DO 

7  0 

184 

Fremont  General 

176.2 

24% 

2.96 

2.9 

NR 

Fruehauf  Trailer 

NA 

4% 

0.52 

0.0 

42 

Fruit  of  the  Loom 

472.5 

36V2 

3.06 

0.0 

441 

HB  Fuller 

83.3 

33 

2.46 

1.7 

641 

Gannett 

47.4 

52  % 

3.11 

2.5 

90 

Gap 

9«£  ft 

1  Q1 

1  n 

1  .U 

754 

GATX 

31.9 

37% 

3.71 

3.8 

NR 

Gaylord  Container 

NA 

3% 

NA 

0.0 

NR 

Gaylord  Entertainment 

NA 

25 

0.65 

0.8 

319 

Geico 

114.2 

53% 

3.35 

1.3 

1000 

GenCorp 

-11.9 

14% 

1.45 

4.1 

Genentech 

onQ  1 

A  531/. 
^0  72 

n  7Q 
u.  /  y 

u.u 

NR 

General  Cable 

NA 

3% 

NA 

0.0 

442 

General  Dynamics 

83. 3t 

93 

6.19 

2.6 

313 

General  Electric 

1 15.9 

96% 

6.61 

2.6 

1060 

General  Host 

-24.7 

6% 

0.40 

5.5 

NR 

General  Instrument 

NA 

541/i 

1.61 

0.0 

9RR 

General  Mills 

1  "3ft  1 

1  JO.  1 

£1  3/. 
Ol  '4 

A  9R 

780 

General  Motors 

28.7 

53% 

4.43 

1.5 

233 

General  Motors  EDS 

147.3 

27% 

1.72 

1.4 

644 

GM  Hughes  Electronics 

46.8 

37% 

2.47 

1.9 

NR 

General  Nutrition  Cos 

NA 

25% 

0.99 

0.0 

583 

General  Public  Utils 

55.9 

29% 

2.65 

5.7 

J/  1 

General  Re 

i  r\r\  0 
iUU.Z 

1111/. 

7  on 
/  .yu 

1  7 
1./ 

607 

General  Signal 

51.6 

36 

2.30 

2.5 

768 

Genesco 

30.0 

6% 

0.50 

0.0 

202 

Genetics  Institute 

164.9 

44% 

-0.74 

0.0 

698 

Geneva  Steel 

38.9t 

15% 

1.17 

0.0 

1141 

Genlyte  Group 

-58.6 

3% 

0.40 

0.0 

Dj7 

Genovese  Drug  Stores 

AA  Ct 

1  H3/, 
1U/4 

MA 

9  0 

84 

Gensia 

304. Of 

25V4 

-1.50 

0.0 

549 

Genuine  Parts 

63.7 

38% 

2.31 

2.7 

104 

Genzyme 

269.7 

301/2 

2.19 

0.0 

398 

Georgia  Gulf 

94.lt 

20% 

1.59 

0.0 

391 

Georgia-Pacific 

96.3 

72% 

2.95 

2.2 

A~\Q 

CLar\~\ar  PrnHi  i#*tc 
UCIUCI  .  IUUULIS 

RQ  3 

OJ.J 

973^ 

c.  /  74 

1 

1007 

Getty  Petroleum 

-12.7 

12% 

NA 

0.0 

953 

Giant  Food 

-3.1 

23% 

1.76 

3.0 

963 

Gibson  Greetings 

-4.7 

20% 

1.89 

2.0 

147 

Giddings  &  Lewis 

209.8* 

25% 

1.51 

0.5 

NR 

Gilead  Sciences 

NA 

11% 

-2.42 

0.0 

100 

Gillette 

275.9 

62% 

3.11 

1.3 

1178 

Gitano  Group 

-87.5 

2% 

NA 

0.0 

940 

PH  Giatfelter 

-1.6 

18% 

1.10 

3.7 

372 

Glaxo  Holdings 

100.0 

19% 

1.38 

3.8 

NR 

Glendale  Federal  Bank 

NA 

6% 

-0.50 

0.0 

232 

Golden  West  Finl 

147.8 

38% 

4.78 

0.7 

198 

Good  Guys 

166.6 

13% 

0.75 

0.0 

1010 

BF  Goodrich 

-13.3 

44% 

2.44 

4.9 

NR 

Goody's  Family 

NA 

13V4 

1.23 

0.0 

570 

Goodyear 

60.4 

41 

3.76 

1.5 

747 

Goulds  Pumps 

33.1 

25% 

1.52 

3.2 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993.   NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.   *Four-year  price  change.   tThree-year  price  change.   tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.   NA:  Not  available. 
Sources:  Forbes,  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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WHU  b  WHtflt  IN  IHt  .aiUUH  MHIilVU 


5-year 

-    .  >■ 
EPS 

5 -year 

EPS 

price 

1994 

Current 

price 

1994 

Current 

change 

Recent 

estimate 

yield 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

,  .'  $ 

'  % 

Rank 

Company 

% 

price 

$ 

% 

662 

WR  Grace 

44  2 

37 Vz 

3.03 

3.7 

1040 

House  of  Fabrics 

-19.8 

8% 

0.45 

0.0 

337 

WW  Grainger 

1 10.2 

56% 

3.19 

1.3 

799 

Household  Intl 

25.7* 

35% 

3.60 

3.4 

970 

Granite  Construction 

-6.3t 

20'/2 

0.91 

1.0 

528 

Houston  Industries 

67.9 

47 

3.42 

6.4 

1095 

Great  A&P  Tea 

-36.4 

28% 

1.58 

•  2.8 

388 

Hovnanian  Enterprises 

96.7 

15 

1.31 

0.0 

58 

Great  Lakes  Chemical 

403.0 

73% 

4.47 

0.5 

711 

Howell 

36.9 

HVb 

0.73 

1.4 

812 

Gt  Western  Financial 

22.5 

18% 

2.01 

5.0 

466 

Hubbell 

78.5 

52'/2 

3.33 

3.1 

943 

Greif  Brothers 

-1.8 

41 1/2 

NA 

0.8 

838 

Hudson  Foods 

17.6 

l21/2 

1.00 

1.0 

612 

Grey  Advertising 

51.3 

178V4 

NA 

1.8 

362 

Huffy 

103.6 

19 

1.51 

1.6 

1121 

Grossman's 

-48.9 

2% 

0.32 

0.0 

883 

Hughes  Supply 

8.5 

19V8 

1.50 

0.8 

781 

Grow  Group 

28.7 

I51/s 

1.10 

1.9 

NR 

Humana 

NA 

16% 

0.71 

0.0 

387 

Grumman 

96.8 

38% 

3.66 

3.1 

678 

JB  Hunt  Transport 

41.8 

2l1/2 

1.26 

0.9 

544 

GTE 

64.6 

36% 

2.39 

5.1 

254 

Huntington  Bcshs 

138.2 

22y2 

2.58 

3.6 

NR 

Gtech  Holdings 

NA 

29% 

1 .62 

0.0 

561 

IBP 

61.6 

25% 

1.95 

0.8 

886 

Guilford  Mills 

8.4 

20V2 

2.04 

2.9 

1 1 12 

ICr  Kaiser  Intl 

-46.4* 

4% 

0.28 

0.0 

246 

Gulf  States  Utils 

141.3 

19 

1.07 

0.0 

900 

ICH 

5.3 

5 

1.00 

0.0 

1182 

Hadson 

-93.1 

V* 

0.75 

0.0 

NR 

ICOS 

NA 

5% 

-0.86 

0.0 

775 

Halliburton 

29.5 

36V4 

1.47 

2.8 

737 

IES  Industries 

34.3 

30% 

2.43 

6.9 

998 

Handleman 

-11.2 

12V2 

1.46 

3.5 

796 

IGI 

25.8 

9% 

0.30 

0.0 

1054 

Handy  &  Harman 

-22.5 

13% 

1.10 

1.5 

86 

Illinois  Central 

300. Ot 

32 

2.48 

2.6 

538 

MA  Hanna 

66.2 

32 

1 .69 

2.3 

874 

Illinois  Power 

10.7 

22 

2.01 

3.6 

353 

Hannaford  Bros 

105.6 

23 

1.50 

1.5 

306 

Illinois  Tool  Works 

118.0 

37% 

2.06 

1.4 

1047 

Hanover  Direct 

-20.6 

6% 

0.28 

0.0 

1014 

IMC  Fertilizer  Group 

-13.6 

38Va 

0.14 

0.0 

657 

Hanson 

45.1 

2OV2 

1.41 

4.6 

183 

Imcera  Group 

176.5 

35'/4 

2.01 

1.4 

603 

Harcourt  General 

52.5 

38% 

2.23 

1.5 

292 

Immucor 

121.6 

6V2 

0.26 

0.0 

890 

John  H  Harland 

7.9 

24 

1 .85 

3.9 

1 157 

Imo  Industries 

-66.0 

6% 

1.00 

0.0 

27 

Harley-Davidson 

571.9 

42% 

2.31 

0.6 

NR 

Imperial  Chemical  Inds 

NA 

4OV2 

2.03 

7.3 

274 

Harleysville  Group 

127.5 

26 

2.76 

2.5 

806 

Imperial  Holly 

23.7 

9% 

NA 

1.7 

681 

Harman  International 

41.5 

23% 

1.58 

0.0 

503 

Inacom 

71.8 

16% 

2.16 

0.0 

755 

Harnischfeger  Inds 

31.7 

22% 

1.13 

1.7 

984 

Inco 

-8.2 

23% 

0.25 

1.7 

691 

Harper  Group 

40.3 

14V2 

1.34 

1.4 

996 

Independent  Insurance 

-10.9 

14V4 

1.80 

1.7 

517 

Harris  Corp 

69.4 

45% 

3.25 

2.4 

NR 

Indresco 

NA 

13% 

0.85 

0.0 

646 

Harsco 

46.6 

40% 

3.57 

3.4 

286 

Ingersoll-Rand 

123.4 

38V4 

2.00 

1.8 

785 

Hartford  Steam  Boiler 

27.9 

47 

2.34 

4.5 

880 

Ingles  Markets 

9.0 

9'/e 

0.75 

3.6 

1161 

Hartmarx 

-70.6 

7% 

0.42 

0.0 

1026 

Inland  Steel  Inds 

-16.6 

34% 

2.25 

0.0 

117 

Hasbro 

251.6 

36% 

2.63 

0.7 

15 

Instrument  Systems 

750.0 

8'/2 

0.79 

0.0 

831 

Hawaiian  Electric 

19.0 

351/4 

2.71 

6.6 

347 

Integra  Financial 

107.4 

45% 

4.84 

3.1 

NR 

Hayes  Wheels  Intl 

NA 

24% 

1.71 

0.2 

60 

Intel 

395.8 

58% 

5.81 

0.3 

NR 

HLA  Hospital  Corp 

NA 

29% 

2.39 

0.0 

24 

Intelligent  Electron 

641.7* 

2  2 'A 

1.43 

1.4 

NR 

Health  Care  &  Retire 

NA 

l91/4 

1.20 

0.0 

171 

Inter-Regional  Finl 

188.3 

27% 

4.01 

1.2 

191 

HealthSouth  Rehab 

170.0 

16% 

1.58 

0.0 

NR 

Interco 

NA 

14% 

1.12 

0.0 

NR 

HealthTrust 

NA 

24% 

1.96 

0.0 

965 

Interface 

-5.0 

14% 

0.95 

1.7 

1105 

Hechinger 

-43.4 

I01/a 

0.83 

1.6 

1130 

Intergraph 

-53.6 

9% 

0.16 

0.0 

32 

Heilig-Meyers 

539.5 

33% 

1.24 

0.6 

1169 

Inter  lake 

-80.7* 

2% 

-0.15 

0.0 

563 

HJ  Heinz 

61.5 

37% 

2.83 

3.5 

952 

Intermet 

-2.9 

8V2 

0.64 

0.0 

742 

Helene  Curtis  Inds 

33.3 

26 

1.86 

0.9 

1139 

IBM 

-57.4 

51% 

2.01 

1.9 

270 

Hercules 

129.5 

102Vs 

5.24 

2.2 

297 

Intl  Flavors  &  Frags 

120.5 

108% 

5.92 

2.8 

348 

Hershey  Foods 

107.2 

53% 

3.21 

2.2 

817 

Intl  Multifoods 

21.6 

22% 

2.32 

3.6 

701 

Hewlett-Packard 

38.5 

73% 

5.52 

1.4 

686 

International  Paper 

40.7 

65V4 

3.55 

2.6 

Hexcel 

-80.8 

6% 

0.25 

0.0 

NR 

Intl  Specialty  Prods 

NA 

7 

0.60 

0.7 

1  1  A  A 

Hibernia 

-59. 1 

7Ve 

0.83 

1.7 

1065 

Intl  Technology 

-26.2 

3% 

0.31 

0.0 

194 

Hillenbrand  Inds 

167.3 

41 

2.28 

1.1 

208 

Interpublic  Group 

161.2 

32 

1.92 

1.6 

372 

Hillhaven 

lOO.Ot 

17V2 

0.30 

0.0 

NR 

Interstate  Bakeries 

NA 

15% 

1.65 

3.3 

293 

Hills  Dept  Stores 

121.5 

18 

NA 

0.0 

1175 

InterTAN 

-83.7 

5% 

0.60 

0.0 

1016 

Hilton  Hotels 

-13.8 

46 

2.68 

2.6 

805 

Iowa-Illinois  G&E 

24.2 

23% 

1.87 

7.3 

DCO 

Holly  Lorp 

14.0* 

29V2 

3.38 

1.0 

618 

Ipalco  Enterprises 

50.5 

34% 

2.72 

6.0 

QTO 

i/i. 

Holnam 

100. Ot 

6 

NA 

0.0 

620 

Itel 

50.3 

27% 

0.74 

O.C 

1  o 

J  J 

Home  Depot 

820.5 

43Vs 

1.38 

0.3 

439 

ITT 

83.6 

92% 

7.97 

2. 1 

143 

Home  Shopping 

216.7* 

14Vi 

0.51 

0.0 

39 

IVAX 

482.4 

27V2 

1.56 

0.1 

569 

Homestake  Mining 

60.4 

20V4 

0.46 

0.5 

78 

Jacobs  Engineering 

339.1 

25V4 

1.33 

0.0 

148 

HON  Industries 

209.6 

28V4 

1.57 

1.4 

1094 

Jacobson  Stores 

-36.0 

12 

0.80 

4.2 

1031 

Honda  Motor 

-17.2 

27% 

0.56 

0.8 

1089 

James  River  Corp  Va 

-34.9 

18% 

0.91 

3.2 

329 

Honeywell 

111.7* 

31% 

2.49 

3.0 

1180 

Jamesway 

-91.3 

% 

0.10 

0.0 

NR 

Hook-SupeRx 

NA 

6% 

0.88 

0.0 

242 

Jefferson-Pilot 

142.5 

48  VS 

3.82 

3.2 

NR 

Horace  Mann  Educators 

NA 

23% 

2.27 

1.0 

NR 

Jenny  Craig 

NA 

14% 

1.40 

4.2 

372 

Hormel  Foods 

100.0 

22 

1.52 

2.3 

NR 

John  Alden  Financial 

NA 

30 

3.76 

0.9 

NR 

Host  Marriott 

NA 

7Ve 

NA 

0.0 

352 

Johnson  &  Johnson 

106.2 

43% 

3.06 

2.4 

730 

Houghton  Mifflin 

34.9 

46% 

2.93 

1.9 

649 

Johnson  Controls 

46.4 

53% 

3.59 

2.5 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993. 

NR 

Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 

compan> 

.   *Four-year  price  change. 

tThree-year  price  change. 

{Does  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.   NA:  Not  available. 

Sources:  Forbes;  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services 
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5-year  • 
price 
change  Recent 

Rank    Company  %  price 


EPS 

1994  Current 

estimate  yield 

$  .  % 


5-year 
price 

change  Recent 

Rank    Company  %  price 


EPS 

1994  Current 
estimate  yield 


NR  Jones  Apparel  Group 

936  Jostens 

68  Justin  Industries 

1073  Kaman 

667  Kansas  City  P&L 

43  Kansas  City  Southern 

587  Kaufman  &  Broad  Home 

424  Kellogg 

416  Kellwood 

813  Kelly  Services 

589  Kemper 

762  Kennametal 

767  Kerr-McGee 

205  KeyCorp 

486  Keystone  Intl 

380  Kimball  International 

459  Kimberly-Clark 

NR  Kinder-Care  Learning 

245  King  World  Prods 

765  Kmart 

269  KN  Energy 

818  Knight-Ridder 
NR  Kohl's 

332  Kroger 

577  KU  Energy 

906  LA  Gear 

445  La-Z-Boy  Chair 

614  Laclede  Gas 

1074  LADD  Furniture 

819  Lafarge 

72  Lancaster  Colony 

912  Lance 

609  Lands'  End 

NR  Landstar  System 

NR  Lawyers  Title 

8  LDDS  Communications 

861  Legent 

102  Leggett  &  Piatt 

115  Lennar 

47  Leucadia  National 

NR  Levitz  Furniture 

527  LG&E  Energy 

708  Liberty  Corp 

884  Life  Technologies 

717  Eli  Lilly 

534  Limited 

1072  Lincoln  Electric 

378  Lincoln  National 

406  Litton  Industries 

1172  LIVE  Entertainment 

753  Liz  Claiborne 

518  Lockheed 

264  Loctite 

830  Loews 

1119  Lone  Star  Tech 

414  Long  Island  Lighting 

968  Longs  Drug  Stores 

679  Longview  Fibre 

365  Loral 

199  Lotus  Development 

722  Louisiana  Land 

92  Louisiana-Pacific 

59  Lowe's  Cos 

703  LSI  Logic 

NR  LTV 

405  Lubrizol 

345  Lukens 


20  % 

60% 

39% 

29 

37% 

39% 


43V2 
20% 
42% 
18% 
16% 
48% 

24V2 
44  % 
31% 
39% 
14% 
38Ve 


69 '/a 
2% 
22% 
69% 
37% 
93% 


43% 

36% 
52% 
14% 
14% 
34% 
37% 


942 

Lyondell  Petrochem 

-1.7*1 

21% 

0.89 

4.3 

961 

M/A-Com 

-4.4 

8% 

0.45 

0.0 

724 

Mac  Frugal's  Bargains 

35.7 

16% 

1.54 

0.0 

557 

Magma  Copper 

62.5 

1  1 J/8 

U.  dZ 

0.0 

MagneTek 

78.8* 

1  /13A 
14  74 

n  B9 

u.u 

£.16 

Manor  Care 

159.5 

9 1  5/„ 

£  Its 

1   A  Q 
1  .4o 

f\  A 

U.4 

887 

Manpower 

8.3 

16% 

0.73 

0.0 

864 

Manville 

12.3 

8 

0.23 

26.0 

299 

Mapco 

120.1 

60% 

5.21 

1.7 

Q1Q 

y  iy 

Marion  Merrell  Dow 

2.5 

zUve 

A  Q 
4.0 

A  C 

Mark  IV  Industries 

456.3 

9  937. 

1   A  C 
1 .40 

n  /I 
U.4 

KI  D 

NK 

Marriott  Intl 

NA 

O  A  IT. 
Z4  78 

1  en 
1  .  DU 

1  9 

1  ,Z 

666 

Marsh  &  McLennan  Cos  43.6 

803/4 

5.28 

3.3 

1055 

Marsh  Supermarkets 

-23.4 

ll7/8 

1.17 

3.7 

249 

Marshall  &  llsley 

140.3 

225/e 

1.97 

2.5 

1  77 
1  /  / 

Marshall  Industries 

182.2 

4j  72 

A   1  9 
4. 1  Z 

u.u 

a/19 

Martin  Marietta 

108.6 

A  91/. 

4Z  74 

A  00 

9  1 
Z .  1 

790 

/zy 

Masco 

35.01 

04  74 

1  QA 

i  .yo 

9  n 

363 

MascoTech 

103.5 

21% 

1.39 

0.4 

44 

Mattel 

464.9 

28% 

2.01 

08 

NR 

Maxicare  Health 

NA 

10% 

0.45 

0.0 

lUo  1 

Maxtor 

-31.4 

C 

D 

U.o  1 

U.U 

yyu 

Maxus  Energy 

-9.1 

D  74 

-U.  lb 

U.U 

CQ7 

by  / 

Maxxam 

39.0 

9  97/„ 
OOV8 

U.JO 

U.U 

234 

May  Dept  Stores 

146. 2t 

445/s 

3.01 

2.1 

NR 

Mayflower  Group 

NA 

ll1/4 

0.80 

0.0 

1022 

Maytag 

-15.5 

163/8 

1.10 

3.1 

MBNA 

NA 

OZ  72 

O  A  A 

Z.44 

9  n 
o.U 

4U^ 

McCaw  Cellular 

93.5 

£91/ 
DZ  74 

U.o  / 

U.U 

RQ  "3 

Dyo 

McClatchy  Newspapers 

54.2 

9  93/. 
eLZ/4 

1  9Q 

i  .zy 

i  ^ 

I/O 

129 

McCormick  &  Co 

232.1 

23% 

1.43 

1.9 

447 

McDermott  Intl 

82.2 

26% 

1.84 

3.7 

259 

McDonald's 

135.8 

56% 

3.35 

0.8 

674 

McDonnell  Douglas 

42.9 

i  m  t/_ 

1  U  /  72 

I  1  C~J 

I I  .b/ 

1  .o 

ob  J 

McGraw-Hill 

12.4 

/U 

4.Ub 

o.o 

■am 

MCI  Communications 

1 19.9 

O  A  7/- 

1   A  Q 

i  .4y 

n  9 
U.Z 

449 

McKesson 

81.5 

56% 

3.18 

3.0 

415 

MCN 

89.9 

35% 

2.47 

4.9 

358 

MDC  Holdings 

104.5 

5% 

NA 

0.0 

ey4 

Mead 

6.7 

A  1  57, 
4  l3/8 

o.Uo 

O  71 

Z.4 

iujy 

Media  General 

-19.3 

£-  I  74 

1    9  9 
1  .ZZ 

1  c 
1  .b 

044 

Medical  Care  America 

108.1 

9  93/n 

C.C. .78 

1  GiO 
1  -OZ 

U.U 

NR 

Medlmmune 

NA 

31% 

-0.43 

0.0 

91 

Medtronic 

291.6 

76 

4.49 

0.9 

312 

Mellon  Bank 

116.0 

54 

6.39 

4.1 

OCC 
ODD 

Melville 

13.6 

A  9  1/ 
4*1  74 

/I  nc; 
4.UD 

o.b 

Q£7 

yo/ 

Mentor  Graphics 

-5.7 

1  9  1/- 
lO  72 

U.D4 

U.U 

A  AO 

44o 

Mercantile  Bancorp 

81.9 

4O70 

O.oU 

"a  9 

1009 

Mercantile  Stores 

-13.2 

37% 

2.78 

2.7 

474 

Merck 

76.6 

34 

2.45 

3.3 

61 

Mercury  General 

380.0 

30 

3.38 

2.0 

Meredith 

36.2 

A  1  3/n 

1   A  1 
1.41 

l.D 

Meridian  Bancorp 

45.8 

tLO  74 

"a  1  /I 
o.  14 

4.0 

244 

Merisel 

141.7 

1/11/- 
14/2 

1  .^4 

U.U 

98 

Merrill  Lynch 

279.2 

45% 

9.62 

1.8 

161 

Merry-Go-Round 

197.6 

7% 

0.62 

0.6 

296 

Fred  Meyer 

120.9 

35% 

2.85 

0.0 

1058 

Michael  Foods 

-24.4 

8 

0.59 

2.5 

53 

Michaels  Stores 

410.9 

35% 

1.83 

0.0 

761 

Michigan  National 

30.4 

58% 

5.77 

3.4 

50 

MicroAge 

435.8 

35% 

1.98 

0.0 

212 

Micron  Technology 

159.5 

40% 

6.54 

0.1 

26 

Microsoft 

582.4 

80% 

3.67 

0.0 

168 

Mid  Atlantic  Medical 

190.31 

19% 

1.79 

0.0 

1102 

Midlantic 

-39.7 

23 

3.29 

0.0 

921 

Midwest  Resources 

2.4 

18% 

1.32 

6.4 

648 

Herman  Miller 

46.5 

29% 

1.77 

1.8 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1S88  to  Nov.  17,  1993.   NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.   *Four-year  price  change.   tThree-year  price  change.  }Does  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.   NA:  Not  available. 
Sources:  Forbes;  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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5-year  :  EPS 

price                 \  1994  Current 

change  Recent  estimate  yield 

Rank    Company                             '%  price         $  % 


5-year  EPS 

price                  1994  Current 

change  Recent  estimate  yield 

Rank    Company                              %        price         $  % 


896 

Millipore 

6.5 

37 

2.03 

1.5 

778 

Northrop 

28.8 

35% 

4.49 

4.5 

929 

Mine  Safety  Appliances 

0.9 

42% 

2.50 

2.1 

169 

Norwest 

189.5 

23% 

2.41 

2.8 

493 

Minn  Wlinino  SL  Mfp 

73.4 

107% 

6.57 

3.1 

56 

NovaCare 

407.2 

13 

1.10 

0.0 

788 

Minnesota  Power  &  Lt 

27.5 

30% 

2.35 

-  6.6 

34 

Novell 

523.3 

23% 

1.14 

0.0 

137 

Mirage 

218.7 

22% 

1.22 

0.0 

81 

Nucor 

316.7 

49% 

2.13 

0.3 

372 

Mitchell  Energy 

100.0 

22% 

1.36 

2.1 

368 

NWNL 

101.6 

31% 

3.35 

2.5 

516 

Mobil 

69.8 

77Vi 

5.40 

4.4 

784 

Nynex 

28.0 

42  % 

3.43 

5.6 

110 

Modine  Manufacturing 

258.1 

27% 

1.54 

1.7 

1076 

Occidental  Petroleum 

-29.6 

17% 

0.73 

5.6 

634 

Mnl^rrlljir  Rincv<\tpms 

48.8 

23V4 

1.20 

0.0 

12 

Office  Depot 

831.5 

33% 

0.82 

0.0 

308 

Molex 

117.7 

33% 

1.43 

0.1 

1048 

Ogden 

-21.3 

23% 

1.69 

5.4 

NR 

Monk-Austin 

NA 

15% 

1.82 

1.2 

502 

Ohio  Casualty 

72.0 

61% 

5.02 

4.6 

524 

Monsanto 

68.5 

68% 

4.58 

3.4 

837 

Ohio  Edison 

17.9 

22% 

1.90 

6.7 

687 

Montana  Power 

40.6 

25% 

2.13 

6.3 

923 

Oklahoma  G&E 

1.9 

33% 

2.78 

8.0 

1041 

Moore  Corp 

-19.8 

20% 

1.28 

4.6 

394 

Old  Kent  Financial 

96.0 

30% 

3.38 

3.8 

370 

JP  Morgan  &  Co 

100.7 

70 

7.27 

3.4 

278 

Old  Republic  Intl 

126.1 

22% 

2.58 

2.0 

1117 

Morgan  Products 

-48.3 

7% 

0.66 

0.0 

988 

Olin 

-8.6 

46% 

2.27 

4.7 

196 

Morgan  Stanley 

167.0 

73% 

7.55 

1.5 

279 

Olsten 

126.0 

27% 

1.53 

0.9 

821 

Morrison  Knudsen 

20.6 

23% 

1.26 

3.4 

323 

Omnicom  Group 

113.4 

41% 

3.11 

3.0 

222 

Morrison  Restaurants 

152.8 

2  6 '/a 

1.35 

1.3 

1002 

Oneida 

-12.0 

13 

1.00 

3.7 

193 

Morton  International 

168.3* 

96% 

4.24 

1.2 

304 

Oneok 

1 18.5 

20% 

1.35 

5.2 

NR 

Motor  Coach  Inds  Intl 

NA 

13% 

NA 

0.0 

30 

Oracle  Systems 

546.2 

31% 

0.57 

0.0 

62 

Motorola 

375.0 

99% 

4.28 

0.4 

715 

Orange  &  Rockland 

36.3 

39% 

3.36 

6.3 

NR 

Mueller  Industries 

NA 

32% 

6.54 

0.0 

224 

Oregon  Steel  Mills 

152.1 

23 

1.49 

2.4 

651 

Multimedia 

46.1 

37% 

2.19 

0.0 

153 

Orion  Capital 

203.6 

29% 

3.82 

2.4 

656 

Murphy  Oil 

45.1 

43 

2.23 

3.0 

215 

OrNda  HealthCorp 

157. 8t 

14% 

1.15 

0.0 

NR 

Musicland  Stores 

NA 

19% 

1.26 

0.0 

1013 

Oryx  Energy 

-13.5 

22% 

0.60 

1.8 

705 

Nacco  Industries 

38.1 

43% 

3.86 

1.5 

1059 

Oshkosh  Truck 

-24.5 

8% 

1.00 

5.6 

321 

Nalco  Chemical 

113.5 

37% 

2.14 

2.4 

1099 

Outboard  Marine 

-38.3 

19% 

0.71 

2.1 

1066 

Nash  Finch 

-26.3 

18% 

NA 

3.9 

876 

Overseas  Shipholding 

9.4 

21 

0.70 

2.9 

1064 

Nashua 

-25.9 

27% 

3.13 

2.7 

126 

Owens  &  Minor 

234.6 

21% 

1.07 

1.0 

673 

National  City 

43.0 

23  % 

2.70 

4.6 

307 

Owens-Corning 

118.0 

48% 

3.73 

0.0 

NR 

Natl  Convenience 

NA 

15% 

NA 

0.0 

NR 

Owens-Illinois 

NA 

10 

1.14 

0.0 

1165 

National  Education 

-73.7 

6% 

0.19 

0.0 

343 

Oxford  Industries 

108.3 

21% 

2.13 

3.0 

462 

National  Fuel  Gas 

78.9 

34 

2.26 

4.5 

555 

Paccar 

62.8 

66% 

5.43 

1.9 

523 

National  Health  Labs 

68.81 

13% 

1.40 

2.4 

1084 

Pacific  Enterprises 

-33.7 

24% 

1.84 

4.8 

1025 

National  Intergroup 

-16.5 

14% 

NA 

0.0 

385 

Pacific  G&E 

97.1 

34% 

2.74 

5.4 

901 

National  Medical 

4.7* 

11% 

1.27 

0.0 

427 

Pacific  Telesis 

86.6 

57% 

2.97 

3.8 

536 

Natl  Semiconductor 

66.7 

16% 

1.73 

0.0 

5 

PacifiCare  Health 

1 148.8 

38% 

2.60 

0.0 

869 

National  Service 

11.0 

23% 

1.70 

4.4 

882 

PacifiCorp 

8.6 

19 

1.44 

5.7 

NR 

National  Steel 

NA 

11% 

0.80 

0.0 

226 

PaineWebber  Group 

151.2 

27 

3.68 

2.2 

134 

National  Western  Life 

223.2 

45% 

14.00 

0.0 

287 

Pall 

123.3 

20% 

0.94 

1.5 

495 

NationsBank 

72.9 

47% 

5.69 

3.6 

1075 

Pamida  Holdings 

-29.4t 

3 

NA 

0.0 

1127 

Navistar  Intl 

-51.6 

26 

1.80 

0.0 

1030 

Panhandle  Eastern 

-17.1 

21% 

1.59 

3.8 

480 

NBD  Bancorp 

75.5 

29% 

3.29 

3.7 

NR 

Paragon  Trade  Brands 

NA 

28% 

2.63 

0.0 

750 

NCH 

32.9 

55 

6.00 

3.6 

413 

Paramount  Commun 

90.8 

77% 

3.01 

1.0 

880 

Neiman  Marcus  Group 

9.0 

18% 

0.56 

1.1 

759 

Parker  Hannifin 

31.1 

36% 

1.78 

2.6 

580 

New  England  Electric 

57.3 

37% 

3.06 

5.9 

NR 

Payless  Cashways 

NA 

12% 

1.19 

0.0 

1188 

New  Valley 

-99.6 

Via 

NA 

0.0 

797 

Penn  Central 

25.8J 

30% 

1.90 

2.8 

771 

NY  State  E&G 

29.7 

29% 

2.56 

7.5 

164 

Penn  Traffic 

192.5 

39% 

2.88 

0.0 

972 

New  York  Times 

-6.5 

25% 

1.07 

2.2 

327 

JC  Penney 

1 12.3 

53% 

3.85 

2.7 

167 

Newell  Co 

190.3 

41 

2.41 

1.8 

629 

Pennsylvania  P&L 

49.5 

27 

2.15 

6.1 

526 

Newmont  Mining 

68.3 

55% 

1.34 

1.1 

1042 

Pennzoil 

-19.9 

57% 

2.74 

5.2 

601 

Niagara  Mohawk  Power 

52.9 

19% 

1.86 

5.0 

552 

Pentair 

63.2 

34 

2.51 

2.0 

498 

Nicor 

72.8 

27 

2.10 

4.5 

845 

People's  Bank 

16.4 

8% 

1.25 

2.7 

97 

NIKE 

279.2 

50% 

4.93 

1.6 

622 

Peoples  Energy 

50.0 

28% 

2.18 

6.2 

NR 

Nine  West  Group 

NA 

32% 

1.83 

0.0 

395 

Pep  Boys 

95.9 

23% 

1.26 

0.6 

271 

Nipsco  Industries 

128.8 

31% 

2.36 

4.2 

156 

PepsiCo 

201.9 

39% 

2.34 

1.6 

1162 

NL  Industries 

-72.8 

5% 

-0.25 

0.0 

1156 

Perini 

-66.0 

10% 

0.70 

0.0 

1050 

Noland 

-21.8 

17 

NA 

1.4 

684 

Perkin-Elmer 

41.1 

34% 

2.00 

2.0 

282 

Nordson 

125.3 

53% 

2.56 

0.9 

NR 

Perrigo 

NA 

31% 

0.72 

0.0 

840 

Nordstrom 

17.4 

35% 

1.95 

1.0 

991 

Perry  Drug  Stores 

-9.3 

6% 

0.80 

0.0 

326 

Norfolk  Southern 

112.4 

66% 

4.89 

2.9 

NR 

Pet 

NA 

16% 

1.15 

1.9 

1021 

Nortek 

-15.1 

7% 

NA 

0.0 

463 

Petrie  Stores 

78.8 

29% 

0.42 

0.7 

832 

Northeast  Utilities 

18.9t 

23% 

2.02 

7.4 

NR 

Petroleum  Heat  &  Pwr 

NA 

9 

NA 

6.1 

789 

No  States  Power 

27.1 

41% 

3.12 

6.2 

265 

Pfizer 

130.6 

66% 

4.31 

2.5 

541 

Northern  Telecom 

65.4 

27% 

1.35 

1.3 

546 

Phelps  Dodge 

64.2t 

43% 

2.92 

3.8 

206 

Northern  Trust 

162.1 

38% 

3.36 

2.3 

836 

PHH 

17.9 

41% 

4.08 

2.9 

Note:  Except  as  ind'cated,  price  changes  are  from  Dec 

•31,  1988  to  Nov.  17,  1993. 

NR: 

lot  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 

company 

*Four-year  price  change, 

t Three-year  price  change. 

tDoes  not  reflect  srjecial  cash  dividend  paid  or  distribution  of  stock  in  another  company. 

NA:  Not  available. 

Sources:  Forbes;  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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5-year 

EPS 

5-year 

EPS 

price 

1 

994 

Current 

price  ' 

1994 

Current 

change 

Recent 

estimate 

yield 

change 

Recent 

estimate 

yield 

Rank 

Company 

.6/ 
>°  ,  I 

price 

$ 

'%  .  | 

Rank 

Company 

% 

price 

$ 

% 

695 

Philadelphia  Elec 

39.4 

27% 

2.49 

5.5 

121 

Reynolds  &  Reynolds 

242.4 

40% 

2.79 

1.5 

303 

Philip  Morris  Cos 

118.9 

553/4 

5.25 

4.7 

1027 

Reynolds  Metals 

-16.7 

44% 

0.86 

2.2 

834 

Philin^  FlprtrnnirQ 

18.2 

2.03 

U.U 

/ /<+ 

Rhone-Poulenc 

zy.o 

9A7/« 

l.DD 

1.0 

571 

Phillips  Petroleum 

59.6 

31Vs 

1.80 

3.6 

410 

Rhone-Poulenc  Rorer 

91.8 

40% 

3.70 

2.7 

63 

Phillips-Van  Heusen 

374.3 

3314 

2.00 

0.4 

90 

Richfood  Holding 

293.6 

1514 

1.17 

0.5 

420 

Piedmont  Natural  Gas 

88.7 

23 

1 

.52 

4.3 

1153 

Riggs  National 

-61.4 

8% 

0.55 

0.0 

977 

Pier  1  Imports 

-7.4 

10% 

0.83 

1.0 

826 

Riser  Foods 

19.6 

8% 

1.15 

0.0 

843 

Pilgrim's  Pride 

16.7 

7 

NA 

0.9 

934 

Rite  Aid 

-1.2 

1614 

1.68 

3.7 

1011 

i  II  ll\CI  IUI 1  O 

-13  3t 

13/2 

1.60 

U.U 

INK 

Riverwood  Intl 

M  A 

INm 

n  7 c 
U.  /  0 

1 . 1 

724 

Pinnacle  West 

35.7 

21% 

1.98 

3.7 

NR 

RJR  Nabisco 

NA 

614 

0.45 

0.0 

911 

Pioneer  Financial  Svcs 

3.4 

11% 

1 

.10 

0.0 

325 

Roadway  Services 

1 13.0 

6514 

3.43 

2.1 

125 

Pioneer  Hi-Bred  Intl 

235.6 

37% 

2.06 

1.5 

1184 

Robertson-Ceco 

-97.9 

31/a 

NA 

0.0 

130 

Pioneer- Standard  Elec 

231.6 

21 

1.95 

0.7 

622 

Rochester  G&E 

50.0 

25% 

2.16 

6.6 

409 

Pitney  Bowes 

91.8 

41 

2.60 

2.2 

461 

Rochester  Telephone 

79.0 

45% 

2.61 

3.5 

NR 

Pittctrtn  Minpralc 

r  IllolUII  IVIIMCICIIo 

NA 

2 1% 

2.09 

3  n 

O.U 

DUU 

KocKwen  inn 

cq  A 
JJ.4 

JJ78 

Z.00 

■5  n 
j.v 

NR 

Pittston  Services 

NA 

2  5  Ms 

1.37 

0.8 

611 

Rohm  &  Haas 

51.3 

52 

3.32 

2.7 

NR 

Pittway 

NA 

30 

NA 

1.7 

1163 

Rohr 

-73.1 

714 

0.54 

0.0 

676 

Ply  Gem  Industries 

42.1 

16% 

0.99 

0.7 

318 

Roliins 

114.4 

25% 

1.44 

1.7 

668 

PNC  Bank 

43.4 

28'/2 

3.21 

4.5 

1176 

Rose's  Stores 

-84.7 

l1/4 

0.50 

0.0 

966 

Polaroid 

-5.1 

35 

2.84 

1.7 

567 

Ross  Stores 

60.7 

16% 

1.44 

0.0 

635 

Pnnp  &  Talhnf 

48.6 

26% 

2.46 

9  H 

lujj 

Rouse 

99  A 

1  Q 

l,Dj 

O.O 

981 

Portland  General 

-7.7 

19% 

1.85 

6.2 

454 

Royal  Dutch  Petroleum 

80.5 

102% 

6.98 

2.1 

636 

Potlatch 

48.4 

46 

2.52 

3.4 

330 

RPM 

111.5 

17% 

1.01 

3.0 

777 

Potomac  Electric 

29.0 

261/s 

1.97 

6.3 

185 

Rubbermaid 

174.6 

341/2 

1.52 

1.3 

483 

PPG  Industries 

74.6 

701/2 

4.39 

3.1 

320 

Ruddick 

114.1 

22% 

1.56 

2.0 

NR 

Praxair 

NA 

16V4 

1.22 

1.5 

877 

Russ  Berrie  &  Co 

9.4 

1414 

1.20 

4.2 

PrQ^icinn  f  acfr^artc 
rrcLlblUM  Udiipdrib 

9  ^ 

^_  /  /8 

1.82 

n  q 

U. :? 

Russell 

7"3  £ 

9Q 
Zo 

1  A 

235 

Premark  Intl 

146.0 

7714 

5.57 

1.4 

915 

Ryder  System 

2.9 

26% 

2.09 

2.2 

70 

Premier  Bancorp 

366.7 

nvz 

2.33 

0.0 

939 

Rykoff-Sexton 

-1.6 

19% 

NA 

0.0 

295 

Premier  Industrial 

121.0 

27  Vz 

1.30 

1.3 

964 

Ryland  Group 

-4.8 

19% 

2.24 

3.1 

116 

Price/Costco 

254.4 

18% 

1.07 

0.0 

235 

Safeco 

146.0 

5814 

5.37 

3.1 

99 

Primerica 

279.1 

40% 

4.02 

1.2 

585 

Safeguard  Scientifics 

55.3 

25% 

NA 

0.0 

218 

Pt-nrtpr  SL  f^imhlp 

154  6 

JJ/o 

3.16 

9  9 

1 UOJ 

OdlciyrMccll 

17^ 
—  1  / .  o 

10/8 

n  0,1 

9  7 

49 

Progressive 

436.4 

4l1/e 

2.86 

0.5 

491 

Safeway 

73. 5t 

21 14 

1.50 

0.0 

14 

Prom  us  Cos 

776. 7t 

43% 

2.24 

0.0 

431 

St  Joe  Paper 

85. 6t 

51V2 

1.15 

0.4 

108 

Protective  Life 

262.3 

48 

3.82 

2.2 

356 

St  Paul  Cos 

105.2 

891/4 

8.85 

3.1 

576 

Provident  Life  &  Acc 

58.4 

301/2 

3 

38 

3.4 

1147 

Salant 

-60.0 

7% 

NA 

0.0 

1133 

PS  Group 

-54.5 

l41/2 

-0 

18 

0.0 

757 

Sallie  Mae 

31.5 

441/2 

5.59 

2.7 

HOO 

PSI  Resources 

OO.O 

9R1A 
ZD  72 

1.86 

A  Q 

Salomon 

ol.O 

A  33/, 

A  QA 

736 

Public  Service  Colo 

34.3 

28% 

2.38 

6.9 

779 

San  Diego  G&E 

28.8 

24% 

1.85 

6.0 

1036 

Public  Service  NM 

-19.0 

1014 

1.24 

0.0 

1092 

Santa  Fe  Energy  Res 

-35. 5t 

10 

0.20 

1.6 

772 

Pub  Svc  Enterprise 

29.6 

31% 

2.69 

6.8 

144 

Santa  Fe  Pacific 

213. 5t 

20% 

1.16 

0.5 

760 

Puget  Sound  P&L 

30.4 

241/s 

2 

04 

7.6 

210 

Sara  Lee 

160.7 

27% 

1.55 

2.3 

628 

Pulitzer  Publishing 

49.6 

3314 

2 

13 

1.6 

578 

Savannah  Foods 

57.8 

14V2 

0.85 

3.7 

1  AC\ 

Pi  i  Ire 

r  uue 

^  lo.U 

jD78 

3 

18 

n  7 
u.  / 

DUO 

Scana 

/1Q 

J.  JO 

c  c 

J.O 

NR 

Purolator  Prods 

NA 

18'/s 

2.12 

3.5 

791 

SCEcorp 

26.6 

20V2 

1.62 

6.9 

732 

Quaker  Oats 

34.8$ 

71% 

4.58 

3.0 

257 

Schering-Plough 

137.9 

6714 

4.78 

2.7 

1035 

Quaker  State 

-17.8 

13% 

0.85 

2.9 

418 

Schlumberger 

89.7 

61% 

3.05 

1.9 

67 

Quality  Food  Centers 

370.1 

2814 

1.64 

0.7 

NR 

Scholastic 

NA 

42% 

2.32 

0.0 

NR 

QualMed 

NA 

12% 

1 

38 

0.0 

284 

A  Schulman 

123.7 

28 

1.55 

1.1 

Quanex 

D  1  .U 

9  1 

1 

04 

9  7 

862 

OCIIUIIX  Odv  U 

12.5 

15 

1.90 

1.1 

74 

Quantum 

354.2 

13% 

1 

52 

0.0 

6 

Charles  Schwab 

991.7 

32% 

1.99 

0.6 

336 

Questar 

110.9 

34 

2.19 

3.2 

802 

SCI  Systems 

25.0 

18% 

1.32 

0.0 

40 

QVC  Network 

482.4 

49V4 

1.92 

0.0 

111 

Scientific-Atlanta 

257.1 

3114 

1.17 

0.4 

NR 

Ralston-Continental 

NA 

8% 

1.00 

3.7 

367 

Scios  Nova 

102.2 

11% 

-1.10 

0.0 

930 

Ralston-Purina 

-0.5 

40% 

3.23 

2.9 

959 

Scott  Paper 

-3.8 

37% 

2.42 

2.1 

925 

Raychem 

1.8 

35% 

0.77 

0.9 

NR 

Scotts 

NA 

1614 

1.36 

0.0 

Raytheon 

7Q  1 

DU 

5.68 

9  3 

f-\A/  Qrnnne 

65  7 

28% 

1  25 

1  6 

670 

Reader's  Digest  Assn 

43.2t 

421/4 

2.27 

3.3 

597 

Seaboard 

53.7 

176% 

NA 

0.6 

220 

Reebok  International 

154.1 

31 '/e 

2.93 

1.0 

190 

Seagate  Technology 

171.0 

23% 

2.61 

0.0 

530 

Reliance  Group 

67.6 

7% 

0.80 

4.1 

476 

Seagram 

76.0 

27 

2.37 

2.1 

782 

Repligen 

28.6 

9 

-1.52 

0.0 

176 

Sealed  Air 

182.2* 

28% 

1.56 

0.0 

532 

Republic  New  York 

67.5 

47% 

5.48 

2.3 

690 

Sears,  Roebuck 

40.4* 

57% 

4.80 

2.8 

309 

Resorts  Intl 

116. 7t 

1% 

NA 

0.0 

1062 

Seaway  Food  Town 

-25.8 

IV/2 

NA 

3.1 

NR 

Revco  DS 

NA 

16% 

1.00 

0.0 

396 

Selective  Insurance 

94.8 

29% 

2.51 

3.7 

1185 

Rexene 

-98.2* 

21/2 

NA 

0.0 

65 

Sensormatic  Electron 

371.4 

45% 

1.72 

0.7 

NR 

Rexnord 

NA 

l81/4 

1.35 

0.0 

NR 

Sepracor 

NA 

7% 

-0.45 

0.0 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1S88  to  Nov.  17 

1993. 

NR: 

Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 

company.   *Four-year  price  change. 

tThree-year  price  change. 

{Does  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company 

NA:  Not  available. 

Sources:  Forbes;  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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.  JS-'year  EPS 

price                  1994  Current 

change  Recent  estimate  yield ! 

Rank   Company   %  price        $  % 


5-year  EPS 

price                  1994  Current 

change  Recent  estimate  yield 

Rank    Company                              %  price         $  % 


1109 

Sequa 

-45.2 

31  '/a 

i  OO 

1  .OO 

U.U 

1 

SunAmerica 

Oft7  A  » 
4:U  /  .4 

JD  78 

0  0/1 

o.o4 

1  1 

324 

Service  Corp  Intl 

1 13.2 

O  A  7/~ 

i  A  n 
1 .4U 

1  7 

Kip 

Sunbeam-Oster 

MA 
IN  A 

OH 

1  00, 
1  /  * 

n  0 
yj.c. 

273 

JCI  VILC  IV 1  d  \*  i  loimijc 

127.5* 

11% 

1.21 

0.0 

551 

Sundstrand 

63.5 

40% 

2.94 

2.9 

776 

Shared  Medical  Sys 

29.3 

21/2 

1.52 

-  3.9 

300 

SunTrust  Banks 

120.1 

43% 

4.19 

2.9 

18 

Shaw  Industries 

714.8 

24 

2.10 

0.8 

1070 

Super  Food  Services 

-28.2 

12% 

0.95 

2.8 

1003 

Shawmut  National 

-12.2 

205/e 

2.77 

1.9 

696 

Supervalu 

39.3 

34% 

2.94 

2.6 

188 

Sherwin-Williams 

172.9 

34% 

2.07 

1  A 

1 .4 

Synergen 

oUO.O 

IZva 

O  7fl 

-d.  /u 

U.U 

204 

Shoney's 

163.1 

21% 

1 .64 

ft  ft 

U.U 

OQQ 

yyy 

Syntex 

11/1 
— J.  1 .4 

1  Q 

1  QO 

O.o 

NR 

^hnnKn  **rnrp< 

NA 

1  I'/b 

1.45 

4.0 

157 

Sysco 

201.3 

29 

1.26 

1.2 

357 

Sigm3-Aldrich 

104.8 

48% 

2.49 

0.7 

107 

T  Cell  Sciences 

262.5 

71/4 

-0.07 

0.0 

351 

Signet  Banking 

106.7 

30% 

3.34 

3.3 

NR 

TakeCare 

NA 

46V2 

3.59 

0.0 

64 

Silicon  Graphics 

371.9 

22% 

1.64 

0.0 

1111 

Talley  Industries 

-45.9 

7V2 

NA 

0.0 

NR 

Sizzler  Intl 

NA 

91/4 

0.64 

1.7 

C  C  ft 

Tambrands 

/ICO 

4b. o 

All/ 
40  74 

z.yo 

o.y 

712 

Skyline 

36.5 

17% 

NA 

2.7 

1  ftO  o 

Tandem  Computers 

OO  0 

1  1  1/. 
1  1  74 

n  q>i 
U.o4 

U.U 

NR 

Smart  &  Final 

NA 

13% 

0.90 

1.4 

859 

Tandy 

13.1 

46% 

2.98 

1.3 

113 

AO  Smith 

256.1 

29% 

2.45 

1.5 

165 

TBC 

192.1 

ll1/4 

0.88 

0.0 

1143 

Smith  Corona 

-58.9* 

5% 

0.33 

3.5 

89 

TCF  Financial 

294.4 

35 

4.21 

2.1 

408 

Smithfield  Foods 

92.1 

15'/4 

2.00 

0.0 

76 

Tech  Data 

346.2 

29 

1.95 

0.0 

1032 

Smith's  Food  &  Drug 

- 

-1 7.2* 

19% 

1  7ft 

o  c 

007 

TECO  Energy 

Q/I  7 

y4.  / 

Zo  78 

1   A  R 
1 .4D 

A  O 

588 

JM  Smucker 

54.8 

OO  1/. 

1    A  Q 

1 .4o 

O  ft 
41. U 

7O0. 

/yj 

Tecumseh  Products 

OA  "3 
ZD.  J 

1  £2 
1 .0 

897 

Snap-on  Tools 

6.4 

371/4 

2.39 

2.9 

57 

Tejas  Gas 

405.4 

54% 

2.33 

0.0 

485 

Society 

74.4 

29 

3.62 

3.9 

889 

Tektronix 

8.0 

22 

2.07 

2.7 

4 

Solectron 

1360.8' 

27 

2.33 

0.0 

305 

Tele-Communications 

118.2 

28% 

0.46 

0.0 

333 

Sonat 

111.2 

30% 

1.87 

3.5 

497 

Teledyne 

72.9t 

25% 

2.05 

3.1 

810 

Sonoco  Products 

22.6 

21 

1  CO 

O  d 
tl.O 

CA  ft 

D4U 

i  eieriex 

A  7  C 

4/  .o 

on 

O  QO 

1  A 

1 .0 

1020 

Sony 

-14.5 

45 

1  Oft 

ft  n 
u.y 

41z 

Tele  &  Data  Systems 

on  q 

yu.y 

KOI/. 

DZ  74 

1  in 
1 .  1U 

n  7 

U.  / 

663 

Sotheby's  Holdings 

44.1 

14V2 

0.67 

1.7 

386 

Temple-Inland 

96.8 

467/s 

2.32 

2.1 

913 

Southdown 

3.1 

21 

1.04 

0.0 

908 

Tenneco 

3.6 

50% 

3.46 

3.2 

407 

Southern  Co 

92.2 

43 

3.22 

5.3 

400 

Teradyne 

93.6 

223/4 

1.48 

0.0 

714 

So  New  Eng  Telecom 

36.4 

37 

2.68 

4.8 

1008 

Terex 

-13.0 

8% 

NA 

0.0 

NR 

Southern  Pacific  Rail 

IN  A 

O  1  1/. 
Z  1  74 

M  A 

IN  A 

U.U 

1  ftftC 

Terra  Industries 

10  7 

-\.£..l 

£L 
D 

1  "3 
1 .0 

NR 

Southland 

NA 

71/a 

NA 

ft  ft 

U.U 

1125 

Tesoro  Petroleum 

Cft  c 

378 

n  qo 

U.U 

359 

SouthTrust 

104.2 

18 

2.12 

3.3 

763 

Texaco 

30.31 

66% 

4.64 

4.8 

23 

Southwest  Airlines 

644.4 

33Y2 

1.40 

0.1 

1012 

Texas  Industries 

-13.4 

245/s 

2.00 

0.8 

937 

Southwest  Gas 

-1.4 

17V4 

1.25 

4.5 

630 

Texas  Instruments 

49.4 

6l1/4 

5.84 

1.2 

338 

Southwestern  Bell 

109.9 

42% 

2.67 

3.6 

590 

Texas  Utilities 

54.7 

43  72 

3.35 

7.1 

851 

Southwestern  Pub  Svc 

14.0 

30  72 

2.37 

7  o 

261 

Textron 

1  O  A  7 

CC3/ 
DO  /4 

A  7R 

0  0 

277 

SPI  Pharmaceuticals 

1 26.2 

1  31/ 

2.00 

1  ft 

l  .y 

146 

Thermo  Electron 

O  1  O  ft 

4Z  78 

0  nn 
Z.UU 

U.U 

79 

Spiegel 

338.3 

20 

0.71 

1.0 

379 

Thiokol 

99.0* 

261/s 

3.03 

2.6 

749 

Springs  Industries 

32.9 

41% 

3.29 

2.9 

787 

Thomas  &  Betts 

27.8 

60% 

3.61 

3.7 

658 

Sprint 

45.0 

33% 

2.18 

3.0 

1077 

Thomas  Industries 

-29.7 

13 

NA 

3.1 

1120 

SPS  Technologies 

-48.8 

22 

2.50 

5.8 

55 

Thorn  Apple  Valley 

408.0 

17% 

2.35 

1.6 

i 1  nc 

or  A 

A  A   0  * 

-44. o 

i  c 

i  eft 

c  ft  c 

0/*rtm 

oLom 

CO  ft 

OO  74 

O  Ad 

U.U 

982 

Std  Commercial 

-7.9 

16 

1.53 

2.5 

159 

Tidewater 

198.3 

OO 

1  0/1 
1 .04 

1  Q 

1  .£5 

131 

Standard  Fedl  Bank 

229.6 

29'A 

3.97 

1.9 

853 

Tiffany 

13.9 

32 

2.17 

0.9 

465 

Standard  Motor  Prods 

78  6 

25 

1.43 

1.3 

NR 

TIG  Holdings 

NA 

23% 

1.53 

0.9 

689 

Standard  Products 

40.4 

33 

2.39 

1.9 

520 

Time  Warner 

69.2 

45'/4 

-0.02 

0.7 

800 

Standard  Register 

25.6 

20V4 

1.64 

3.2 

932 

Times  Mirror 

-0.8 

32% 

1.50 

3.3 

Standex  International 

1 12.0 

22 

NA 

2.4 

983 

Timken 

-8. 1 

32% 

1  CI 

"3  1 
O.  1 

H  OO 

Stanhome 

7Q  O 

32% 

O  A  A 

3.1 

260 

TJ  International 

loco 
I0D.4: 

oqi/. 
4iy  74 

1    1  "3 

u.o 

683 

Stanley  Works 

41.2 

40'/4 

2.79 

3.4 

381 

TJX  Cos 

98.4* 

3OV2 

2.02 

1.6 

180 

Staples 

179.3* 

221/2 

1.31 

0.0 

NR 

TNT  Freightways 

NA 

23 

1.48 

1.6 

186 

State  Street  Boston 

174.5 

36% 

2.60 

1.4 

349 

Torchmark 

107.2 

42% 

4.45 

2.7 

870 

Stepan 

10.9 

27  V* 

3.00 

3.1 

728 

Toro 

35.3 

25% 

1.35 

1.9 

1  1  cc 

Sterling  Chemicals 

75.2 

4 

0.05 

0.0 

411 

Tosco 

91.2 

29% 

O  7ft 

41. U 

OO 

Z.G 

Stewart  &  Stevenson 

558.4 

46V2 

2.11 

0.5 

237 

Toys  'R'  Us 

145.5 

40'/2 

2.05 

0.0 

1160 

Stone  Container 

-69.3 

9% 

-2.56 

0.0 

1091 

Trans  World  Music 

-35.4 

15'/2 

1.79 

0.0 

NR 

Stop  &  Shop  Cos 

NA 

18% 

1.53 

0.0 

564 

Transamerica 

61.3 

54% 

4.91 

3.7 

519 

Storage  Technology 

69.3 

29% 

2.13 

0.0 

429 

Transatlantic  Holding 

85.8t 

50% 

4.30 

0.6 

905 

Stratus  Computer 

4.1 

28% 

2.61 

0.0 

1138 

Transco  Energy 

-56.6 

15'/4 

1.04 

3.9 

1019 

Strawbridge 

-14.4 

22V4 

2.47 

4.9 

975 

Travelers 

-7.2 

32V4 

2.39 

5.0 

189 

Stride  Rite 

172.9 

18% 

1.46 

2.1 

997 

Tredegar  Industries 

-11.0* 

14% 

1.30 

1.7 

88 

Stryker 

296.3 

26% 

1.50 

0.2 

85 

Triarc  Cos 

301.8 

28% 

1.40 

0.0 

70 

Summit  Health 

366.7 

7 

0.66 

1.1 

671 

Tribune 

43.1 

55% 

3.09 

1.7 

956 

Sun  Co 

-3.5 

31 

1.93 

5.8 

506 

Trinity  Industries 

71.5 

38% 

2.60 

1.7 

553 

Sun  Microsystems 

63.2 

27% 

2.17 

0.0 

825 

Trinova 

20.0 

33 

1.90 

2.1 

Note;  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993. 

NR: 

Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 

company 

.  *Four-year  price  change. 

tThree-year  price  change. 

tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stcck  in  another  company. 

NA:  Not  available. 

Sources:  Forbes;  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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,  5-year 
price 

change  Recent 

Rank    Company  %  price 


EPS 

1994  Current 

estimate  yield 

.$  % 


595 

TRW 

53.8 

64 

4.29 

9  Q 

1181 

Tucson  Electric 

-92.2 

3% 

-0.02 

0.0 

938 

Tultex 

-1.5 

8'/a 

0.82 

2.5 

66 

Turner  Broadcasting 

371.1 

261/2 

0.49 

0.3 

1124 

Turner  Corp 

-50.0 

8% 

NA 

0.0 

127 

20th  Century  Inds 

233.3 

27V2 

2.42 

2.3 

710 

Tyco  International 

37.1 

49 

2.74 

0.8 

479 

Tyco  Toys 

75.5 

10% 

0.70 

0.0 

197 

Tyson  Foods 

166.7 

23 

1.45 

0.2 

786 

UAL 

27.9 

140 

7.89 

0.0 

642 

UGI 

47.3 

22 

1.52 

6.1 

835 

UJB  Financial 

18.1 

24'/2 

2.41 

2.6 

NR 

Ultramar 

NA 

26 

2.63 

4.2 

987 

UNC 

-8.5 

8Va 

0.87 

0.0 

73 

Unifi 

358.1 

25V2 

1.68 

2.2 

399 

Unilever  NV 

94.0 

1 13 

8.60 

1.3 

873 

Union  Bank 

10.8 

28Vt 

2.94 

5.0 

726 

Union  Camp 

35.6 

46% 

1.92 

3.3 

NR 

Union  Carbide 

NA 

20!/2 

1.32 

3.7 

559 

Union  Electric 

62.2 

39'/s 

2.99 

6.1 

389 

Union  Pacific 

96.5 

63'/s 

4.47 

2.5 

383 

Union  Texas  Petrol 

97.6 

201/2 

1.16 

1.0 

1140 

Unisys 

-58.2 

11% 

1.44 

0.0 

1 

United  HealthCare 

3161.1 

73% 

2.98 

0.0 

638 

United  Illuminating 

47.9 

39% 

3.55 

6.7 

272 

US  Bancorp 

127.7 

24V4 

2.69 

3.6 

470 

US  Bioscience 

77.8* 

11 

-0.47 

0.0 

2 

US  Healthcare 

1987. 3t 

54V2 

3.01 

1.2 

NR 

US  Home 

NA 

26% 

2.68 

0.0 

1126 

US  Shoe 

-51.5 

12 

0.95 

2.7 

151 

US  Surgical 

205.8 

24% 

0.89 

0.3 

1090 

United  Stationers 

-35.2 

14% 

1.40 

2.7 

572 

United  Technologies 

59.6 

65% 

4.57 

2.7 

706 

Unitrin 

37. 8t 

42% 

3.08 

3.3 

1005 

Univar 

-12.7 

10% 

0.72 

2.8 

585 

Universal 

55. 3$ 

25% 

2.39 

3.4 

745 

Universal  Foods 

33.3 

30% 

2.46 

3.0 

139 

Universal  Health 

218.0 

19% 

1.75 

0.0 

632 

Unocal 

49.2 

28V4 

1.69 

2.8 

106 

UNUM 

266.7 

491/2 

4.19 

1.6 

872 

Upjohn 

10.9 

31% 

2.81 

4.6 

568 

US  West 

60.6 

46% 

3.05 

4.6 

1145 

USAir  Group 

-59.4 

14 

-0.86 

0.0 

1129 

USF&G 

-52.6 

13V2 

0.94 

1.5 

NR 

USG 

NA 

23V2 

NA 

0.0 

1049 

Uslico 

-21.6 

17V4 

1.25 

1 .4 

509 

USLife 

71.0 

39% 

4.25 

3.1 

209 

UST  Inc 

161.0 

26% 

1.88 

3.6 

NR 

USX-Marathon 

NA 

18Va 

0.87 

3.8 

NR 

USX-US  Steel 

NA 

38 

2.93 

2.6 

510 

UtiliCorp  United 

70.9 

32V4 

2.23 

5.2 

207 

Valero  Energy 

162.0 

231/4 

2.30 

2.2 

1152 

Valhi 

-61.2 

4% 

NA 

0.0 

669 

Valmont  Industries 

43.3 

16Vs 

1.38 

1.9 

136 

Valspar 

220.8 

38  V2 

2.07 

1.1 

NR 

Value  City  Dept  Stores 

NA 

14% 

1.32 

0.0 

458 

Varian  Associates 

79.5 

50V4 

3.39 

0.8 

738 

Varity 

33.9 

38'/2 

2.38 

0.0 

162 

Venture  Stores 

195.3t 

23% 

2.81 

2.5 

NR 

Vertex  Pharmaceutical 

NA 

15% 

-1.09 

0.0 

616 

VF 

50.9 

43% 

4.21 

3.0 

132 

Viacom 

227.7 

51 

1.41 

0.0 

471 

Vicorp  Restaurants 

77.5 

19% 

1.97 

0.0 

NR 

Vigoro 

NA 

26'/4 

2.31 

2.9 

22 

Viking  Office  Prods 

648.3! 

431/2 

1.43 

0.0 

1154 

Village  Super  Market 

-62.1 

8'/4 

NA 

0.0 

5-year 

EPS 

price 

1994 

Current 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

'.-  % 

346 

Vishay  Intertech 

107.4 

32 

2.65 

0.0 

579 

VLSI  Tech 

57.4 

13% 

0.91 

0.0 

622 

Volt  Info  Sciences 

50.0 

18% 

NA 

0.0 

1037 

Volvo 

— iy.u 

C  1 

O  1 

0  on 

1.7 

633 

Vons  Cos 

/ion 

1  "71/. 
1  /  78 

1 .0  i 

n  n 
U.U 

841 

Vulcan  Materials 

A  QV. 

6.  lo 

AO 

790 

VWR 

26.8 

13 

0.98 

3.1 

898 

Waban 

6.3* 

12% 

1.41 

0.0 

340 

Wachovia 

109.1 

33 

3.07 

3.6 

643 

Wackennut 

4  /.  1 

i  01/. 

INA 

Zrd 

Wal-Mart  stores 

non  Q 

zy  /a 

1  9R 

I  .ZD 

n  a 
U.4 

187 

Walgreen 

1  "7  0  c 
i  /o.O 

41% 

Z.Zo 

Y  .b 

758 

Wallace  Computer  Svcs 

31.2 

28% 

2.11 

2.2 

NR 

Wang  Laboratories 

NA 

14% 

NA 

0.0 

NR 

Warnaco  Group 

NA 

331/4 

3.71 

0.0 

504 

Warner-Lambert 

"7  1  C 

D/  74 

C  Q  "7 

0.3  / 

Q  A 
0.4 

550 

Washington  uas  Light 

bo.b 

401/2 

Z./o 

K  A 

0.4 

OA 

Washington  Mutual 

OQC  "7 
ZOO.  / 

O  A 

Zh 

0  m 
j.Uj 

995 

Washington  National 

-10.6 

241/8 

2.34 

4.5 

858 

Washington  Post 

13.2 

2381/2 

13.48 

1.3 

543 

Watts  Industries 

64.9 

47 

2.62 

0.8 

1  lo4 

Waxman  Inds 

7"3  C 
-/O.O 

93/. 
zy& 

n  1  7 
U.  1  / 

U.U 

1 104 

Weirton  steel 

A  1    C  * 

CI/. 
0/2 

U.bD 

U.U 

945 

Weis  Markets 

0  0 
—Z.iL 

O  "75/. 
Z  /°/8 

1  .oU 

^.b 

969 

Wellman 

-6.0 

17% 

1.52 

1.1 

NR 

WellPoint  Health 

NA 

28% 

2.17 

0.0 

403 

Wells  Fargo 

93.4 

116% 

11.58 

2.6 

1  7c 
1  /  D 

Wendy's  Intl 

1  P.9  fs 
lo^l.D 

1  £1/. 
ID  /4 

u.yu 

1  r 

WestPoint  Stevens 

O.D 

A  P.  37. 
40/4 

M  A 

U.U 

1093 

Western  Digital 

0  c  c 
-OD.O 

y  72 

n  nci 

u.uy 

U.U 

1023 

Western  Publishing 

-16.2 

14'/4 

1.33 

0.0 

637 

Western  Resources 

48.1 

33% 

2.72 

5.7 

1116 

Westinghouse 

-48.2 

13% 

0.99 

2.9 

1 132 

Westmoreland  Loal 

R  A  O 

C7/. 
O/8 

—u.uy 

U.U 

846 

Westvaco 

•DOS/. 
0078 

Z.oZ 

0  0 
0.0 

coo 

Weyerhaeuser 

O  /  .Z 

A  9 
*\Z 

j.UO 

z  .y 

NR 

Wheeling  Pittsburgh 

NA 

17</2 

1.66 

0.0 

230 

Whirlpool 

148.5 

61V2 

4.23 

2.0 

NR 

Whitman 

NA 

161/2 

1.15 

1.8 

610 

Wicor 

51.3 

^y '/2 

Z.Z^ 

0.0 

Willamette  Inds 

1U4.U 

40 

Z.OO 

z.u 

NR 

Willcox  &  bibbs 

NA 

7 

U.OO 

U.U 

522 

Williams  Cos 

68.9 

25% 

0.95 

3.3 

229 

Winn-Dixie  Stores 

148.9 

54% 

3.37 

2.6 

1061 

Winnebago  Industries 

-25.7 

6% 

0.50 

0.0 

OU4 

Wisconsin  Energy 

O/L.  i 

£  /  °/8 

1  QQ 

c  n 
o.u 

594 

Wisconsin  Public  Svc 

DO.O 

Q  Q 17 
00/4 

O  in 

c;  /I 
D.4 

511 

Witco 

/U.  / 

OQ77-. 

1  .yo 

Q  O 
O.O 

537 

WLR  Foods 

66.6 

19% 

1.75 

1.6 

829 

WMX  Technologies 

19.0 

24% 

1.90 

2.4 

1004 

Woolworth 

-12.6 

22% 

1.83 

5.1 

433 

till  It'  laJa 

Wortnington  Inds 

O  C  A 

1  01/ 

1074 

l.U/ 

i  n 

1  .y 

661 

Wr  L  Holdings 

44.6 

Q  Q 17 
66  74 

Z.66 

C  "7 

0.  / 

1 177 

WPP  Group 

-OO.O 

2% 

U.  1  / 

n  ^ 
U.4 

119 

Wm  Wrigley  Jr 

250.9 

421/4 

1.71 

1.8 

531 

Wyle  Laboratories 

67.5 

16% 

1.79 

1.7 

1158 

Wyman-Gordon 

-67.2 

4% 

NA 

0.0 

685 

Xerox 

41.1 

82% 

5.84 

3.6 

1131 

XOMA 

-53.8 

6Vs 

-1.30 

0.0 

1069 

Yellow  Corp 

-28.1 

22% 

1.61 

4.1 

NR 

York  Intl 

NA 

34% 

2.34 

0.2 

NR 

Younkers 

NA 

25 

2.52 

0.0 

1146 

Zenith  Electronics 

-59.9 

7% 

-0.17 

0.0 

751 

Zenith  National  Ins 

32.9 

23Y4 

2.12 

4.3 

924 

Zurn  Industries 

1.8 

27% 

1.94 

3.2 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1988  to  Nov.  17,  1993.   NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.   *Four-year  price  change.   tThree-year  price  change.   {Does  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.   NA:  Not  available. 
Sources:  Forbes;  Market  Guide;  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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Who's  where  in  the 
industry  groups 

For  the  last  five  years  health  care  companies  routinely  earned 
18%  on  shareholders'  equity.  But  no  industry  grows  to  the  sky. 


By  Eric  S.  Hardy 

The  following  table  shows  how  the  21  industry  groups 
covered  in  Forbes'  Annual  Report  on  American  Industry 
rank  in  terms  of  five  year  return  on  equity. 

Demonstrating  once  again  that  nothing  grows  to  the 
sky,  the  most  profitable  industry  since  1988  has  been 
health  care,  with  a  median  five-year  annual  return  on 
equity  of  18.3%.  But  latest- 12-month  earnings  growth  is 
only  6.3%,  which  puts  health  companies  about  in  the 
middle  of  our  survey.  For  the  industry  as  a  whole, 


profitability  is  likely  to  decline  further  if  a  federal  health 
care  bill  along  the  lines  proposed  by  the  Clinton  Adminis- 
tration is  passed. 

The  insurance  and  financial  services  industries  show  the 
most  dramatic  long-term  gains  this  year  in  return  on 
equity.  Both  groups  jumped  six  positions  from  last  year. 
The  worst-performing  industry:  travel.  Its  five-year  return 
on  equity  is  only  4.1%,  and  it  improved  only  slightly,  to 
5.4%,  during  the  most  recent  12  months.  H 


Net 

Profit 

Profitability 

Growth 

- 

Sales 

income 

margin 

■ 

Return  on  equity 

Sales 

Earnings  per  share 

Return 
on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

Industry 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

(number  of  companies) 

rank 

/o 

% 

.  %. 

% 

rank 

% 

%  . 

rank 

% 

% 

B 

$mil 

%  . 

Health  (74) 

1 

18.3 

17.6 

13.0 

23.9 

3 

11.7 

6.5 

1 

13.9 

6.3 

1,762 

56 

5.0 

Drugs (23) 

26.9 

22.5 

19.3 

18.3 

12.2 

6.5 

15.1 

7.3 

4,505 

392 

10.8 

Health  care  services  (32) 

14.6 

17.7 

11.2 

33.8 

13.7 

12.2 

31.9 

18.2 

995 

39 

3.1 

Medical  supplies  (19) 

16.8 

13.2 

11.2 

21.3 

10.6 

4.2 

5.0 

-12.0 

1,011 

57 

5.2 

Food  drink  &  tobacco  (68) 

2 

17.0 

14.5 

11.0 

35.6 

10 

7.0 

2.5 

2 

7.7 

0.4 

1,566 

61 

3.7 

Food  processors  (47) 

17.0 

14.3 

10.8 

34.6 

6.6 

2.7 

7.7 

1.8 

1,533 

49 

2.8 

Beverages  (10) 

11.5 

15.7 

10.6 

43.4 

7.3 

6.4 

NM 

9.7 

3,856 

127 

5.5 

Tobacco (11) 

21.6 

16.9 

12.4 

38.3 

9.9 

-4.5 

11.6 

-15.3 

1,225 

34 

3.5 

Consumer  nondurables  (58) 

3 

14.5 

13.6 

11.2 

26.3 

5 

8.1 

4.1 

6 

-9.6 

8.4 

1,085 

53 

4.4 

Personal  products  (23) 

15.8 

14.3 

11.6 

21.0 

7.5 

4.2 

5.1 

11.9 

1,182 

69 

5.7 

Apparel  &  shoes  (21) 

14.7 

14.1 

12.3 

23.4 

13.5 

4.3 

-10.0 

5.9 

587 

40 

4.1 

Textiles  (8) 

5.0 

8.4 

6.7 

35.7 

-0.7 

2.3 

NM 

-2.4 

1,198 

22 

3.2 

Photography  &  toys  (6) 

12.8 

8.8 

6.3 

35.8 

10.8 

4.4 

NM 

-16.6 

2,081 

116 

3.5 

Retailing  (116) 

4 

13.6 

11.6 

9.4 

31.5 

2 

11.8 

9.1 

12 

-23.6 

10.6 

1,224 

25 

2.1 

Department  stores  (10) 

11.7 

8.1 

7.6 

41.8 

4.4 

4.4 

-10.5 

18.6 

3,887 

86 

3.1 

Apparel  (21) 

17.4 

12.4 

10.0 

23.3 

14.1 

10.3 

-13.1 

6.2 

1,211 

30 

2.8 

Consumer  electronics  (9) 

12.6 

8.2 

8.4 

7.6 

32.2 

21.8 

NM 

21.1 

1,515 

11 

0.9 

Drug  &  discount  (32) 

14.5 

11.5 

8.9 

40.9 

8.8 

5.6 

NM 

-2.6 

1,716 

26 

1.9 

Home  improvement  (6) 

9.2 

12.6 

7.9 

32.4 

14.1 

13.6 

-19.5 

29.5 

3,098 

42 

1.5 

Home  shopping  (10) 

11.0 

16.6 

16.4 

20.3 

12.4 

13.1 

-14.6 

26.4 

931 

34 

4.2 

Specialty  retailers  (28) 

12.6 

9.7 

9.7 

31.1 

15.5 

9.8 

NM 

-10.4 

792 

21 

2.4 

Chemicals  (52) 

5 

13.4 

10.5 

8.1 

33.8 

11 

6.4 

0.8 

10 

-19.5 

-5.3 

1,291 

43 

3.7 

Diversified  (15) 

9.3 

5.4 

5.9 

32.3 

5.0 

-2.5 

-19.4 

-12.2 

3,265 

92 

2.6 

Specialized  (37) 

14.9 

11.2 

9.9 

35.6 

8.1 

2.5 

-20.7 

-4.1 

943 

41 

4.5 

Insurance  (77) 

6 

13.2 

13.4 

11.8 

17.2 

13 

6.0 

4.6 

3 

5.5 

6.5 

1,458 

90 

6.9 

Diversified  (14) 

9.1 

10.0 

9.0 

14.2 

4.6 

-2.2 

-7.4 

-19.1 

2,509 

109 

5.4 

Life  &  health  (27) 

12.0 

15.0 

13.5 

20.5 

8.0 

5.8 

10.4 

8.5 

1,422 

125 

9.6 

Property  &  casualty  (33) 

13.4 

12.8 

11.3 

17.2 

6.0 

5.2 

2.7 

13.2 

1,411 

81 

6.6 

Brokerage  (3) 

25.7 

21.1 

20.6 

26.1 

6.7 

5.5 

0.7 

4.7 

1,319 

40 

6.7 

Food  distributors  (52) 

7 

12.9 

10.9 

8.7 

43.4 

7 

7.6 

50 

4 

-7.4 

8.0 

1,262 

17 

1.0 

Supermarkets  &  convenience  (32) 

12.9 

10.4 

8.1 

50.4 

5.0 

4.6 

-29.5 

6.8 

1,566 

15 

0.8 

Food  wholesalers  (7) 

11.1 

10.8 

8.0 

38.5 

5.4 

5.7 

6.6 

15.0 

2,720 

17 

0.9 

Restaurant  chains  (13) 

13.0 

14.0 

11.5 

28.3 

8.8 

5.7 

10.3 

8.2 

1,102 

39 

4.0 

D-D:  Deficit  to  deficit.  D-P:  Defici 

I 

'tot  rriea'ninj 

>ful.  Forf 

jrther  expjanation,  see 

page.  105. 

.- 
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Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equ 

ity 

Sales 

Earnings  per  share 

Return 
on 

;  '  '?WM 

capital 

ndustry 

5-year 

latest 

latest 

jj  Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

number  of  companies) 

rank 

/o 

% 

% 

% 

rank 

% 

% 

rank 

% 

% 

$mil 

% 

financial  services  (101) 

8 

12.8 

16.0 

12.6 

30.4 

8 

7.4 

-0.3 

5 

-8.6 

21.6 

1,813 

183 

12.3 

Multinational  banks  (10) 

6.0 

15.9 

10.3 

43.1 

-6.0 

4.4 

NM 

19.8 

9,230 

846 

12.5 

Regional  banks  (54) 

13.3 

16.1 

13.4 

23.7 

7.7 

-1.2 

4.8 

22.3 

1,355 

177 

13.1 

Thrift  inctitiitiAnc  M  A\ 
1  III  1 1 1  IIIMIIUUUIIIMIH/ 

7  7 
/ .  / 

1 1  n 

in  n 

1U.  c 

1  Q  O 

lo.y 

-7.4 

-1 1.8 

NM 

-11.4 

761 

38 

6.4 

Brokerage  &  commodity  (9) 

18.3 

25.1 

15.7 

46.2 

9.9 

15.5 

28.5 

40.3 

3,024 

231 

8.9 

Lease  &  finance  (14) 

14.2 

15.1 

7.8 

64.6 

10.2 

4.0 

2.7 

18.1 

i  Rm 

j,jUl 

231 

9.2 

Business  services  &  supplies  (68) 

9 

12.5 

10.9 

9.0 

31.7 

6 

8.1 

6.0 

8 

-10.9 

5.0 

829 

27 

3.1 

Business  services  (25) 

13.9 

11.5 

9.2 

36.7 

11.1 

7.5 

-6.4 

8.5 

884 

30 

2.9 

DU5IIIC3b  DUppllcb  \t.01 

Q  Q 

1  1  7 
11./ 

9n  q 

R  7 

O.I 

o  o 
Z.iS 

-10.9 

5.4 

662 

27 

0.4 

Industrial  services  (8) 

10.5 

6.5 

5.3 

35.2 

7.9 

8.9 

-24.1 

-6.1 

970 

22 

2.0 

Environmental  &  waste  (7) 

10.4 

2.3 

5.3 

40.2 

15.5 

5.7 

NM 

-46.5 

ODO 

6 

0.8 

Computers  &  communications  (95) 

10 

11.9 

11.1 

8.8 

20.0 

1 

12.3 

9.1 

11 

-21.4 

10.5 

1  "599 

46 

4.1 

Major  systems  (23) 

6.4 

2.7 

3.9 

10.0 

8  5 

3.1 

NM 

-48  4 

1,811 

11 

1  1 

Peripherals  &  equipment  (37) 

11.7 

13.5 

10.8 

18.9 

14.0 

19.4 

NM 

31.7 

1,234 

41 

3.7 

Software  (11) 

19.2 

3.0 

3.4 

7.6 

28.2 

3.6 

NM 

24.1 

888 

8 

2.1 

Telecommunications  (24) 

13.1 

11.9 

7.8 

33.1 

10.1 

4.7 

-3.5 

10.2 

5,995 

214 

8.8 

Electric  utilities  (79) 

11 

11.9 

11.8 

6.9 

37.9 

18 

3.6 

6.4 

7 

-9.9 

8.3 

1,676 

147 

9.8 

Northeast  (23) 

11.4 

11.8 

7.1 

38.3 

5.1 

5.8 

-9.9 

8.5 

1,739 

170 

9.3 

North  central  (26) 

12.0 

11.7 

6.8 

37.1 

2.5 

6.8 

-9.3 

11.7 

1,376 

119 

9.9 

Southeast  (10) 

12.6 

13.3 

7.2 

36.6 

2.3 

7.1 

1.8 

8.7 

2,605 

242 

11.9 

South  central  (8) 

9.3 

11.3 

6.6 

39.8 

4.3 

8.7 

NM 

4.6 

2,760 

256 

9.2 

Western  (12) 

8.8 

11.1 

6.7 

38.2 

3.4 

5.5 

NM 

-4.5 

1,434 

119 

8.9 

Entertainment  &  Information  (46) 

12 

11.1 

12.1 

9.5 

27.4 

12 

6.3 

5.4 

16 

-30.4 

11.0 

1,479 

41 

5.1 

Broadcasting  &  cable  (10) 

def 

13.0 

9.2 

69.2 

12.1 

11.2 

NM 

18.8 

1,594 

76 

6.1 

Movies  (6) 

6.5 

9.2 

7.6 

34.0 

6.9 

8.2 

NM 

-14.2 

2,779 

26 

3.0 

Publishing  (25) 

11.0 

11.8 

9.6 

18.4 

4.0 

4.6 

-13.6 

12.5 

1,496 

42 

5.8 

Advertising  (5) 

17.4 

13.6 

14.5 

30.2 

12.2 

5.7 

NM 

12.9 

1,461 

18 

3.0 

Aerospace  i.  defense  (39) 

13 

10.9 

13.2 

8.8 

35.7 

19 

2.7 

-6.1 

13 

-25.1 

4.7 

1,711 

66 

3.5 

Capital  goods  (64) 

14 

10.8 

10.6 

8.9 

29.4 

9 

7.3 

3.8 

9 

-12.2 

4.4 

1,018 

34 

3.5 

Electrical  equipment  (17) 

16.7 

13.5 

9.5 

41.4 

6.2 

3.7 

0.8 

4.5 

1  061 

48 

4.2 

Heavy  equipment  (14) 

4.6 

6.5 

6.1 

38.7 

7.7 

7.3 

NM 

-4.1 

U89 

30 

1.9 

Other  industrial  equipment  (33) 

11.5 

10.3 

8.8 

26.6 

7.7 

3.2 

-12.9 

5.7 

848 

33 

3.6 

:orest  products  &  packaging  (34) 

15 

9.0 

5.4 

4.8 

40.1 

15 

5.5 

2.8 

14 

-25.9 

-19.4 

1,475 

27 

2.2 

raper  &  lumuer 

7  A 

R  A 

A  A 

4.4 

AO  9. 

O.O 

9  7 
£..1 

9R  Q 

A  9 

2,341 

9Q 
CO 

9  f) 

Packaging  (15) 

12.6 

5.3 

6.3 

39.9 

6.9 

3.4 

NM 

-22.4 

1,155 

26 

3.1 

rransport  (27) 

16 

8.5 

12.2 

7.2 

37.2 

14 

5.7 

4.9 

17 

NM 

37.7 

1,528 

41 

3.0 

rvanroaus 

1  R  0 

oD.D 

1  £ 
1 .0 

3 1 
j.  i 

7  Q 

n  p 

U-r 

3,144 

9RR 

7  7 

Trucking  &  shipping  (12) 

8.4 

11.7 

6.8 

37.9 

6.2 

9.4 

NM 

-5.8 

932 

22 

1.7 

Air  freight  (5) 

9.6 

10.9 

8.8 

52.2 

14.4 

4.9 

NM 

477.2 

1,528 

22 

2.1 

Energy  (82) 

17 

8.4 

10.2 

7.0 

39.4 

16 

5.3 

6.6 

17 

NM 

10.8 

1,617 

57 

3.6 

International  oils  (7) 

10.9 

13.1 

9.3 

18.5 

5.1 

-3.1 

NM 

23.9 

49,243 

2,059 

3.9 

Other  energy  (34) 

D.o 

R  0 

A  A 

/inn 

R  R 
0.0 

1  R 
1 .0 

INIVI 

/in  r 

1,629 

97 

1  R 
i  .0 

Oilfield  services  (6) 

5.7 

6.6 

7.1 

22.4 

7.8 

4.9 

NM 

62.3 

3,384 

44 

2.9 

Gas  producers  &  pi  pel  iners  (10) 

6.2 

11.9 

7.5 

42.2 

7.5 

15.3 

NM 

24  7 

1  989 

72 

5.1 

Gas  distributors  (15) 

10.8 

11.9 

8.0 

40.3 

2.5 

14.1 

-11.8 

10.8 

U30 

55 

5.0 

Integrated  gas  (10) 

8.5 

11.7 

6.7 

42.1 

5.0 

16.2 

-4.0 

25  1 

1,982 

73 

5.0 

:onsumer  durables  (74) 

18 

7.5 

11.2 

9.3 

33.5 

17 

4.3 

7.8 

17 

NM 

20.4 

1  340 

34 

2.7 

Automobiles  &  trucks  (9) 

1.3 

4.3 

3.3 

37.1 

-1.5 

8.6 

NM 

-41.3 

38^57 

122 

0.5 

Automotive  parts  (32) 

8.7 

13.0 

10.4 

32.6 

4.3 

5.9 

-14.8 

20.4 

1,172 

43 

3.7 

Appliances  (10) 

3.7 

7.9 

4.6 

44.3 

4.4 

2.5 

NM 

-24.5 

2,138 

14 

1.2 

Home  furnishings  (14) 

7.6 

9.7 

9.5 

25.9 

5.3 

9.8 

NM 

28.5 

1.238 

34 

4.4 

Recreation  equipment  (9) 

6.0 

12.6 

10.1 

22.7 

4.3 

16.5 

NM 

26.0 

789 

13 

2.5 

Petals  (40) 

19 

6.5 

2.5 

3.7 

34.4 

21 

-2.0 

5.8 

17 

NM 

-32.3 

1,167 

5 

1.1 

Steel  (24) 

6.4 

2.8 

3.4 

37.8 

-2.7 

8.6 

NM 

-58.2 

948 

4 

0.9 

Nonferrous  metals  (16) 

7.0 

2.3 

4.7 

31.8 

3.5 

-2.5 

NM 

-4.8 

1,939 

13 

1.9 

instruction  (46) 

20 

5.8 

6.2 

6.0 

40.0 

20 

2.2 

5.6 

15 

-28.3 

31.0 

657 

10 

1.3 

Commercial  builders  (13) 

6.2 

5.8 

5.3 

29.8 

7.1 

6.8 

-15.5 

35.5 

1,143 

9 

1.2 

Residential  builders  (10) 

10.2 

11.1 

7.0 

36.2 

2.1 

26.0 

-14.9 

48.3 

695 

40 

2.9 

Cement  &  gypsum  (10) 

6.5 

4.0 

3.8 

41.0 

2.1 

3.6 

NM 

-6.0 

750 

7 

2.1 

Other  materials  (13) 

def 

2.7 

5.8 

53.3 

-2.5 

-0.4 

NM 

40.4 

579 

5 

0.9 

r ravel  (21) 

21 

4.1 

5.4 

5.5 

60.8 

4 

11.1 

5.5 

17 

NM 

-19.1 

1,333 

11 

1.3 

Airlines  (9) 

def 

def 

0.8 

66.3 

13.6 

5.1 

NM 

D-D 

5,760 

-53 

def 

Hotels  &  gaming  (12) 

16.5 

11.7 

8.7 

53.4 

7.1 

5.5 

NM 

-0.2 

1,210 

79 

6.3 

Ml-industry  medians 

11.5 

11.7 

8.4 

33.1 

6.7 

5.1 

-19.8 

8.6 

1,311 

47 

3.9 

D-D:  Deficit  to  deficit.  D-P:  Deficit 

to  profit,  def:  Deficit.  NM:  f 

\lot  meanin 

jfut  For  further  explanation,  see 

page  105. 
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Who's  where 
in  this  issue 

The  alphabetic  summary  starting  below  shows  the 
relative  rankings  ot  each  of  our  1,335  industry  survey 
corporations.  Each  company  is  ranked  by  5-year 
earnings-per-share  growth,  5-year  stock  market 
performance  and  5-year  return  on  equity.  The  last 
column,  "Page,"  indicates  the  starting  page  ot  each 
company's  industry  report. 


RANK  RANK 


Earnings 

Stock 

Earnings 

Stock 

Company 

growth 

market 

Profitability 

Page 

Company 

; 

growth 

market 

Profitability 

Page 

AAR  Corp 

602 

1113 

879 

108 

Allstate 

162 

Abbott  Laboratories 

194 

250 

42 

158 

Alltel 

420 

281 

258 

118 

Abex 

106 

Alcoa 

655 

808 

891 

166 

Acme  Metals 

NM 

1098 

978 

166 

AM  International 

NM 

** 

108 

Actava  Group 

NM 

1168 

1051 

130 

AMC  Entertainment 

NM 

145 

1053 

142 

ACX  Technologies 

156 

Amdahl 

NM 

1167 

852 

118 

Adia  Services 

521 

973 

778 

108 

Amerada  Hess 

NM 

592 

805 

138 

Advanced  Micro 

NM 

298 

402 

118 

America  West  Airlines 

NM 

1174 

1185 

174 

ADVO 

NM 

82 

353 

142 

American  Bankers 

121 

366 

324 

162 

Aetna  Life  &  Cas 

644 

792 

871 

162 

American  Brands 

269 

904 

161 

152 

Aflac 

257 

237 

266 

162 

American  Building 

192 

807 

473 

108 

HF  Ahmanson 

520 

879 

784 

144 

Amer  Business  Prods 

286 

573 

363 

108 

Air  &  Water  Tech 

NM 

1097 

1123 

108 

American  Cyanamid 

369 

856 

387 

158 

Air  Express  Intl 

150 

239 

95 

172 

American  Electric 

468 

748 

548 

134 

Air  Prods  &  Chems 

NM 

335 

477 

114 

American  Express 

555 

844 

663 

144 

Airborne  Freight 

NM 

155 

779 

172 

American  General 

374 

425 

602 

162 

Airgas 

NM 

37 

376 

114 

American  Greetings 

111 

181 

509 

142 

Akzo 

587 

798 

787 

114 

American  Home  Prods 

408 

584 

7 

158 

Alaska  Air  Group 

NM 

1034 

1090 

174 

American  Intl  Group 

355 

241 

307 

162 

Albany  International 

667 

857 

841 

156 

American  Maize 

NM 

920 

898 

152 

Alberto-Culver 

377 

871 

336 

130 

American  Medical 

NM 

160 

875 

158 

Albertson's 

173 

221 

120 

148 

American  Natl  Ins 

263 

392 

792 

162 

Alcan  Aluminium 

NM 

971 

906 

166 

American  Oil  &  Gas 

NM 

339 

1078 

138 

Alco  Standard 

NM 

500 

707 

108 

American  President 

NM 

487 

791 

172 

Alex  Brown 

58 

251 

254 

144 

American  Re 

162 

Alexander  &  Alexander 

NM 

1038 

1064 

162 

American  Stores 

197 

680 

426 

148 

Alexander  &  Baldwin 

519 

1052 

168 

172 

American  Tel  &  Tel 

NM 

384 

380 

118 

Alleghany 

416 

280 

715 

162 

American  Water  Works 

421 

484 

720 

134 

Allegheny  Ludlum 

541 

302 

133 

166 

Ameritech 

450 

547 

364 

118 

Allegheny  Power 

466 

702 

559 

134 

Ameron 

569 

833 

860 

122 

Allen  Group 

NM 

114 

742 

126 

Ames  Dept  Stores 

168 

Allergan 

NM 

755 

694 

158 

Ametek 

435 

922 

197 

111 

Alliance  Pharmaceut 

985 

158 

Amgen 

17 

** 

158 

Alliant  Techsystems 

361 

1116 

106 

Amoco 

535 

645 

713 

138 

Allied  Group 

147 

87 

341 

162 

AMP 

NM 

741 

305 

118 

Allied  Products 

NM 

1057 

1166 

111 

Amphenol 

NM 

1109 

111 

AlliedSignal 

452 

288 

717    106,  126 

AMR 

NM 

764 

1066 

174 

Allmerica  Prop  &  Cas 

NM 

316 

601 

162 

Amsco  International 

93 

244 

158 

Earnings  growth:  5-year  annual  earnings-per-share  growth  Stock  market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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RANK 

RANK 

Company 

Earnings        Stock  : 

growth         market     Profitability  Page 

Company 

Earnings  Stock 

growth         market      Profitability  Page 

AmSouth  Bancorp 

387 

444 

457 

144 

Bausch  &  Lomb 

310 

243 

298 

158 

Amtran 

NM 

** 

953 

174 

Baxter  International 

NM 

734 

657 

158 

Anacomp 

21 

1107 

1046 

108 

BayBanks 

622 

917 

931 

144 

Analog  Devices 

589 

417 

958 

118 

Bear  Stearns  Cos 

105 

178 

152 

144 

Anchor  Bancorp 

ram 

Jt  1 

"30  1 

144 

Bearings 

rni 

obU 

y  £~  o 

111 
1  1  1 

Andrew 

156 

120 

585 

111 

Beckman  Instruments 

NM 

615 

489 

158 

Angelica 

NM 

839 

627 

158 

Becton  Dickinson 

425 

694 

396 

158 

Anheuser-Busch  Cos 

285 

581 

150 

152 

Bell  Atlantic 

NM 

515 

433 

118 

AnnTayior  Stores 

NM 

** 

168 

Bell  Industries 

NM 

816 

1032 

118 

Anthem  Electronics 

bo 

loo 

202 

118 

BellSouth 

462 

699 

551 

1 18 

Anthony  Inds 

549 

508 

701 

126 

AH  Belo 

312 

393 

648 

142 

Aon 

397 

440 

410 

162 

Bemis 

249 

401 

269 

156 

Apache 

98 

141 

703 

138 

Beneficial  Corp 

441 

488 

421 

144 

Apogee  Enterprises 

583 

888 

678 

122 

Bergen  Brunswig 

487 

803 

541 

158 

Apple  Computer 

DU  1 

vol 

118 

WK  Berkley 

475 

505 

a  in 
4/U 

Applied  Bioscience 

** 

950 

** 

158 

Berkshire  Hathaway 

335 

103 

783 

162 

Applied  Materials 

523 

36 

472 

118 

Best  Buy 

42 

19 

654 

168 

Applied  Power 

651 

1044 

998 

111 

Bethlehem  Steel 

NM 

1062 

1169 

166 

Arbor  Drugs 

NM 

174 

409 

168 

Betz  Laboratories 

191 

481 

123 

114 

Archer  Daniels 

Job 

492 

152 

Beverly  Enterprises 

NM 

437 

1  AC  C 
1030 

ICQ 

Argonaut  Group 

482 

322 

257 

162 

BIC 

399 

314 

338 

130 

Arkansas  Best 

NM 

** 

132 

172 

BigB 

NM 

436 

810 

168 

Arkla 

NM 

1148 

1018 

138 

Bindley  Western  Inds 

65 

525 

589 

158 

Armco 

NM 

1103 

1170 

166 

Biogen 

54 

158 

Armstrong  World  Inds 

~I ACi 

IZb 

Birmingham  Steel 

byj 

ceo 

-707 
iz  1 

1 

J.  DO 

Arrow  Electronics 

NM 

52 

756 

118 

Black  &  Decker 

NM 

994 

989 

126 

Arvin  Industries 

NM 

682 

908 

126 

Blair 

371 

914 

86 

168 

Asarco 

NM 

1068 

900 

166 

H&R  Block 

214 

182 

83 

108 

Ashland  Oil 

NM 

916 

816 

138 

Block  Drug 

292 

903 

408 

130 

ASK  Group 

NM 

918 

1096 

118 

Blockbuster 

23 

31 

63 

168 

Assoc  Natural  Gas 

20 

127 

842 

138 

Blount 

NM 

482 

904 

122 

AST  Research 

NM 

41 

598 

118 

Boatmen's  Bancshs 

233 

432 

549 

144 

Guy  F  Atkinson 

NM 

1101 

1091 

122 

Bob  Evans  Farms 

319 

421 

348 

148 

Atlanta  Gas  Light 

NM 

707 

672 

138 

Boeing 

76 

613 

218 

106 

Atlantic  Energy 

476 

"7C  O 

loZ 

o  /y 

HQ 

Boise  Cascade 

1 1  in 

1UD4 

1  KA 
1  Do 

Atlantic  Richfield 

NM 

721 

205 

138 

Borden 

NM 

1123 

890 

152 

Automatic  Data 

239 

172 

142 

108 

Borg-Warner  Security 

** 

** 

** 

108 

AutoZone 

14 

** 

54 

168 

Borland  Intl 

NM 

492 

1157 

118 

Avery  Dennison 

NM 

782 

813 

108 

Boston  Edison 

NM 

507 

757 

134 

Avnet 

431 

542 

828 

118 

Bowater 

NM 

lUo/ 

yso 

1  DO 

Avon  Products 

18 

219 

28 

130 

Bradlees 

** 

** 

** 

168 

Avondale  Industries 

NM 

1136 

1150 

106 

Briggs  &  Stratton 

96 

173 

315 

111 

Aztar 

NM 

1056 

930 

174 

Brinker  Intl 

88 

25 

272 

148 

J  Baker 

NM 

558 

417 

168 

Bristol-Myers  Squibb 

148 

733 

52 

158 

Baker  Hughes 

NM 

CIO 

on  Q 

oyy 

loo 

British  Petroleum 

OHO 

an? 

iOo 

Ball  Corp 

358 

957 

** 

156 

Broken  Hill 

NM 

404 

146 

166 

Bally  Manufacturing 

NM 

1149 

1136 

174 

Brooke  Group 

NM 

1171 

1190 

152 

Baltimore  G&E 

536 

823 

718 

134 

Brooklyn  Union  Gas 

NM 

539 

644 

138 

Banc  One 

231 

228 

283 

144 

Brown-Forman 

296 

735 

147 

152 

Bancorp  Hawaii 

281 

446 

274 

144 

Brown  Group 

631 

899 

912 

168 

Bandag 

347 

513 

48 

126 

Browning-Ferris  Inds 

NM 

1029 

652 

108 

Bank  of  Boston 

NM 

992 

1036 

144 

Bruno's 

NM 

976 

381 

148 

Bank  of  New  York 

NM 

647 

770 

144 

Brunswick 

NM 

902 

988 

126 

BankAmerica 

275 

258 

304 

144 

Burlington  Coat 

255 

80 

481 

168 

Bankers  Life  Holding 

162 

Burlington  Industries 

NM 

1181 

130 

Bankers  Trust  NY 

NM 

311 

287 

144 

Burlington  Northern 

340 

247 

687 

172 

BanPonce 

406 

514 

443 

144 

Burlington  Resources 

67 

709 

138 

Banta 

395 

350 

480 

142 

Butler  Manufacturing 

629 

617 

1022 

122 

CR  Bard 

NM 

891 

253 

158 

Buttrey  Food  &  Drug 

148 

Barnes  Group 

580 

993 

761 

126 

BWIP  Holding 

9 

22 

111 

Barnett  Banks 

586 

865 

775 

144 

Cabletron  Systems 

17 

7 

8 

118 

Baroid 

NM 

742 

928 

138 

Cablevision  Systems 

NM 

317 

1190 

142 

Bassett  Furniture  Ind 

NM 

566 

827 

126 

Cabot 

NM 

631 

649 

114 

Growth:  5-year  annual  earnings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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SPECIAL  ADVERTISING  SUPPLEMENT 
GREATER  PHOENIX 


Downtown  Phoenix  Skyline 

The  economic  pulse  of  the  Greater  Phoenix 
marketplace  is  beating  stronger  than  ever... 
One  exemplary  beginning  was  back  in 
1949  when  Motorola  set  up  shop  here,  with  5 
employees  in  a  small  local  lab.  Motorola  is  now 
the  state's  largest  private  employer,  with  over 
20,000  employees,  and  Greater  Phoenix  is  now 
a  world-class  megalopolis. 

Greater  Phoenix  has  had  a  positive  job  growth 
in  38  of  the  last  40  years,  was  the  fastest-growing 
metropolitan  area  during  the  1980s,  and  now 
boasts  a  strong  infrastructure,  one  of  the  most 
modern  in  the  world,  with  a  new  network  of 
freeways,  a  new  $400  million  airport  terminal, 
and  a  highly  advanced  fiber  optics  network,  to 
mention  a  few. 

Modern  infrastructure  is  but  one  of  the 
many  factors  that  has  contributed  to  the  unpar- 
alleled business  growth  experienced  by  the 
Greater  Phoenix  region.  Others  are  the  principal 
resources  of  work  force  and  accessibility. 
Greater  Phoenix  has  a  young,  well-educated, 
skilled  and  available 
labor  force  that  cunently 
exceeds  one  million.  The 
median  age  is  32,  with 
81.5  percent  high  school 
graduates,  and  22.1 
percent  holding  a  bache- 
lors degree  or  higher- 
products  of  Arizona  State 
University  and  Maricopa 
Community  College 
District,  the  country's 
second-largest  commu- 
nity college  system.  Moreover,  Arizona  is  a  con- 
stitutionally mandated  right-to-work  state  with 
only  3.7  percent  of  the  manufacturing  work 
force  unionized. 

For  the  second  consecutive  year,  "U.S.  News 
and  World  Report"  named  ASU's  College  of 
Engineering  one  of  the  top  five  up-and-coming 
engineering  programs  in  the  United  States. 
Seven  Centers  for  Engineering  Excellence  are 
distinguished  at  ASU:  Computer  Integrated 
Manufacturing  Systems,  Solid  State  Electronics, 
Telecommunications,  Advanced  Transportation 


Intel  Corporation- 
Chandler,  Arizona 


IRIDIUM  Network 
Motorola  Inc. 


Systems,  Energy  Research,  Computer  Science 
and  Aerospace. 

Phoenix  Sky  Harbor  International  Airport, 
the  nation's  seventh-busiest  airport,  is  served 
by  over  15  major  airlines  and  has  nonstop 
flights  to  nearly  every  major  U.S.  city  and 
Mexico  City,  with 
almost  no  weather- 
related  interruptions. 
Over  50  air  cargo 
firms  serve  Greater 
Phoenix. 

In  addition  to 
Motorola,  Honeywell, 
Intel,  McDonnell 
Douglas  Helicopter, 
Orbital  Sciences  and 
AlliedSignal  Aerospace 
are  representative  of 
the  many  high-tech  companies  in  Greater 
Phoenix.  More  than  55  percent  of  all  manufac- 
turing workers  are  employeed  in  high-tech 
firms,  compared  to  19  percent  nationally.  High- 
tech accounts  for  30  percent  of  Arizona's  Gross 
State  Product. 

The  hardware  components  for  IRIDIUM  are 
integrated  at  Motorola's  Satellite  Communications 
facility  in  Greater  Phoenix.  This  satellite-based, 
wireless  personal  communications  network  will 
revolutionize  worldwide  communications  in 
the  commercial,  rural  and  mobile  sectors  by  pro- 
viding portable,  universal  service. 

Intel  Corporation's  Greater  Phoenix  operation 
was  opened  in  1980,  and  today  employs  4300 
at  its  Chandler  facility.  This  location  houses  the 
Embedded  Control  and  Memory  Group,  Video 
Components  Division,  i960  Processor  Division, 
Intel  Connectivity  Division,  the  North  American 
Distribution  Center,  and  two  major  manufactur- 
ing facilities. 

Decade  after  decade,  Greater  Phoenix  has 
experienced  stronger  and  more  consistent 
economic  employment  and  population  growth 
than  any  other  metropolitan  area  in  the  nation. 
As  the  region  continues  its  rise  to  even  greater 
prominence,  businesses  located  in  Greater 
Phoenix  are  uniquely  positioned  for  success. 


For  higher  profits, 
send  your  business  our  way. 


Productivity  in  Greater  Phoenix  is  nearly  15% 
higher  than  the  national  average* That  kind  of 
economic  advantage  has  more  and  more  businesses 
moving  in  our  direction. 

Businesses  are  also  finding  a  highly  competitive 
operating  cost  environment,  as  Arizona's  state  and 
local  governments  work  hard  to  foster  a  fair  and 
reasonable  regulatory  and  tax  environment  for  new 
and  existing  industry.  In  Arizona  there  is  no  inventory 
tax,  no  franchise  tax,  no  municipal  income  tax, 
and  no  sales  tax  on  manufacturing  equipment.  Yet, 
businesses  and  citizens  in  Greater  Phoenix  receive 


superior  municipal  services  from  metropolitan  city 
governments  —  Scottsdale,  recognized  as  the  Most 
Livable  City,  by  the  U.S.  Conference  of  Mayors,  and 
Phoenix,  recognized  as  one  of  the  Best-Managed  Cities 
in  the  World  by  the  Bertelsmann  Foundation. 

To  keep  your  profits  moving  up,  move  your  business 
in  our  direction.  For  more  information,  call  the  Greater 
Phoenix  Economic  Council  at  1 -800-42 1-GPEC. 


Greater  Phoenix 


ECONOMIC  COUNCIL 


A 


We'll  point  your  business  in  the  right  direction. 


Phoenix  *  Mesa  a  Glendale  a  Tempe  i  Scottsdale  i  Chandler  4  Peoria  i  Gilbert 
Fountain  Hills  i  Surprise  *  Goodyear  »  Buckeye  a  Litchfield  Park  *  Maricopa  County  Government 

•Grant  Thornton  Study 
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Cadence  Design 

62 

946 

211 

118 

Citizens  Utilities 

354 

627 

296 

118 

Caesars  World 

NM 

655 

156 

174 

Clark  Equipment 

NM 

554 

1069 

111 

Caldor 

3 

** 

** 

168 

Clayton  Homes 

134 

45 

195 

122 

California  Federal 

NM 

1179 

1105 

144 

Clorox 

NM 

475 

329 

130 

CalMat 

NM 

1096 

853 

122 

CML  Group 

NM 

11 

58 

168 

Campbell  Soup 

NM 

201 

309 

152 

CMS  Energy 

NM 

931 

1140 

134 

Capital  Cities/ABC 

400 

478 

517 

142 

CNA  Financial 

NM 

766 

929 

162 

Capital  Holding 

309 

283 

300 

162 

Coachmen  Industries 

NM 

598 

1072 

126 

Cardinal  Distribution 

165 

48 

394 

158 

Coast  Savings  Finl 

NM 

979 

974 

144 

Caremark  Intl 

** 

** 

** 

158 

Coastal  Corp 

NM 

795 

957 

138 

Carl  Karcher 

NM 

1046 

723 

148 

Coca-Cola 

169 

96 

21 

152 

Carlisle  Cos 

351 

545 

800 

122 

Coca-Cola  Bottling 

NM 

664 

1042 

152 

Carnival  Cruise  Lines 

NM 

178 

188 

174 

Coca-Cola  Enterprises 

NM 

978 

1029 

152 

Carolina  Freight 

NM 

1122 

1041 

172 

Coleman 

126 

Carolina  Power  &  Lt 

321 

602 

500 

134 

Colgate-Palmolive 

129 

231 

282 

130 

Carpenter  Technology 

NM 

809 

777 

166 

Collagen 

331 

158 

Carr-Gottstein  Foods 

** 

** 

148 

Coltec  Industries 

575 

1190 

106 

Carter  Hawley  Hale 

** 

** 

** 

168 

Columbia  Gas  System 

494 

1071 

1093 

138 

Carter-Wallace 

436 

496 

475 

130 

Columbia  Healthcare 

9 

398 

158 

Casey's  General  Store 

315 

596 

510 

148 

Comcast 

NM 

124 

1186 

142 

AM  Castle  &  Co 

618 

892 

877 

166 

Comdisco 

NM 

958 

710 

108 

Caterpillar 

NM 

704 

1043 

111 

Comerica 

180 

489 

** 

144 

CBI  Industries 

54 

457 

768 

122 

Commerce  Bcshs 

270 

369 

460 

144 

CBS 

623 

453 

303 

142 

Commerce  Clearing 

NM 

1085 

737 

142 

CCP  Insurance 

** 

** 

162 

Commercial  Federal 

NM 

195 

817 

144 

CDI 

632 

907 

866 

108 

Commercial  Intertech 

NM 

854 

762 

111 

Cell  Genesys 

** 

** 

** 

158 

Commercial  Metals 

529 

535 

754 

166 

Centerior  Energy 

513 

928 

818 

134 

Commonwealth  Ed 

634 

1017 

932 

134 

Centex 

276 

211 

690 

122 

Commonwealth  Energy 

NM 

688 

716 

134 

Ppntnrnr 

467 

158 

Compaq  Computer 

NM 

267 

174 

118 

Central  &  So  West 

449 

428 

488 

134 

CompUSA 

NM 

** 

1182 

168 

Central  Hudson  G&E 

NM 

731 

619 

134 

Computer  Associates 

29 

192 

148 

118 

Central  Maine  Power 

NM 

989 

612 

134 

Computer  Sciences 

302 

341 

459 

108 

Central  Newspapers 

485 

878 

667 

142 

Computervision 

118 

Central  Steel  &  Wire 

662 

910 

854 

166 

Comsat 

NM 

276 

830 

118 

Cephalon 

** 

** 

** 

158 

ConAgra 

256 

310 

243 

152 

Ceridian  Corp 

NM 

959 

971 

108 

Conner  Peripherals 

43 

575 

92 

118 

Champion  Intl 

NM 

951 

948 

156 

Conrail 

271 

105 

940 

172 

Charming  Shoppes 

259 

435 

251 

168 

Conseco 

31 

3 

15 

162 

Charter  Medical 

** 

158 

Consolidated  Edison 

459 

727 

536 

134 

Chase  Manhattan 

NM 

866 

933 

144 

Consol  Freightways 

NM 

1086 

1071 

172 

Chemed 

NM 

935 

294 

108 

Consol  Natural  Gas 

467 

850 

702 

138 

Chemical  Banking 

NM 

815 

911 

144 

Consolidated  Papers 

565 

770 

521 

156 

Chesapeake 

625 

827 

834 

156 

Consolidated  Stores 

NM 

135 

590 

168 

Chevron 

NM 

364 

637 

138 

Continental  Airlines 

** 

174 

Chicago  &  N  Western 

** 

** 

** 

172 

Continental  Bank 

NM 

849 

849 

144 

Chiquita  Brands  Intl 

NM 

1082 

986 

152 

Continental  Can 

279 

422 

260 

156 

Chiron 

38 

** 

158 

Continental  Corp 

NM 

980 

1003 

162 

Chrysler 

659 

315 

980 

126 

Continental  Medical 

122 

565 

547 

158 

Chubb 

252 

203 

284 

162 

Control  Data  Systems 

NM 

** 

1171 

118 

unurcn  &  uwignt 

'JOE 

130 

Cooper  Industries 

306 

390 

586 

111 

Cigna 

512 

719 

832 

162 

Cooper  Tire  &  Rubber 

99 

109 

143 

126 

CILcorp 

NM 

847 

614 

134 

Adolph  Coors 

NM 

** 

152 

Cincinnati  Bell 

571 

962 

681 

118 

COR  Therapeutics 

** 

** 

** 

158 

Cincinnati  Financial 

313 

158 

471 

162 

CoreStates  Financial 

NM 

713 

377 

144 

Cincinnati  G&E 

NM 

608 

430 

134 

Corning 

404 

599 

356 

118,  158 

Cincinnati  Milacron 

NM 

948 

1102 

111 

Countrywide  Credit 

45 

29 

240 

144 

Cintas 

183 

216 

209 

108 

Coventry 

59 

** 

1144 

158 

Cipsco 

NM 

739 

592 

134 

CPC  International 

415 

443 

122 

152 

Circuit  City  Stores 

293 

152 

137 

168 

CPI 

NM 

1001 

226 

168 

Circus  Circus 

146 

118 

17 

174 

Cracker  Barrel 

61 

16 

227 

148 

Cisco  Systems 

2 

10 

4 

118 

Crane 

NM 

477 

382 

111 

Citicorp 

NM 

723 

1011 

144 

Crawford  &  Co 

139 

289 

105 

162 

Growth:  5-year  annual  earnings-per-share  growth  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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Cray  Research 

MM 
NM 

1  1  07 

1 lo/ 

621 

118 

Dun  &  Bradstreet 

437 

814 

—~ 
109 

142 

Crestar  Financial 

0 1 0 

C7/1 
0/4 

*7  a  c 

/4b 

144 

Duracell  Intl 

1 

** 

CCA 

bb4 

130 

Crompton  &  Knowles 

DC 

OO 

C  1 

71 

114 

Dynatech 

NM 

742 

676 

118 

Crown  Central  Pet 

NM 

1078 

987 

138 

E-Systems 

283 

619 

344 

106 

Crown  Cork  &  Seal 

265 

225 

437 

156 

Eagle  Food  Centers 

57 

1159 

540 

148 

t#K99 

M  M 
NM 

1  nog 

lUoo 

1050 

108 

Eagle-Picher  Inds 

NM 

1 187 

1 190 

111 

Crystal  Brands 

MM 
IN  (VI 

1  1  QO 

1  100 

130 

Eastern  Enterprises 

497 

B4^ 

ICC 
/3D 

1  QQ 

loo 

PC  V 

MM 
IN  IV! 

01/1 
C  14 

ale 

172 

Eastman  Kodak 

NM 

7  1  C 

/lb 

CO? 

byj 

i  on 
I JU 

CUC  International 

33 

21 

991 

168 

Eaton 

550 

430 

563 

126 

Culbro 

654 

1134 

992 

152 

Echlin 

353 

382 

721 

126 

Cummins  Engine 

MM 
NM 

CQ  1 

oy  i 

iuy<s 

126 

Eckerd 

NM 

** 

** 

1  CO 

loo 

Curtice  Burns  Foods 

MM 
INIVI 

1U  j  1 

1U/U 

152 

Ecolab 

NM 

bul 

1  ACC 

lUoO 

1  AO 

lUo 

Cyprus  Amax  Minerals 

MM 
INIVI 

OO  / 

i  a>i  /i 
1U44 

1  cc 

Ibb 

Edison  Bros  Stores 

07Q 
Hi 

■370 
5  1  <L 

1  OA 

lo4 

1  CO 

loo 

Daimler-Benz 

126 

AG  Edwards 

91 

142 

162 

144 

Dairy  Mart 

NM 

1045 

935 

148 

EG&G 

326 

801 

158 

111 

Dana 

ccq 

OOO 

1  1C 

lib 

Egghead 

MM 

NM 

1  non 
IUoU 

sob 

1  CQ 

loo 

Danaher 

MM 
INIVI 

cUU 

o  cn 

1 

lib 

El  Paso  Electric 

NM 

I  1  T3 

I I  /o 

1  1  C  1 

lo4 

Dart  Group 

004 

OAQ 

y4y 

yoo 

ICO 

Ibis 

El  Paso  Natural  Gas 

** 

1  OQ 

loo 

Data  General 

NM 

1115 

1108 

118 

ElectroCom  Automation 

211 

** 

14 

108 

Dayton  Hudson 

262 

434 

332 

168 

Eljer  Industries 

NM 

1150 

1159 

122 

Dean  Foods 

7AA 

/uu 

z/y 

1  CO 

Emerson  Electric 

034 

A  OC 

4co 

1  Qvl 

iy4 

111 
111 

Dean  Witter  Discover 

** 

AAA 

Emerson  Radio 

MM 
N  (VI 

1  1  QC 

1  loo 

1  1  Q7 
1  lo/ 

1  OC 
l£0 

Deere  &  Co 

M  M 

coo 

8/4 

111 

Engelhard 

MM 

NM 

1  oo 
lco 

HA  7 
/4/ 

1  CC 

loo 

Delchamps 

NM 

875 

620 

148 

Enron 

127 

112 

532 

138 

Dell  Computer 

36 

101 

67 

118 

Enserch 

NM 

927 

1019 

138 

Delmarva  Power  &  Lt 

M  M 

OU4 

C  C  O 

boo 

134 

Entergy 

NM 

occ 

i£DD 

TO  1 

/ol 

1  Q  A 

lo4 

Delta  Air  Lines 

MM 

con 
OcU 

1  104 

1  7/1 

Equifax 

/tin 

4  1U 

A70 
4  /O 

O  1  c 
£  lO 

i  no 

i  Uo 

Delta  woooside  mas 

Kl  M 

NM 

yuy 

OQK 

ooO 

Equitable  Cos 

** 

** 

1  CO 

Deluxe 

365 

693 

88 

108 

Equitable  of  Iowa 

140 

35 

524 

162 

Detroit  Diesel 

** 

** 

** 

126 

Equitable  Resources 

278 

529 

617 

138 

Detroit  Edison 

O  IZ.  A 

A  C  1 

401 

c/U 

lo4 

bKLY  Industries 

MM 

NM 

111/ 

1 1 14 

1  1  QQ 

1  loo 

1  CO 

10c 

Dexter 

INIVI 

on  o 

oyo 

HCA 
/04 

11/1 

1 14 

bbLU  electronics 

MM 

NM 

oco 
zoo 

i  nco 
lUb^ 

1  AC 

lUc 

Diagnostic  Products 

nor 

yoo 

** 

1  CQ 

10O 

Ltnyi 

114 
1 14 

Dial 

NM 

130 

Excel Inds 

559 

622 

795 

126 

Diamond  Shamrock 

NM 

548 

587 

138 

Exxon 

422 

660 

414 

138 

Dibrell  Brothers 

Q*7 

lb  j> 

£}/1 
04 

1  CO 

Fabri-Centers  of  Amer 

MM 
IN  IV1 

004 

COC 
OcD 

1  Cfi 
lOO 

Diebold 

hi  RA 

17c 
£/D 

/oy 

i  no 
lUo 

Fairchild 

MM 
NM 

11  AO 
1 14Z 

1  1  OC 
1  IcO 

1  AC 
1UO 

Digital  Equipment 

NM 

1  ice 

I  1  1  o 

I I  lo 

1 1  o 
1  lo 

Family  Dollar  Stores 

11C 

1 10 

007 

1  CC 
lOO 

1  CQ 
lOO 

Dillard  Dept  Stores 

176 

170 

330 

168 

F&M  Distributors 

168 

Dime  Savings  Bank  FSB 

NM 

1108 

1147 

144 

Fay's 

350 

1043 

412 

168 

Walt  Disney 

413 

253 

230 

1  ^  O    1  7/1 

14Z,  1/4 

Federal  Express 

MM 
NM 

/  ZU 

Q7C 

y  /o 

1  70 
1  /c 

Dixie  Yarns 

636 

1118 

1040 

i  on 

Federal  Home  Loan  Mtg 

OQQ 

oqa 
zyu 

i  nc 
1UO 

1  AA 
144 

Dole 

489 

954 

595 

1C1 

Federal-Mogul 

M  M 

NM 

OOO 

i  nm 

J  UU  1 

1  OC 
IcO 

Dollar  General 

56 

33 

322 

168 

Federal  Natl  Mortgage 

72 

75 

61 

144 

Dominion  Resources 

464 

562 

553 

134 

Federal  Paper  Board 

507 

868 

355 

156 

Donaldson 

219 

149 

319 

111 
111 

Federal  Signal 

1  CI 

101 

CO 

oy 

1  7*3 
I/O 

111 
111 

RR  Donnelley  &  Sons 

457 

560 

4U/ 

1  A  O 

14^ 

Federated  Dept  Stores 

** 

1  Cfi 
1  DO 

Doskocil  Cos 

1  CO 

Ferro 

MM 
NM 

OQ  1 

^y  i 

71  1 
/ll 

114 
1 14 

Douglas  &  Lomason 

NM 

C77 

7/1 Q 

1  OC 
IcO 

PUP  IntornatiAnal 
mr  1  iHcII  Id  LlUfld  1 

oca 

77 

1 Q1 

17  1 

1  jo 

Dover 

418 

J04 

111 
111 

Fieldcrest  Cannon 

MM 
NIVI 

773 
/  /  O 

yyo 

1  OC 

Dow  Chemical 

646 

955 

432 

114 

Fifth  Third  Bancorp 

232 

223 

265 

144 

Dow  Jones 

bUo 

QOS 
Oco 

C30 

1  AO 

^'laa'to  Intl 

riggie  inn 

543 

1135 

669 

108 

DPL 

432 

499 

467 

134 

Filene's  Basement 

12 

26 

168 

DQE 

334 

469 

565 

134 

Fina 

648 

926 

858 

138 

Dr  Pepper/Seven-Up 

NM 

1190 

152 

Fingerhut  Cos 

** 

122 

** 

168 

Dravo 

NM 

1079 

1034 

122 

First  American  Corp 

NM 

769 

975 

144 

Dress  Barn 

NM 

1024 

280 

168 

First  American  Finl 

NM 

248 

545 

162 

Dresser  Industries 

NM 

675 

790 

138 

First  Bank  System 

NM 

692 

837 

144 

Dreyer's  Grand 

79 

240 

217 

152 

First  Brands 

501 

423 

103 

130 

Drug  Emporium 

NM 

1100 

962 

168 

First  Chicago 

NM 

639 

915 

144 

DSC  Communications 

NM 

20 

1083 

118 

First  Colony 

157 

360 

162 

El  du  Pont  de  Nemours 

544 

556 

671 

114, 138 

First  Data 

141 

125 

108 

Duke  Power 

447 

452 

508 

134 

First  Empire  State 

138 

217 

374 

144 

Growth:  5-year  annual  earnings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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Company 

growth 
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Page 

First  Fidelity  Bncp 

37 

621 

680 

144 

Georgia  Gulf 

637 

398 

177 

114 

First  Financial  Mgmt 

NM 

138 

661 

108 

Georgia-Pacific 

NM 

391 

864 

156 

First  Interstate  Bncp 

NM 

746 

970 

144 

Gerber  Products 

52 

419 

73 

152 

First  Mississippi 

NM 

1087 

1061 

114 

Getty  Petroleum 

NM 

1007 

1049 

168 

First  of  America  Bank 

NM 

472 

442 

144 

Giant  Food 

NM 

953 

245 

148 

First  Security 

196 

262 

572 

144 

Gibson  Greetings 

573 

963 

499 

130 

First  Tennessee  Natl 

206 

285 

392 

144 

Giddings  &  Lewis 

86 

147 

441 

111 

First  Union 

407 

455 

464 

144 

Gilead  Sciences 

** 

+  * 

** 

158 

Firstar 

438 

256 

248 

144 

Gillette 

166 

100 

31 

130 

FirstFed  Michigan 

MM 

Vi IVI 

888 

144 

vjiiaiiu  vjmuu[j 

NM 

M  IVI 

1  1  7R 

1 178 

130 

Fisher  Scientific 

** 

** 

** 

108 

PH  Glatfelter 

NM 

940 

221 

156 

Flagstar  Cos 

** 

1151 

1177 

148 

Glaxo  Holdings 

209 

372 

66 

158 

Fleet  Finl  Group 

576 

822 

835 

144 

Glendale  Federal  Bank 

** 

#* 

** 

144 

Fleetwood  Enterprises 

NM 

494 

631 

126 

Golden  West  Finl 

222 

232 

242 

144 

r  icmiriK  v*uo 

375 

1018 

639 

148 

Good  Guys 

NM 

198 

520 

168 

Florida  Progress 

479 

665 

575 

134 

BF  Goodrich 

NM 

1010 

964 

114 

Florida  Rock  Inds 

666 

941 

845 

122 

Goody's  Family 

** 

+  * 

** 

168 

Flowers  Industries 

NM 

944 

371 

152 

Goodyear 

626 

570 

829 

126 

Fluor 

136 

456 

490 

122 

Goulds  Pumps 

NM 

747 

605 

111 

r  iviv- 

NM 

672 

34 

1 14 

WR  Grarp 

NM 

662 

847 

114 

Food  Lion 

170 

1015 

77 

148 

WW  Grainger 

318 

337 

302 

111 

Foodarama  Supermkts 

650 

1128 

979 

148 

Granite  Construction 

554 

970 

659 

122 

Foodmaker 

** 

** 

** 

148 

Great  A&P  Tea 

NM 

1095 

926 

148 

Ford  Motor 

NM 

811 

1010 

126 

Great  Lakes  Chemical 

103 

58 

119 

114 

rUftrlllUol  MA  U  Ul  MIIICI 

NM 

974 

769 

162 

Gt  Wpctprn  Finanrial 

614 

812 

836 

144 

Forest  City  Enterprises 

230 

933 

952 

122 

Greif  Brothers 

NM 

943 

728 

156 

Foster  Wheeler 

258 

252 

796 

122 

Grey  Advertising 

NM 

612 

625 

142 

Foundation  Health 

71 

133 

196 

158 

Grossman's 

607 

1121 

945 

168 

FPL  Group 

533 

823 

869 

134 

Grow  Group 

NM 

781 

782 

114 

r  reeport- Mc  ivloKan 

bib 

1  o 
IB 

1  cc 
lob 

Grumman 

hi  ft  a 
NM 

O  0"7 

JO/ 

1 A  O 

I'M 

lUb 

Fremont  General 

60 

184 

366 

162 

GTE 

451 

544 

354 

118 

Fruehauf  Trailer 

** 

** 

** 

126 

Gtech  Holdings 

** 

** 

20 

108 

Fruit  of  the  Loom 

106 

42 

100 

130 

Guilford  Mills 

NM 

886 

684 

130 

HB  Fuller 

325 

441 

482 

114 

Gulf  States  Utils 

NM 

246 

1012 

134 

VJdl  U  ICll 

NM 

641 

210 

142 

Hddson 

NM 

rem 

1  1  R9 

1164 

138 

Gap 

81 

93 

35 

168 

Halliburton 

NM 

775 

1008 

138 

GATX 

NM 

754 

522 

144 

Handleman 

NM 

998 

308 

142 

Gaylord  Container 

** 

** 

** 

156 

Handy  &  Harman 

210 

1054 

1025 

166 

Gaylord  Entertainment 

657 

486 

142 

MA  Hanna 

619 

538 

709 

114 

Geico 

AA*) 

O  I  z> 

203 

162 

Hannaford  Bros 

.cOU 

GenCorp 

665 

1000 

331 

106 

Hanover  Direct 

NM 

1047 

1174 

168 

Genentech 

** 

154 

** 

158 

Hanson 

NM 

657 

323 

122 

General  Cable 

** 

** 

** 

111 

Harcourt  General 

NM 

603 

786 

142 

General  Dynamics 

145 

442 

155 

106 

John  H  Harland 

439 

890 

190 

108 

ripnprai  Flprfrir 

UCMCIal  L.ICLUIL 

187 

313 

169    106,  111 

Uarlpw  OawiiHc*\n 

ndritry  Udviubun 

39R 

97 

C  1 

1  ?fi 

1  CO 

General  Host 

NM 

1060 

967 

168 

Harleysville  Group 

327 

274 

424 

162 

Genera!  Instrument 

** 

** 

** 

118 

Harman  International 

595 

681 

937 

126 

General  Mills 

295 

255 

24 

152 

Harnischfeger  Inds 

92 

755 

618 

111 

General  Motors 

NM 

780 

1107 

126 

Harper  Group 

530 

691 

641 

172 

General  Motors  EDS 

218 

233 

91 

108 

Harris  Corp 

NM 

517 

809 

118 

GM  Hughes  Electronics 

NM 

644 

1006 

106 

Harsco 

128 

646 

345 

106 

General  Nutrition  Cos 

1190 

168 

Hartford  Steam  Boiler 

NM 

785 

1  QO 

Vii 

lbc 

General  Public  Utils 

NM 

583 

580 

134 

Hartmarx 

NM 

1161 

1168 

130 

General  Re 

341 

371 

250 

162 

Hasbro 

131 

117 

496 

130 

General  Signal 

584 

607 

920 

111 

Hawaiian  Electric 

NM  . 

831 

901 

134 

Genesco 

NM 

768 

814 

168 

Hayes  Wheels  Intl 

-  '  y*#  ~" 

** 

1028 

126 

Genetics  Institute 

+  * 

202 

** 

158 

HCA  Hospital  Corp 

** 

** 

158 

Geneva  Steel 

NM 

698 

753 

166 

Health  Care  &  Retire 

** 

** 

** 

158 

Genlyte  Group 

NM 

1141 

889 

111 

HealthSouth  Rehab 

77 

191 

523 

158 

Genovese  Drug  Stores 

272 

659 

367 

168 

HealthTrust 

** 

** 

** 

158 

Gensia 

84 

158 

Hechinger 

NM 

1105 

961 

168 

Genuine  Parts 

362 

549 

179 

126 

Heilig-Meyers 

243 

32 

515 

168 

Genzyme 

104 

** 

158 

KJ  Heinz 

338 

563 

107 

152 

Growth:  5-year  annual  earnings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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RANK 

RANK 

Earnings 

Stock 

Earnings 

Stock 

Company 

growth 

market 

Profitability 

Page 

Company 

growth 

market 

Profitability 

Page 

Helene  Curtis  Inds 

NM 

742 

624 

130 

1  ntprf  ac  p 
1 II  LCI  loL  c 

532 

965 

712 

108 

Hercu  les 

NM 

270 

916 

114 

1 1  Hcigidpi  1 

638 

1130 

804 

118 

Hershey  Foods 

348 

348 

247 

152 

1 1  He!  la  kg 

NM 

1169 

1015 

111 

Hewlett-Packard 

414 

701 

452 

118 

Intermet 

NM 

952 

966 

166 

Hexcel 

NM 

1170 

1063 

106 

IBM 

NM 

1139 

1052 

118 

Hibernia 

NM 

1144 

1110 

144 

Intl  Flaunrc  fL  Fracrc 

304 

297 

229 

114 

Hillenbrand  Inds 

251 

194 

181 

158 

Intl  Mulrifnnrk 

1 1 1 11  IVI  U  1 11 1  UUU3 

361 

817 

594 

152 

Hillhaven 

** 

372 

993 

158 

International  Paper 

613 

686 

773 

156 

Hills  Dept  Stores 

229 

293 

1189 

168 

Intl  Specialty  Prods 

** 

114 

Hilton  Hotels 

502 

1016 

606 

174 

Intl  Technology 

NM 

1065 

1024 

108 

Holly  Corp 

624 

852 

13 

138 

Infprnnhlir  firm  in 

224 

208 

189 

142 

Holnam 

NM 

372 

1099 

122 

Intpr^tatp  Rakpripc 

1 1 1  LCI  9  la  LC  Uancl  ICS 

NM 

1190 

152 

Home  Depot 

51 

13 

104 

168 

InterTAN 

1 1  ilci  i  mi 

NM 

1175 

1152 

168 

Home  Shopping 

NM 

143 

844 

168 

Iowa-Illinois  G&E 

492 

805 

623 

134 

Homestake  Mining 

NM 

569 

1154 

166 

Ipalco  Enterprises 

NM 

618 

494 

134 

HON  Industries 

267 

148 

97 

108 

Itel 

NM 

620 

1094 

118 

Honda  Motor 

585 

1031 

880 

126 

ITT 

NM 

439 

884 

162 

Honeywell 

477 

329 

185 

111 

IVAX 

NM 

39 

767 

158 

Hook-SupeRx 

NM 

102 

168 

Jacobs  Engineering 

87 

78 

149 

122 

Horace  Mann  Educators 

153 

162 

Jacobson  Stores 

630 

1094 

863 

168 

Hormel  Foods 

217 

372 

306 

152 

James  River  Corp  Va 

NM 

1089 

1017 

130 

Host  Marriott 

174 

Jamesway 

NM 

1180 

1143 

168 

Houghton  Mifflin 

473 

730 

673 

142 

Jefferson-Pilot 

227 

242 

566 

162 

House  of  Fabrics 

NM 

1040 

697 

168 

Jenny  Craig 

403 

1190 

168 

Household  Intl 

551 

799 

431 

144 

John  Alden  Financial 

5 

162 

Houston  Industries 

493 

528 

691 

134 

Johnson  &  Johnson 

212 

352 

75    130,  158 

Hovnanian  Enterprises 

NM 

388 

924 

122 

Johnson  Controls 

NM 

649 

736 

126 

Howeil 

NM 

711 

1023 

138 

Jones  Apparel  Group 

NM 

5 

130 

Hubbell 

342 

466 

231 

111 

Jostens 

NM 

936 

361 

168 

Hudson  Foods 

NM 

838 

799 

152 

Justin  Industries 

46 

68 

444 

130 

Huffy 

199 

362 

411 

126 

Kaman 

NM 

1073 

752 

106 

Hughes  Supply 

647 

883 

990 

122 

Kansas  City  P&L 

463 

667 

622 

134 

Humana 

NM 

1013 

158 

Kansas  City  Southern 

359 

43 

683 

172 

JB  Hunt  Transport 

383 

678 

276 

172 

Kaufman  &  Broad  Home 

582 

587 

395 

122 

Huntington  Bcshs 

248 

254 

379 

144 

Kellogg 

274 

424 

62 

152 

IBP 

NM 

561 

789 

152 

Kellwood 

503 

416 

691 

130 

ICF  Kaiser  Intl 

NM 

1112 

1005 

108 

Kelly  Services 

505 

813 

263 

108 

ICH 

NM 

900 

1115 

162 

Kemper 

NM 

589 

944 

162 

ICOS 

158 

Kennametal 

553 

762 

750 

111 

IES  Industries 

NM 

737 

527 

134 

Kerr-McGee 

NM 

767 

918 

138 

IGI 

** 

796 

** 

158 

KeyCorp 

223 

205 

328 

144 

Illinois  Central 

** 

86 

** 

172 

Keystone  Intl 

389 

486 

297 

111 

1 1 1  innis  Pnwpr 

Minium  ■  unci 

NM 

874 

1026 

134 

Kimball  International 

NM 

380 

550 

126 

Illinois  Tool  Works 

308 

306 

255 

111 

Kimberly-Clark 

409 

459 

222 

130 

IMC  Fertilizer  Group 

NM 

1014 

977 

114 

Kinder-Care  Learning 

158 

Imcera  Group 

NM 

183 

950 

158 

King  World  Prods 

290 

245 

19 

142 

Immucor 

292 

** 

158 

Kmart 

NM 

765 

447 

168 

Emn  InHiiQtrip^ 

IIIIU  IIIUU3U 

NM 

1157 

1047 

111 

KN  Energy 

NM 

269 

839 

138 

Imnprial  Phpmira!  InHQ 

** 

114 

Knight-Ridder 

NM 

818 

313 

142 

Imperial  Holly 

NM 

806 

826 

152 

Kohl's 

NM 

** 

168 

Inacom 

NM 

503 

461 

168 

Kroger 

NM 

332 

1190 

148 

Inco 

NM 

984 

141 

166 

KU  Energy 

440 

577 

399 

134 

Independent  Insurance 

NM 

996 

927 

162 

LA  Gear 

NM 

906 

1057 

130 

Indresco 

NM 

1058 

111 

La-Z-Boy  Chair 

NM 

445 

596 

126 

ingersoll-Rand 

NM 

286 

665 

111 

Laclede  Gas 

NM 

614 

609 

138 

Ingles  Markets 

564 

880 

801 

148 

LADD  Furniture 

NM 

1074 

981 

126 

Inland  Steel  Inds 

NM 

1026 

1124 

166 

Lafarge 

NM 

819 

1009 

122 

Instrument  Systems 

195 

15 

347 

130 

Lancaster  Colony 

153 

72 

175 

152 

Integra  Financial 

NM 

347 

503 

144 

Lance 

NM 

912 

252 

152 

Intel 

104 

60 

145 

118 

Lands'  End 

NM 

609 

99 

168 

Intelligent  Electron 

NM 

24 

201 

168 

Landstar  System 

** 

** 

172 

Inter-Regional  Finl 

NM 

171 

259 

144 

Lawyers  Title 

** 

** 

162 

Interco 

** 

** 

126 

LDDS  Communications 

NM 

8 

118 

Growth:  5-year  annual  earnings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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WHO  S  WHERE  IN  THIS  ISSUE 


RANK  RANK 


Earnings 

Stock 

Earnings 

Stock 

Company 

growth 

market 

Profitability 

Page 

Company 

growth 

market 

Profitability 

Page 

Legent 

MM 

OD  1 

256 

118 

MrDfinalri'c 

'"iLL/ijiiaiu  ^ 

264 

259 

192 

148 

1  aaaaH  0  Piatt 

Leggeii  o*  riaii 

/ 

383 

126 

MrDonnpll  DnudaQ 

124 

674 

533 

106 

Lennar 

NM 

115 

759 

122 

McGraw-Hill 

NM 

863 

358 

142 

Leucadia  National 

30 

47 

74 

162 

MCI  Communications 

55 

301 

90 

118 

Levitz  Furniture 

NM 

** 

1190 

168 

McKesson 

NM 

449 

674 

158 

Lia&c  energy 

JO 

527 

570 

134 

MCN 

498 

415 

435 

138 

Liberty  Corp 

282 

708 

604 

162 

MDC  Holdings 

lilww  I  lulUll  Igo 

NM 

358 

1132 

122 

1  ifo  Tn/~ti r\n \na ioc 
LIIC  1  tr^I  INUIUglcD 

** 

884 

158 

Mead 

663 

894 

883 

156 

Eli  Lilly 

329 

717 

111 

158 

Media  General 

NM 

1039 

1027 

142 

Limited 

200 

534 

80 

168 

Medical  Care  America 

160 

344 

502 

158 

NM 

1072 

1045 

111 

Medlmmune 

** 

** 

** 

158 

1  inr  aI  n  M  at  inn  A  i 
LIIlUUI'i  iMdllUIIdl 

349 

378 

675 

162 

Medtronic 

186 

91 

127 

158 

1  ittnn  InHiictriPQ 

L  1  L  UJI  1  1 1 IU  U3  Ll  IC3 

NM 

406 

555 

106 

Mellon  Bank 

78 

312 

466 

144 

LIVE  Entertainment 

NM 

1172 

1158 

142 

Melville 

528 

855 

375 

168 

Liz  Claiborne 

164 

753 

70 

130 

Mentor  Graphics 

NM 

967 

1095 

118 

LUL  HI  itrtrU 

517 

518 

599 

106 

Mprrantilp  Ranrnrn 

iviti  win  line         \  \  yi 

NM 

448 

573 

144 

Loctite 

220 

264 

134 

114 

Mprrantilp  ^tnrp^ 

ivici  i>ai  line  tjiui  cs 

511 

1009 

699 

168 

NM 

830 

497 

152 

Merck 

125 

474 

10 

158 

Lone  Star  Tech 

NM 

1119 

983 

166 

Mercury  General 

75 

61 

79 

162 

Long  Island  Lighting 

NM 

414 

758 

134 

Meredith 

NM 

718 

823 

142 

1  nncc  Driio  ^tnrpQ 

LUIIgS   L/l  Ug  JIVIC3 

NM 

968 

389 

168 

MpriHian  Ranrnrn 

imci  itiiai  i  Uui  1  -  \j\  yt 

NM 

653 

583 

144 

1  nncuipuu  Fihrp 

LUMgVICVy  I   IUI  c 

621 

679 

569 

156 

Merisel 

NM 

244 

506 

118 

Loral 

384 

365 

369 

106 

Mprrill  1  vnrh 

IVICIIIII  LjM^II 

NM 

98 

403 

144 

Lotus  Development 

NM 

199 

238 

118 

Merry-Go-Round 

107 

161 

131 

168 

Louisiana  Land 

NM 

722 

941 

138 

Fred  Meyer 

NM 

296 

576 

168 

Lou  isiana-Pac  if  ic 

NM 

92 

688 

156 

Mirhapl  FnnH^ 

IlllVrllgCI   I  UUUO 

570 

1058 

537 

152 

Lowe's  Cos 

NM 

59 

744 

168 

Mirhapl^  ^tnrp^ 

ivill,  1  luCI  3   JIUI  C3 

NM 

53 

456 

168 

LSI  Logic 

NM 

703 

1138 

118 

Michigan  National 

548 

761 

668 

144 

LTV 

** 

166 

MicroAge 

378 

50 

415 

168 

Lubrizol 

280 

405 

233 

114 

Micron  Technology 

NM 

212 

738 

118 

Lukens 

NM 

345 

388 

166 

U\  irroQnft 

1 VI  IUI  U3U  1  I 

34 

26 

23 

118 

Lyondel!  Petrochem 

668 

942 

2 

114 

MiH  Atlantic  MpHiral 

iviiu  micnniv*  Divui^ai 

16 

168 

3 

158 

M/A-Com 

NM 

961 

1079 

118 

M  iH  lantir 
i »i  tu i a 1 1 i i 1  s 

NM 

1102 

1 127 

144 

Mac  Frugal'?  Bargains 

598 

724 

568 

168 

Midwest  Resources 

545 

921 

729 

134 

Magma  Copper 

NM 

557 

868 

166 

Herman  Miller 

600 

648 

861 

108 

MagneTek 

417 

463 

139 

111 

M  j  1  li  nnrp 

IVI 1 1 1 I1JUI  C 

NM 

896 

645 

158 

Manor  Care 

66 

213 

214 

158 

Minp  ^afptu  Annli^nrpc. 

IVIIIIC   OcjICIj                1  1  CI  1  \\,  C  O 

NM 

929 

803 

108 

Manpower 

NM 

887 

1 163 

108 

Minn  Minincr  SL  Mfcr 

IVI  1 1 1 1 1  IVIIIIIIlg  Ol  IVIIg 

398 

493 

206 

108 

Manville 

649 

864 

857 

122 

Minnesota  Power  &  Lt 

NM 

788 

571 

134 

Mapco 

162 

299 

110 

138 

Mirage 

NM 

137 

439 

174 

Marion  Merrell  Dow 

114 

919 

32 

158 

Mitrhpll  Fnprav 

IVI  1 IV.  1  IC  1  1    LMCI  gjf 

64 

372 

876 

138 

Mark  IV  Industries 

328 

46 

172 

111 

Mobil 

NM 

516 

705 

138 

Marriott  Intl 

174 

Mnriinp  Mam ifarti irino 

IVIUUIIIC  1 VI  dl  1  U  1  a'.  1  U  I  1 1  1  g 

396 

110 

370 

126 

Marsh  &  McLennan  Cos 

460 

666 

60 

162 

Molecular  Biosystems 

634 

158 

Marsh  Supermarkets 

411 

1055 

468 

148 

Molex 

402 

308 

518 

118 

Marsnall  &  llsley 

320 

249 

337 

144 

Mnnk>  A I  let  i  n 

19 

** 

89 

152 

Marshall  Industries 

429 

177 

479 

118 

ft/Inn  cantrt 
IVIUI  Ibd  I  uu 

NM 

524 

564 

114 

Martin  Marietta 

337 

342 

140 

IVlUllldlld  rUWCI 

3Rd 

KR7 

616 

134 

Masco 

611 

729 

771 

122 

iviuurc  vuip 

NM 

1  0.41 

1014 

108 

MascoTech 

NM 

363 

946 

1  t  D 

IP  Mnroan  SL  Crt 
Jr  IVIUlgdM  Of  l*U 

NM 

370 

339 

144 

Mattel 

68 

44 

39 

130 

Morgan  Products 

NM 

1117 

1101 

122 

Maxicare  Health 

** 

** 

** 

158 

Morgan  Stanley 

305 

196 

167 

144 

Maxtor 

NM 

1081 

897 

118 

Morrison  Knudsen 

656 

821 

873 

122 

Maxus  Energy 

NM 

990 

1175 

138 

Morrison  Restaurants 

370 

222 

293 

148 

Maxxam 

NM 

697 

69 

166 

Morton  International 

424 

193 

539 

114 

May  Dept  Stores 

268 

234 

200 

168 

Motor  Coach  Inds  Intl 

** 

126 

Mayflower  Group 

172 

Motorola 

332 

62 

525 

118 

Maytag 

NM 

1022 

765 

126 

Mueller  Industries 

122 

MBNA 

161 

** 

144 

Multimedia 

74 

651 

1190 

142 

McCaw  Cellular 

NM 

402 

1073 

118 

Murphy  Oil 

NM 

656 

885 

138 

McClatchy  Newspapers 

499 

593 

733 

142 

Musicland  Stores 

41 

** 

311 

168 

McCormick  &  Co 

94 

129 

113 

152 

Nacco  Industries 

558 

705 

686 

111 

McDermott  Intl 

NM 

447 

963 

111 

Nalco  Chemical 

253 

321 

94 

114 

Growth:  5-year  annual  earmngs-per-share  growth  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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RANK  RANK 


Earnings 

Stock 

Earnings 

Stock 

Company 

growth 

market 

Profitability 

Page 

Company 

growth 

market 

Profitability 

Page 

Nash  Finch 

NM 

1066 

629 

148 

OrNda  HealthCorp 

215 

1106 

158 

Nashua 

620 

1064 

896 

108 

Oryx  Energy 

NM 

1013 

821 

138 

National  City 

316 

673 

340 

144 

Oshkosh  Truck 

NM 

1059 

922 

106 

Natl  Convenience 

** 

148 

Outboard  Marine 

NM 

1099 

1141 

126 

National  Education 

NM 

1165 

1038 

108 

Overseas  Shipholding 

** 

876 

913 

172 

National  Fuel  Gas 

433 

462 

634 

138 

Owens  &  Minor 

130 

126 

425 

158 

National  Health  Labs 

301 

523 

118 

158 

Owens-Corning 

628 

307 

1190 

122 

National  Intergroup 

NM 

1025 

1104 

158 

Owens-Illinois 

NM 

156 

National  Medical 

NM 

901 

487 

158 

Oxford  Industries 

168 

343 

658 

130 

Natl  Semiconductor 

NM 

536 

1075 

118 

Paccar 

616 

555 

730 

126 

National  Service 

504 

869 

638 

111 

Pacific  Enterprises 

NM 

1084 

1129 

138 

National  Steel 

NM 

1156 

166 

Pacific  G&E 

297 

385 

577 

134 

National  Western  Life 

NM 

134 

121 

162 

Pacific  Telesis 

445 

427 

458 

118 

NationsBank 

NM 

495 

562 

144 

PacifiCare  Health 

27 

5 

50 

158 

Navistar  Intl 

NM 

1127 

1151 

126 

PacifiCorp 

NM 

882 

867 

134 

NBD  Bancorp 

386 

480 

397 

144 

PaineWebber  Group 

40 

226 

615 

144 

NCH 

381 

750 

292 

114 

Pall 

343 

287 

295 

158 

Neiman  Marcus  Group 

NM 

880 

995 

168 

Pamida  Holdings 

NM 

1075 

56 

168 

New  England  Electric 

NM 

580 

469 

134 

Panhandle  Eastern 

NM 

1030 

959 

138 

New  Valley 

NM 

1188 

1190 

144 

Paragon  Trade  Brands 

** 

** 

130 

NY  State  E&G 

172 

771 

611 

134 

Paramount  Commun 

588 

413 

429 

142 

New  York  Times 

NM 

972 

824 

142 

Parker  Hannifin 

557 

759 

822 

111 

Newell  Co 

120 

167 

159 

126 

Payless  Cashways 

+  * 

168 

Newmont  Mining 

612 

526 

43 

166 

Penn  Central 

53 

797 

859 

162 

Niagara  Mohawk  Power 

NM 

601 

807 

134 

Penn  Traffic 

NM 

164 

1184 

148 

Nicor 

393 

498 

299 

138 

JC  Penney 

NM 

327 

484 

168 

NIKE 

95 

97 

53 

130 

Pennsylvania  P&L 

434 

629 

448 

134 

Nine  West  Group 

130 

Pennzoil 

660 

1042 

1035 

138 

Nipsco  Industries 

102 

271 

554 

134 

Pentair 

401 

552 

552 

111 

NL  Industries 

NM 

1162 

938 

114 

People's  Bank 

NM 

845 

1111 

144 

Noland 

527 

1050 

960 

122 

Peoples  Energy 

469 

622 

534 

138 

Nordson 

330 

282 

87 

111 

Pep  Boys 

392 

395 

531 

168 

Nordstrom 

373 

840 

318 

168 

PepsiCo 

207 

156 

114  148,152 

Norfolk  Southern 

110 

326 

731 

172 

Perini 

NM 

1156 

1081 

122 

Nortek 

NM 

1021 

1145 

122 

Perkin-Elmer 

NM 

684 

919 

158 

Northeast  Utilities 

NM 

832 

561 

134 

Perrigo 

13 

25 

158 

No  States  Power 

474 

789 

591 

134 

Perry  Drug  Stores 

NM 

991 

855 

168 

Northern  Telecom 

171 

541 

404 

118 

Pet 

NM 

984 

152 

Northern  Trust 

412 

206 

232 

144 

Petrie  Stores 

645 

463 

972 

168 

Northrop 

NM 

778 

445 

106 

Petroleum  Heat  &  Pwr 

NM 

+  * 

1149 

138 

Norwest 

289 

169 

215 

144 

Pfizer 

379 

265 

275 

158 

NovaCare 

NM 

56 

235 

158 

Phelps  Dodge 

NM 

546 

171 

166 

Novell 

26 

34 

45 

118 

PHH 

185 

836 

513 

108 

Nucor 

NM 

81 

567 

166 

Philadelphia  Elec 

478 

695 

714 

134 

NWNL 

453 

368 

719 

162 

Philip  Morris  Cos 

119 

303 

46 

152 

Nynex 

495 

784 

682 

118 

Philips  Electronics 

NM 

834 

1103 

126 

Occidental  Petroleum 

NM 

1076 

1097 

138 

Phillips  Petroleum 

635 

571 

588 

138 

Office  Depot 

50 

12 

635 

168 

Phillips-Van  Heusen 

287 

63 

101 

130 

Ogden 

NM 

1048 

558 

108 

Piedmont  Natural  Gas 

NM 

420 

491 

138 

Ohio  Casualty 

380 

502 

423 

162 

Pier  1  Imports 

NM 

977 

465 

168 

Ohio  Edison 

NM 

837 

698 

134 

Pilgrim's  Pride 

NM 

843 

851 

152 

Oklahoma  G&E 

NM 

923 

451 

134 

Pinkerton's 

NM 

1011 

180 

108 

Old  Kent  Financial 

367 

394 

325 

144 

Pinnacle  West 

NM 

724 

1056 

134 

Old  Republic  Intl 

198 

278 

320 

162 

Pioneer  Financial  Svcs 

NM 

911 

1076 

162 

Olin 

540 

988 

838 

114 

Pioneer  Hi-Bred  Intl 

149 

125 

273 

152 

Olsten 

391 

279 

450 

108 

Pioneer-Standard  Elec 

288 

130 

317 

118 

Omnicom  Group 

299 

323 

212 

142 

Pitney  Bowes 

336 

409 

285 

108 

Oneida 

633 

1002 

808 

126 

Pittston  Minerals 

138 

Oneok 

90 

304 

685 

138 

Pittston  Services 

** 

172 

Oracle  Systems 

205 

30 

157 

118 

Pittway 

538 

** 

108 

Orange  &  Rockland 

461 

715 

528 

134 

Ply  Gem  Industries 

NM 

676 

895 

122 

Oregon  Steel  Mills 

123 

224 

204 

166 

PNC  Bank 

NM 

668 

526 

144 

Orion  Capital 

221 

153 

199 

162 

Polaroid 

NM 

966 

59 

130 

Growth:  5-year  annual  earnings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM-.  Not  meaningful.  **Not  ranked. 
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WHO  S  WHtKt  IN  IHIb  IbbUt 


RANK  RANK 


Earnings 

Stock 

Earnings 

Stock 

Company 

growth 

market 

Profitability 

Page 

Company 

growth 

market 

Profitability 

Page 

rUfJc  at  IdlUUl 

NM 

635 

878 

156 

Rohr 

NM 

1163 

1037 

106 

ruriidnu  ociicidi 

NM 

981 

902 

134 

Rollins 

291 

318 

40 

108 

PnHatrh 
r  UlldlLM 

525 

636 

660 

156 

Rose's  Stores 

NM 

1176 

1153 

168 

Potomac  Electric 

488 

777 

519 

134 

Ross  Stores 

167 

567 

182 

168 

PPG  Industries 

506 

483 

453 

126 

Rouse 

NM 

1053 

1165 

144 

_ 

r  raxair 

»* 

** 

114 

Royal  Dutch  Petroleum 

NM 

454 

581 

138 

r icuisiuii  L>do>j/dii3 

419 

947 

636 

106 

RPM 

311 

330 

278 

114 

Pro  ma  I'll  1  ntl 
ricFFIdiH  filll 

NM 

235 

820 

126 

Rubbermaid 

245 

185 

176 

126 

Premier  Bancorp 

NM 

70 

939 

144 

Ruddick 

382 

320 

507 

148 

Premier  Industrial 

346 

295 

82 

111 

Russ  Berrie  &  Co 

NM 

877 

289 

168 

116 

** 

168 

Russell 

352 

490 

343 

130 

Primprira 

32 

99 

267 

144 

Ryder  System 

552 

915 

934 

144 

Prnrtpr  fL  fipml  lp 

r  rvvlCi  ot  \3aiMUic 

609 

218 

427 

130 

Rykoff-Sexton 

NM 

939 

1007 

148 

Progressive 

NM 

49 

136 

162 

Ryland  Group 

615 

964 

656 

122 

Prom  us  Cos 

14 

174 

Safeco 

428 

235 

372 

162 

Prntprtiup  1  ifp 

158 

108 

449 

162 

Safeguard  Scientifics 

NM 

585 

406 

108 

PrnviHpnt  (  ifp  &  Arr 

385 

576 

670 

162 

Safety-Kleen 

446 

1033 

386 

108 

PS  Graun 

NM 

1133 

1135 

108 

Safeway 

NM 

491 

1190 

148 

PSI  Resources 

592 

438 

342 

134 

St  Joe  Paper 

641 

431 

925 

156 

Public  Service  Colo 

NM 

736 

462 

134 

St  Paul  Cos 

NM 

356 

766 

162 

Public  Service  NM 

NM 

1036 

1086 

134 

Salant 

NM 

1147 

1176 

130 

Pub  Svc  Enterprise 

465 

772 

603 

134 

Sallie  Mae 

143 

757 

33 

144 

Puget  Sound  P&L 

NM 

760 

505 

134 

Salomon 

69 

450 

538 

144 

Pulitzer  Publishing 

NM 

628 

36 

142 

San  Diego  G&E 

430 

779 

378 

134 

Pulte 

48 

140 

362 

122 

Santa  Fe  Energy  Res 

NM 

1092 

954 

138 

Purolator  Prods 

NM 

** 

1114 

126 

Santa  Fe  Pacific 

NM 

144 

1089 

172 

Quaker  Oats 

261 

732 

116 

152 

Sara  Lee 

190 

210 

170 

152 

Quaker  State 

NM 

1035 

1030 

138 

Savannah  Foods 

178 

578 

207 

152 

Quality  Food  Centers 

47 

67 

49 

148 

Scana 

NM 

606 

434 

134 

QualMed 

28 

** 

11 

158 

SCEcorp 

NM 

791 

454 

134 

Quanex 

NM 

582 

662 

166 

Schering-Plough 

137 

257 

38 

158 

Quantum 

35 

74 

78 

118 

Schlumberger 

118 

418 

228 

138 

Questar 

108 

336 

574 

138 

Scholastic 

10 

** 

27 

142 

QVC  Network 

NM 

40 

724 

168 

A  Schulman 

323 

284 

281 

114 

Ralston-Continental 

152 

Schultz  Sav-0  Stores 

509 

862 

706 

148 

Ralston-Purina 

** 

930 

#* 

152 

Charles  Schwab 

11 

6 

112 

144 

Raychem 

NM 

925 

1067 

118 

SCI  Systems 

NM 

802 

882 

118 

Raytheon 

345 

460 

165 

106 

Scientific- Atlanta 

547 

111 

833 

118 

Reader's  Digest  Assn 

240 

670 

51 

142 

Scios  Nova 

367 

158 

Reebok  International 

NM 

220 

178 

130 

Scott  Paper 

560 

959 

825 

130 

Reliance  Group 

NM 

530 

1119 

162 

Scotts 

NM 

** 

1190 

114 

Repligen 

782 

** 

158 

FW  Srrinns 

300 

540 

544 

142 

Republic  New  York 

38 

532 

512 

144 

Seaboard 

84 

597 

511 

152 

Resorts  Intl 

NM 

309 

174 

Seagate  Technology 

NM 

190 

428 

118 

Revco  DS 

168 

Seagram 

NM 

476 

608 

152 

Rexene 

** 

1185 

** 

114 

'vpjIpH  Air 
jcaicu  Mil 

NM 

176 

994 

156 

Rexnord 

NM 

** 

1190 

111 

Sparc  Rnphiirk 

NM 

690 

1060 

168 

Reynolds  &  Reynolds 

152 

121 

390 

108 

Spaut/av  FnnH  Tnuun 

jcavioj  i  uvU   i  umi 

652 

1062 

903 

148 

Reynolds  Metals 

NM 

1027 

819 

166 

Splprtivp  IrtQiiranrp 

542 

396 

493 

162 

Rhone-Poulenc 

605 

774 

794 

114 

Spncnrmatir  Flprtrnn 

JCI             1 1  Id  IIV>    LICL  11  \J\  1 

112 

65 

474 

108 

Rhone-Poulenc  Rorer 

83 

410 

72 

158 

Sepracor 

** 

** 

** 

158 

Richfood  Holdings 

4 

90 

151 

148 

Sequa 

NM 

1109 

985 

106 

Riggs  National 

NM 

1153 

1112 

144 

Service  Corp  Intl 

NM 

324 

651 

130 

Riser  Foods 

NM 

826 

286 

148 

Service  Merchandise 

188  . 

273 

6 

168 

Rite  Aid 

NM 

934 

368 

168 

Shared  Medical  Sys 

490 

776 

418 

108 

Riverwood  Intl 

** 

156 

Shaw  Industries 

215 

18 

135 

130 

RJR  Nabisco 

** 

1000 

152 

Shawmut  National 

NM 

1003 

1084 

144 

Roadway  Services 

126 

325 

333 

172 

Sherwin-Williams 

339 

188 

288 

114 

Robertsop-Ceco 

NM 

1184 

1180 

122 

Shoney's 

NM 

204 

1190 

148 

Rochester  G&E 

208 

622 

700 

134 

ShopKo  Stores 

266 

241 

168 

Rochester  Telephone 

423 

461 

504 

118 

Sigma-Aldrich 

193 

357 

130 

114 

Rockwell  Intl 

483 

600 

314 

106 

Signet  Banking 

201 

351 

735 

144 

Rohm  &  Haas 

481 

611 

476 

114 

Silicon  Graphics 

100 

64 

914 

118 

Growth:  5-year  annual  eamings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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RANK 

RANK 

Earnings 

Stock 

Earnings 

Stock 

 ;  

Company 

.  growth 

market 

Profitability 

Page 

Company 

growth 

market 

Profitability 

Page 

Sizzler  Intl 

NM 

892 

148 

T  Cell  Sciences 

** 

107 

158 

Skyline 

567 

712 

905 

122 

TakeCare 

22 

9 

158 

Smart  &  Final 

NM 

584 

168 

Talley  Industries 

NM 

1111 

1173 

106 

AO  Smith 

NM 

113 

893 

126 

Tambrands 

322 

650 

47 

130 

Smith  Corona 

NM 

1143 

749 

108 

Tandem  Computers 

NM 

1083 

1130 

118 

Smithfield  Foods 

577 

408 

154 

152 

Tandy 

610 

859 

613 

168 

Smith's  Food  &  Drug 

142 

1032 

393 

148 

TBC 

203 

165 

117 

126 

JM  Smucker 

317 

588 

271 

152 

TCF  Financial 

NM 

89 

535 

144 

Snap-on  Tools 

514 

897 

420 

126 

Tech  Data 

133 

76 

219 

118 

Society 

NM 

485 

741 

144 

TECO  Energy 

388 

397 

349 

134 

Solectron 

70 

4 

115 

118 

Tecumseh  Products 

561 

793 

840 

111 

Sonat 

NM 

333 

593 

138 

Tejas  Gas 

324 

57 

722 

138 

Sonoco  Products 

NM 

810 

312 

156 

Tektronix 

NM 

889 

1068 

118 

Sony 

NM 

1020 

881 

126 

Tele-Communications 

NM 

305 

1137 

142 

Sotheby's  Holdings 

596 

663 

213 

168 

Teledyne 

640 

497 

316 

106 

Southdown 

NM 

913 

1085 

122 

Teleflex 

344 

640 

310 

106 

Southern  Co 

390 

407 

543 

134 

Tele  &  Data  Systems 

225 

412 

910 

118 

So  New  Eng  Telecom 

NM 

714 

556 

118 

Temple-Inland 

NM 

386 

485 

156 

Southern  Pacific  Rail 

1183 

172 

Tenneco 

NM 

908 

1100 

111 

Southland 

NM 

*  * 

** 

148 

Teradyne 

NM 

400 

965 

118 

SouthTrust 

333 

359 

335 

144 

Terex 

NM 

1008 

1172 

111 

Southwest  Airlines 

189 

23 

725 

174 

Terra  Industries 

NM 

1006 

1139 

114 

Southwest  Gas 

590 

937 

909 

138 

Tesoro  Petroleum 

NM 

1125 

1142 

138 

Southwestern  Bell 

426 

338 

495 

118 

Texaco 

574 

763 

400 

138 

Southwestern  Pub  Svc 

NM 

851 

351 

134 

Texas  Industries 

NM 

1012 

1002 

166 

SPI  Pharmaceuticals 

82 

277 

93 

158 

Texas  Instruments 

NM 

630 

997 

118 

Spiegel 

578 

79 

630 

168 

Texas  Utilities 

510 

590 

850 

134 

Springs  Industries 

531 

749 

887 

126 

Textron 

444 

261 

643 

106 

Sprint 

526 

658 

118 

Thermo  Electron 

154 

146 

514 

108 

SPS  Technologies 

NM 

1120 

1033 

106 

Thiokol 

174 

379 

291 

106 

SPX 

563 

1106 

862 

126 

Thomas  &  Betts 

471 

787 

413 

111 

Std  Commercial 

NM 

982 

640 

152 

Thomas  Industries 

NM 

1077 

917 

126 

Standard  Fedl  Bank 

366 

131 

438 

144 

Thorn  Apple  Valley 

NM 

55 

57 

152 

Standard  Motor  Prods 

556 

465 

907 

126 

3Com 

NM 

605 

865 

118 

Standard  Products 

NM 

689 

774 

126 

Tidewater 

NM 

159 

** 

138 

Standard  Register 

NM 

800 

642 

108 

Tiffany 

NM 

853 

239 

168 

Standex  International 

177 

328 

327 

108 

TIG  Holdings 

162 

Stanhome 

368 

468 

126 

130 

Time  Warner 

NM 

520 

1125 

142 

Stanley  Works 

NM 

683 

530 

111 

Times  Mirror 

653 

932 

830 

142 

Staples 

44 

180 

776 

168 

Timken 

627 

983 

1004 

111 

State  Street  Boston 

237 

186 

223 

144 

TJ  International 

604 

260 

843 

156 

Stepan 

NM 

870 

384 

114 

TJX  Cos 

594 

381 

96 

168 

Sterling  Chemicals 

NM 

1166 

208 

114 

TNT  Freightways 

357 

798 

172 

Stewart  &  Stevenson 

135 

28 

220 

111 

Torchmark 

246 

349 

85 

162 

Stone  Container 

NM 

1160 

955 

156 

Toro 

579 

728 

949 

126 

Stop  &  Shop  Cos 

NM 

1128 

148 

Tosco 

NM 

411 

290 

138 

Storage  Technology 

572 

519 

696 

118 

Toys  'R'  Us 

235 

237 

249 

168 

Stratus  Computer 

155 

905 

198 

118 

Trans  World  Music 

NM 

1091 

237 

168 

Strawbridge 

566 

1019 

793 

168 

Transamerica 

603 

564 

811 

162 

Stride  Rite 

101 

189 

65 

130 

Transatlantic  Holding 

242 

429 

326 

162 

Stryker 

89 

88 

128 

158 

Transco  Energy 

NM 

1138 

1117 

138 

Summit  Health 

6 

70 

578 

158 

Travelers 

NM 

975 

1074 

162 

Sun  Co 

NM 

956 

1088 

138 

Tredegar  Industries 

NM 

997 

942 

166 

Sun  Microsystems 

182 

553 

455 

118 

Triarc  Cos 

NM 

85 

1162 

130 

SunAmerica 

7 

150 

422 

162 

Tribune 

NM 

671 

734 

142 

Sunbeam-Oster 

** 

** 

126 

Trinity  Industries 

331 

506 

655 

111 

Sundstrand 

518 

551 

357 

106 

Trinova 

642 

825 

1077 

111 

SunTrust  Banks 

356 

300 

301 

144 

TRW 

496 

595 

815 

126 

Super  Food  Services 

537 

1070 

856 

148 

Tucson  Electric 

NM 

1181 

1179 

134 

Supervalu 

294 

696 

246 

148 

Tultex 

562 

938 

704 

130 

Synergen 

83 

158 

Turner  Broadcasting 

NM 

66 

1190 

142 

Syntex 

405 

999 

29 

158 

Turner  Corp 

NM 

1124 

951 

122 

Sysco 

159 

157 

224 

148 

20th  Century  Inds 

113 

127 

81 

162 

Growth:  5-year  annual  earnings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **N^t  ranked. 
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WHO'S  WHERE  IH  THIS  ISSUE 


RANK  RANK 


Earnings 

Stock  ' 

f$-.,'i'¥ " . 

Earnings 

Stock 

Company 

growth 

market 

Profitability 

Page 

'  Company 

growth 

market 

Profitability 

Page 

\yL')  lllicrild  llUlldl 

480 

710 

436 

111 

Volvo 

NM 

1037 

1039 

126 

Tyco  Toys 

NM 

479 

529 

130 

Vons  Cos 

NM 

633 

416 

148 

226 

197 

183 

152 

Vulcan  Materials 

524 

841 

401 

122 

UAL 

NM 

786 

1082 

174 

VWR 

NM 

790 

160 

158 

UGI 

500 

642 

695 

138 

Waban 

234 

898 

373 

168 

1  1  IR  Pin^nriTl 

ujd  rinjMLiijf 

639 

835 

894 

144 

Wachovia 

372 

340 

365 

144 

1  1  Itramar 
Ullldllldi 

** 

** 

138 

Wackenhut 

597 

643 

440 

108 

1  IMP 

NM 

987 

869 

106 

Wal-Mart  Stores 

109 

95 

64 

168 

Unifi 

116 

73 

108 

130 

Walgreen 

244 

187 

186 

168 

Unilever  NV 

376 

399 

334 

152 

Wallace  Computer  Svcs 

448 

758 

501 

108 

1  lninn  RanU 

w  1 1 IUI E  Ddl  1  P\ 

NM 

873 

516 

144 

Wang  Laboratories 

** 

** 

** 

118 

1  lninn  f*amn 

643 

726 

751 

156 

Warnaco  Group 

NM 

** 

1190 

130 

1  lninn  Par  hi  rip 

606 

** 

982 

114 

Warner-Lambert 

NM 

504 

41 

158 

Union  Electric 

458 

559 

419 

134 

Washington  Gas  Light 

NM 

550 

560 

138 

Union  Pacific 

NM 

389 

546 

172 

Washington  Mutual 

213 

94 

600 

144 

1  lninn  Tpvaq  PpIioI 

NM 

383 

44 

138 

Washington  National 

NM 

995 

1016 

162 

Unisys 

NM 

1140 

1146 

118 

Washington  Post 

539 

858 

268 

142 

United  HeatthCare 

15 

1 

37 

158 

Watts  Industries 

360 

543 

405 

111 

United  Illuminating 

NM 

638 

763 

134 

Waxman  Inds 

NM 

1164 

1148 

122 

US  Bancorp 

247 

272 

352 

144 

Weirton  Steel 

NM 

1104 

1113 

166 

11^  Rincripnrp 

** 

470 

** 

158 

Weis  Markets 

NM 

945 

446 

148 

US  Healthcare 

NM 

2 

16 

158 

Wellman 

307 

969 

277 

114 

US  Home 

** 

** 

122 

WellPoint  Health 

8 

1 

158 

US  Shoe 

617 

1126 

969 

168 

Wells  Fargo 

NM 

403 

483 

144 

US  Surgical 

39 

151 

68 

158 

Wendy's  Intl 

24 

175 

679 

148 

United  Stationers 

546 

1090 

797 

108 

Western  Digital 

NM 

1093 

1160 

118 

United  Technologies 

NM 

572 

1021 

106 

Western  Publishing 

568 

1023 

788 

142 

Unitrin 

508 

706 

806 

162 

Western  Resources 

470 

637 

597 

134 

Univar 

599 

1005 

848 

114 

Westinghouse 

NM 

1116 

1120 

111 

Universal 

277 

585 

98 

152 

Westmoreland  Coai 

NM 

1132 

1122 

138 

Universal  Foods 

303 

745 

236 

152 

WestPoint  Stevens 

NM 

895 

1133 

130 

Universal  Health 

49 

139 

740 

158 

Wp^tuarn 

486 

846 

646 

156 

Unocal 

NM 

632 

785 

138 

Wpvprh^Pi  icpr 

484 

533 

846 

156 

UNUM 

80 

106 

346 

162 

Wheeling  Pittsburgh 

** 

166 

Upjohn 

184 

872 

144 

158 

Whirlpool 

NM 

230 

633 

126 

US  West 

491 

568 

628 

118 

Whitman 

NM 

** 

607 

152 

USAir  Group 

NM 

1145 

1167 

174 

Wicor 

NM 

610 

760 

138 

USF&G 

NM 

1129 

1121 

162 

Willampttp  InHc 

f  V  1 1  la  1 1 IC  LLC  1 1 IU  o 

591 

360 

582 

156 

USG 

** 

** 

122 

Willcox&Gibbs 

NM 

** 

** 

111 

Uslico 

NM 

1049 

1031 

162 

Williams  Cos 

522 

522 

780 

138 

USLife 

443 

509 

812 

162 

Winn.nivip  ^tnrpQ 

175 

229 

129 

148 

UST  Inc 

144 

209 

12 

152 

vvniiicuogu  inuusiiico 

NM 

1061 

1080 

126 

USX-Marathon 

NM 

921 

138 

Wi<Lrnn^in  Fnprcrv 

NM 

604 

478 

134 

USX- US  Steel 

NM 

»* 

999 

166 

Wisconsin  Public  Svc 

455 

594 

498 

134 

UtiliCorp  United 

472 

510 

650 

138 

Witco 

NM 

511 

708  114,138 

Valero  Energy 

25 

207 

542 

138 

WI  R  Foods 

11  Ll\   1  UUU3 

236 

537 

557 

152 

Valhi 

NM 

1 152 

610 

1  5? 

VV 1  Vi  A  1  cLI  II  IUI  Ug  ICS 

179 

829 

164 

108 

Valmont  Industries 

NM 

669 

689 

111 

Wnn  1  urn  f\  h 
VVUUI  WUIlll 

NM 

1004 

666 

168 

Valspar 

216 

136 

138 

114 

\A/nrth  in  ctnn  1  nHc 
ffVUI  11  III  IglUI  1  II1US 

NM 

433 

321 

166 

Value  City  Dept  Stores 

73 

168 

WPI  HnlHinoc 

VVr  L.  rlUIUII  Igb 

454 

661 

463 

134 

Varian  Associates 

NM 

458 

746 

118 

WPP  Group 

NM 

1177 

142 

Varity 

NM 

738 

1048 

126 

Wm  Wrigley  Jr 

181 

119 

55 

152 

Venture  Stores 

204 

162 

76 

168 

Wyle  Laboratories 

163 

531 

647 

118 

Vertex  Pharmaceutical 

** 

** 

158 

Wyman-Gordon 

NM  . 

1158 

1087 

106 

VF 

NM 

616 

262 

130 

Xerox 

NM 

685 

973 

108 

Viacom 

NM 

132 

1059 

142 

XOMA 

1131 

158 

Vicorp  Restaurants 

298 

471 

726 

148 

Yellow  Corp 

NM 

1069 

772 

172 

Vigoro 

314 

30 

114 

York  Intl 

NM 

1190 

111 

Viking  Office  Prods 

117 

22 

234 

168 

Younkers 

202 

163 

168 

Village  Super  Market 

661 

1154 

947 

148 

Zenith  Electronics 

NM 

1146 

1155 

126 

Vishay  Intertech 

241 

345 

359 

118 

Zenith  National  Ins 

534 

751 

732 

162 

VLSI  Tech 

NM 

579 

1092 

118 

Zurn  Industries 

NM 

924 

677 

108 

Volt  Info  Sciences 

NM 

622 

1020 

108 

Growth:  5-year  annual  earnings-per-share  growth.  Stock  Market:  5-year  price  change.  Profitability:  5-year  return  on  equity.  NM:  Not  meaningful.  **Not  ranked. 
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IHt  rUHpcS/ BARRA  WALL  STREET  REUIEW 


BY  ERIC  S.  HARDY 


The  overall  market 


Gold  stocks  did  well  in  1993.  Stocks 
in  such  mining  firms  as  Homestake 
Mining  and  Canada's  Placer  Dome 
doubled.  Is  it  too  late  to  get  on  board? 
Not  according  to  Dan  Ascani,  whose 
Global  Market  Strategist  newsletter 
covers  world  equity  markets  and  com- 
modities. He  says  a  worldwide  eco- 
nomic recovery  will  increase  industri- 
al demand  for  gold.  Ascani  expects 
gold  to  continue  to  rise,  to  $462  an 
ounce  in  1994,  from  its  recent  $382. 

But  gold  stocks  don't  necessarily 
offer  good  long-term  returns.  Since 
1980,  when  gold  reached  $875  an 
ounce,  the  stocks  have  lagged  the 
overall  stock  market  by  a  wide  margin. 
Their  main  virtue  may  be  that,  despite 
their  high  volatility,  they  act  as  an 
insurance  policy  against  inflation  and, 
to  a  lesser  degree,  against  a  market 
break.  The  small  group  of  gold  stocks 
tracked  by  Value  Line  have  betas  aver- 
aging 0.25 — meaning  that  they  zig 
when  the  market  zags. 


Special  focus 


Wall  Street  discriminates  against  little 
stocks.  Many  stocks  selling  for  less  than  $5 
are  not  marginable.  But  that  doesn't  make 
them  bad  investments.  The  eight  compa- 
nies below  reported  five-year  average  sales 
growth  over  13%  a  year,  and  their  stocks  sell 
for  less  than  14  times  estimated  1994  per- 
share  earnings. 


2600 
2200 

1800 
1400 

1000 


The  Barra  All-US  price  index  as  of  1 2/9/93 


Market  value:  $5,053.8  billion 
P/E:  25.1 

P/E  minus  negative  EPS:  17.5 
Price/book:  2.8 
Yield:  2.5% 


12-month  cioseup 


Barra  index 

200-day  moving  average 


The  best  and  worst  performing  stocks6 


Cheap  thrills 


'85      '86     '87  '88 

■89      '90      '91  '92 

'93 

D  J  F  M  A  M 

'92 

J   J  A  S  0  ND 

'93 

Cioseup  on  the  market 

Index  or  investment 

2-week  change 

%  change  from 
1  year  ago      S-year  high 

Barra  All-US  index 

0.9  % 

1 

8.8  % 

-1.5% 

S&P/Barra  Growth  index1 

0.1 

1.2 

-1.1 

S&P/Barra  Value  index2 

0.9 

1 

17.9 

-1.4 

Dow  Jones  industrials 

1.1 

■ 

12.6 

-0.1 

S&P  500 

0.4 

1 

6.8 

-1.1 

NYSE 

0.7 

1 

7.5 

-1.3 

Nasdaq 

Li 

I 

15.6 

-3.3 

Amex 

0.8 

1 

19.1 

-3.5 

EAFE3 

3.8 

27.7 

-8.8 

CRB  futures  index45 

0.4 

1 

10.6 

-11.9 

Gold 5  (Comex  spot) 

1.4 

■ 

14.5 

-9.4 

Yen5(per$US) 

-0.2  1 

-12.2 

-32.2 

Oil 5  (W  Texas  Intermediate) 

-io.7  HHH 

-24.1 

-64.4 

'94  est 
P/E 

Best 

Price 

2-week 
change 

1994 

EPS'  Worst 

Price 

2-week  1994 
change  EPS' 

Company 

Price 

Western  Publishing 

19i/4 

54%    $1.23  Medlmmune 

123/4 

-52%  $-0.57 

Miltope  Group 

4V4 

4  ^ 

StarSight  Telecast 

22V4 

48 

NA     Dataware  Technologies 

83/4 

-50  0.65 

Farm  &  Home  Financial 

25  3/4 

42 

2.89     Software  Etc  Stores 

103/4 

-41  1.27 

O'Brien  Environ  Energy 

2Vz 

6 

Software  Publishing 

8I/4 

35 

0.25  Babbage's 

163/8 

-40  1.78 

Pac  Rim  Holding 

33/8 

6 

Host  Marriott 

9V8 

34 

NA    Kendall  Square  Research 

-39  0.75 

Galveston  Houston 

33/8 

7 

The  best  and  worst  performing  industry  factors68 

Anacomp 

33/4 

9 

Staff  Builders 

3y2 

10 

Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Allwaste 

4 '/a 

14 

Tire  &  rubber 

9.6% 

12.8% 

Gas  utilities 

-6.2% 

13.0% 

Horsehead  Res  Devel 

3Va 

12 

Misc  mining,  metals 

7.1 

-6.8 

ON  refining,  distribution 

-4.9 

6.5 

Hotels,  restaurants 

5.4 

25.8 

Oilfield  services 

-4.9 

2.5 

Source:  Market  Guide,  via  OneSource  Information  Services. 

Coal  &  uranium 

5.4 

-3.2 

Forest  products 

-3.7 

16.9 

Precious  metals 

5.2 

64.5 

Retail 

-2.6 

4.9 

Note:  Data  for  period  ending  12/9/93.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  strcks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
earnings  growth. 2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
Financial  Information. 6 During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  rompany  size, 
value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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I  tit  runbta/iDta  ntruni  uw  mnmnuD  runtbHaia 

BY  STEVEN  RAMOS        fflf    ~  1 


S&P  500  P/E*  vs.  Aaa  bonds' 


Aaa  tends 


8 


L 


'87    '88    '89     '90    '91     '92  '93 


•S&P  500  P/E  is  the  recent  price  of  the  S&P  500 
divided  Dy  estimated  earnings  over  the  next  12 
months.  tActual  and  projected  price-to-coupon 
ratio  for  Moody's  Aaa  corporate  bond  index. 


!B£S  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


1.00 


0.00 


DJ  FMAMJ  J  ASON 
1992  1993 


Forecasting  the  S&P  500 


Year 

Estimated 
P/E 

%  change 
current  est 
vs.  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1993' 

17.2 

-0.5 

17% 

1994 

14.6 

-1.4% 

18 

1995 

12.4 

NA 

18 

1 994  estimates  for  IBES  industry  groups 


Rising  estimates 

software 
automobiles 
banking 
finance 

semiconductors 


Falling  estimates 

airlines 
steel 
paper  containers'1 
savings  &  loans 
forest  products 


wbmkkmumbmmmosmhK 


For  corporate  America,  1993  probably  ended  on  a  strong 
note.  Analysts  who  report  to  the  Institutional  Brokers 
Estimate  System  anticipate  profits  for  S&P  500  companies 
that  would  give  the  index  a  composite  profit  of  $27.11 
before  nonrecurring  items  like  writeoffs.  That  would  be  a 
17%  gain  over  the  s&p's  1992  earnings  of  $23.25  ($19.09 
after  those  writeoffs).  Analysts  don't  even  attempt  to 
predict  nonrecurring  items,  but  if  they  occur  with  last 
year's  frequency,  the  bottom  line  for  the  index  would  be  a 
1993  net  of  $22.95.  That  would  give  the  index,  which 


recently  closed  at  464,  a  price/earnings  ratio  of  20. 

For  the  last  several  months  analysts  have  been  raising 
seven  estimates  for  every  ten  they  lower;  based  on  past 
experience,  that's  quite  bullish. 

Looking  ahead,  early  forecasts  indicate  an  18%  gain  in 
the  index's  1994  net,  to  $31 .93,  and  another  18%  gain  in 
1995,  to  $37.63.  With  foreign  analysts  expecting  a  re- 
bound in  Europe  and  Japan,  the  1 1,730  companies  in  the 
ibes  universe  are  supposed  to  be  due  for  a  23%  earnings 
gain  in  1994. 


Who's  hot  in  the  U.S. 


Greatest  increase  in  estimates  over  the  past  three  months 


Company/industry 

19931 
EPS 

recent 

-1994  estimate — 
3-month  change 

P/E 

3-month 
price  change 

Reason 

Primerica/financial  svcs 

$3.38 

$4.03 

16% 

10 

-13% 

Expanded  brokerage  operations,  acquisition  of  Travelers 

Aldus/software 

0.84 

1.11 

15 

22 

26 

Benefits  from  restructuring 

Dean  Witter  Discover/financial  svcs 

3.52 

3.79 

14 

10 

-1 

Strength  in  credit  card  and  brokerage  units 

Compaq  Computer/computers 

5.20 

6.03 

12 

12 

30 

Higher  sales 

Novellus  Systems/semiconductors 

1.05 

1.56 

11 

19 

-8 

Strong  prospects  for  its  semiconductors 

Who's  hot  overseas 


Greatest  increase  in  estimates  over  the  past  three  months 


1993' 

-1994  estimate — 

3-month 

Company/country 

EPS 

recent 

3-month  change 

P/E 

price  change 

Reason 

Travis  Perkins/UK 

$0.18 

$0.24 

32% 

17 

16% 

Improving  profitability  for  its  building  materials 

Nokia/Finland 

1.34 

2.65 

29 

18 

22 

Accelerating  sales  of  electronic  equipment 

Duta  Anggada/lndonesia 

0.09 

0.19 

27 

18 

30 

New  real  estate  projects  in  Jakarta 

Shell  Refining/Malaysia 

0.16 

0.17 

27 

18 

10 

Higher  crude  and  lubricating  oil  production 

Bank  of  Ireland/Ireland 

0.41 

0.47 

24 

9 

10 

Improved  asset  quality  and  bond  rating 

Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates  from  3,000  security  analysts  compiled  by 
the  Institutional  Brokers  Estimate  System.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors.  'Estimate.  NA:  Not  available  or  not  applicable. 
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 ■  SSQH 


THE  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  opens  up  a 
browser's  heaven.  Each  and  every 
thought  strikes  a  spark  of  plea- 
sure by  its  originality  and  felicity  of 
expression.  The  range  is  virtually 
limitless.  There  are  gems  on  Early 
Rising,  Economists  and  Eternity. 
The  selection  is  equally  sparkling 
on  Manufacture,  Meddling,  and 
Men  Of  The  World.  It  offers  pure 
gold  on  Wage  Structure,  Wine, 
and  Worry.  Contributors  range 
from  the  earliest  thinkers  to  the 
present  day. 

The  three-volume  set,  printed 
on  fine  quality  stock,  bound  in 
green  cloth  and  housed  in  a 
handsome  matching  slipcase,  is 
the  quintessential  bedside  com- 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 
to  take  "Thoughts"  on 
their  travels,  a  single  voiume 
edition  containing  about 
a  third  of  the  material 
in  529  pages  is  also 
available.  Please  check 
the  appropriate  box  on 
the  order  form. 


panion  with  over  10,000  meticu- 
lously culled  quotes  from  the 
world's  greatest  authors. 

As  a  gift  to  business  asso- 
ciates and  friends,  it  will  give  a  life- 
time of  pleasure.  They  can  sam- 
ple it  by  dipping  at  random  or  pur- 
sue a  more  charted  course  with 
the  aid  of  the  subject  and  author 
indices.  To  order  a  copy  for  your- 
self or  as  a  gift,  fill  out  and  return 
the  coupon  below.  The  company 
of  great  writers  and  thinkers 
awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additional 
charge 


□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


For  Faster  Service 

Call:  1-800-234-4553 

Please  have  credit  card  ready 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340 

Reserve  my  set  of  the  new  3-volurne  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $69.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 

(please  print) 

Address 

Apt.  # 

□  Charge  my  credit  card 

□  AmEx 

□  MasterCard 

□  Visa 

No  

Exp.  Date  


City  State  Zip 

□  Please  send  the  one  volume  edition  instead.  Price  $27.50  includes  shipping  and  handling. 
Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable 


JCi TX42 


II1L  IUMUO 

EDITED  BY  JASON  2WEI6 


You  don't  always  have  to  pay  brand-name  prices 
for  brand-name  fund  managers. 

Shop  around 


By  Mary  Beth  Grover 

Investors  lust  to  have  their  money 
managed  by  Mark  Mobius  of  Temple- 
ton  Emerging  Markets  Fund.  They 
are  currently  paying  a  premium  of 
19%  over  net  asset  value  for  the  New 
York  Stock  Exchange-listed  closed- 
end  fund.  No  wonder.  In  the  past 
three  years  the  fund's  net  asset  value 
has  nearly  tripled,  beating  just  about 
any  market  index  you  could  name. 

Is  any  fund  worth  such  a  premium? 
Sir  John  Templeton  himself  doesn't 
think  so.  He  publicly  dumped  all  his 
261,000  shares  last  summer.  Al- 
though the  premium  shrank  for  a 
while,  it  fattened  again  before  long. 

How  silly.  There's  no  need  to  pay  a 
19%  premium  to  get  Mobius'  ser- 
vices. Emerging  Markets  has  an  open- 
end  sister,  Templeton  Developing 
Markets  Trust.  Developing  Markets 
can  be  had  at  net  asset  value  plus  a 
5.75%  sales  load.  The  portfolios  are 
virtually  identical;  both  hinds  run  an- 
nual expenses  of  roughly  2%  of  assets. 

Before  you  pay  a  premium  to  get  a 
closed-end,  or  a  load  to  get  an  open- 


end,  look  around.  The 
same  talent  may  be  avail- 
able on  better  terms. 

New  York  Venture, 
the  Forbes  honor  roll 
hind  run  by  Shelby  Da- 
vis, comes  with  a  4.75% 
load.  But  you  can  get 
Davis'  formidable  skills, 
and  a  similar  portfolio,  at 
no-load  Selected  Ameri- 
can Shares,  which  he  has 
run  since  May.  Selected 
American's  expense  ra- 
tio is  slightly  higher  than  New  York 
Venture's,  but  the  lack  of  a  sales  load 
more  than  makes  up  for  that. 

Another  relative  bargain  is  Mario 
Gabelli's  no-load,  open-end  Gabelli 
Asset  Fund.  Its  closed-end  sibling, 
Gabelli  Equity  Trust,  trades  on  the 
NYSE  at  a  6%  premium.  The  portfolios 
and  performances  of  the  two  hinds  are 
similar.  Fueled  by  their  big  stakes  in 
media  and  telecommunications 
stocks,  these  Gabelli  twins  have  both 
returned  15%  annually  over  the  last 


Why  pay  more? 


Fund 

Sales  load 

5-year 

Annual 

Manager 

Assets 

or 

annualized 

expenses 

($mil) 

disc/prem 

return 

per  $100 

Gabelli  Asset 

no  load 

15.4% 

$1.31 

Mario  Gabelli 

$883 

Gabelli  Equity  Trust 

6%  premium 

15.0 

1.18 

938 

Harbor  Growth 

no  load 

14.0* 

0.89 

Jack  Marshall 

218 

Nicholas-Applegate  Growth  Equity  A 

5.25%  load 

21.2 

1.54 

&  Arthur  Nicholas 

100 

Selected  American  Shares 

no  load 

13.1* 

1.17 

Shelby  Davis 

467 

New  York  Venture 

4.75%  load 

19.3 

0.89 

875 

Salomon  Brothers 

!0%  discount 

13.2* 

0.43 

James  Fleischmann 

1,184 

Salomon  Brothers  Investors 

no  load 

12.5* 

0.58 

&  Allan  White 

393 

Templeton  Developing  Markets 

5.75%  load 

NA 

2.25 

Mark  Mobius 

765 

Templeton  Emerging  Markets 

19%  premium 

33.4 

1.87 

263 

WPG  Government  Securities 

no  load 

10.7 

0.79 

David  Hoyle 

331 

Investors  Trust  Govt  Fund  B 

5%  load 

9.7 

1.82 

1,303 

'Includes  performance  under  previous  portfolio  manager.   NA:  Not  applicable;  fund  was  launched  Oct.  1991. 
Source.-  Mormngstar,  Inc. 

These  pairs  of  funds  have  the  same  manager  but  very  different  sales  charges. 


five  years,  nudging  past  the  Standard 
&  Poor's  500  stock  index. 

Sometimes  the  closed-end  version 
of  an  open-end  fund  is  the  bargain. 
James  Fleischmann  and  Allan  White 
run  both  the  closed-end  Salomon 
Brothers  Fund  and  the  open-end  Sal- 
omon Brothers  Investors  Fund.  So  far 
this  year,  both  funds  are  up  over  11%, 
a  hair  better  than  the  S&P  500.  The 
open-end  charges  no  sales  load — but 
the  closed-end  is  cheap- 
?  er,  trading  on  the  nysk  at 
a  10%  discount  to  its  as- 
set value.  The  closed - 
end  even  has  a  slightly 
lower  expense  ratio.  So 
why  would  anyone  buy 
the  open-end?  Even  co- 
manager  White  won- 
ders. "If  I  can  buy  a  dol- 
lar for  90  cents,"  he  says, 
"that's  something  I'd 
do  all  day." 

If  you  want  a  gung-ho 
growth  portfolio,  your 
broker  might  push  Nicholas-Apple- 
gate  Growth  Equity  Fund.  Under 
earnings-momentum  mavens  Jack 
Marshall  and  Arthur  Nicholas,  this 
fund  has  hurtled  past  the  s&P  500  by 
an  annual  average  of  seven  percentage 
points  over  the  last  five  years.  But 
your  broker  will  pocket  5.25%  of  your 
investment.  You  can  get  Marshall  and 
Nicholas  without  paying  any  load  if 
you  buy  Harbor  Growth  Fund,  which 
the  duo  began  managing  last  January. 

Or  take  bond  honcho  David 
Hoyle,  who  runs  both  the  no-load 
Weiss  Peck  &  Greer  Government  Se- 
curities Fund  and  the  Investors  Trust 
Government  Fund  B.  The  latter 
sports  a  5%  declining  back-end  load 
and  a  12b- 1  distribution  fee  that  jacks 
up  its  annual  expense  ratio.  The  no- 
load  bests  the  average  government 
fund  tracked  by  the  Morningstar  rat- 
ing service  by  an  annual  percentage 
point  over  the  last  five  years.  But  the 
load  fund,  weighed  down  by  its  high- 
er expenses,  just  matches  the  average. 

And  why  pay  a  4.75%  load  for  MFS 
Municipal  Bond  Fund  when  you  can 
get  the  same  manager,  Robert  Den- 
nis, for  no  load  at  Managers  Munici- 
pal Bond  Fund?  In  fact,  the  Norwalk, 
Conn. -based  Managers  Funds 
(forbes,  July  6,  1992)  offers  other 
portfolios  whose  managers  can  be  had 
elsewhere  only  by  paying  a  load.  Hi 
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Good  investment  management  needn't  cost  an  arm 
and  a  leg.  Visit  with  us  Scotland's  Alliance  Trust, 
which  combines  excellent  performance 
with  rock-bottom  expense  ratios. 

It's  in  the  blood 


By  Roula  Khalaf 

In  most  businesses,  prices  drop  as 
supply  increases.  Not  so  in  mutual 
funds.  The  average  fund's  expense 
ratio  is  roughly  twice  as  high  today  as 
it  was  three  decades  ago,  despite  the 
fact  that  funds  have  exploded  both  in 
size  and  in  technology.  And  the  prob- 
lem is  getting  worse.  At  least  200 
funds  have  jacked  up  management 
fees  in  the  past  year,  according  to 
Lipper  xAialytical  Services. 

It  needn't  be  that  way.  Forbes 
made  a  pilgrimage  to  Dundee,  Scot- 
land, an  hour's  drive  north  of  Edin- 
burgh, to  visit  the  Alliance  Trust. 

Founded  in  1888,  this  closed-end 
global  equity  fund  today  has  $2  bil- 
lion in  net  assets.  Alliance  nicks  inves- 
tors with  annual  expenses  equal  to  a 
tiny  0.2%  of  its  assets.  That's  one- 
ninth  as  much  as  the  cost  of  the 
average  U.S.  global  fund. 

The  adage  "you  get  what  you  pay 
for"  doesn't  apply  here.  Alliance 
Trust's  cheapskate  management  style 
hasn't  hurt  its  22,000  shareholders  at 
all.  Over  the  past  five  years  the  fund's 
portfolio  has  delivered  a  16%  com- 
pound annual  return,  measured  in 
pounds.  That  comfortably  surpasses 
the  return  in  pounds  of  both  the  FT- A 
All -Share  Index  and  the  Morgan 
Stanley  Capital  International 
World  Index. 

How  does  Alliance  deliver  such  fine 
performance  at  so  reasonable  a  cost? 
"Better  ask:  'Why  are  other  funds  so 
expensive?'  "  retorts  Alliance's  chief, 
Lyndon  Bolton,  a  gregarious  chap 
who  whistles  and  hums  while  show- 
ing a  visitor  around. 

What  he  shows  the  visitor  gives  part 
of  the  answer.  No  ostentatious  mod- 
ern art,  no  thick  oriental  carpets,  no 
softly  ticking  grandfather  clocks.  Alli- 
ance is  housed  in  a  four-story  building 


Alliance  Trust  executives  Lyndon  Bolton, 
Alan  Young  and  Gavin  Suggett 
Proud  to  be  skinflints. 


on  a  busy  Dundee  street.  No  fancy 
London  digs  for  Alliance.  "As  long  as 
telecommunications  operate,  there 
are  definite  attractions  in  being  de- 
tached from  the  cauldron  of  rumor  in 
a  large  financial  center,"  says  Bolton. 

Alliance's  seven  analysts  share  a  sin- 
gle room,  charting  dividend  trends 
and  price/earnings  ratios  by  hand. 
The  wooden  desks  are  inexpensive 
and  a  bit  beaten  up,  the  walls  virtually 
bare.  Gavin  Suggett,  deputy  manag- 
ing director,  approves  almost  every 
petty  cash  voucher  for  the  staff  of  50. 
Whenever  the  fund  buys  or  sells  a 
stock,  the  trade  is  recorded  on  an 
index  card.  Except  for  one  quote  ma- 
chine gathering  dust,  there  is  not  a 


computer  in  sight. 

What — no  computers?  "A  lot  of 
technology  is  rubbish,"  responds 
Alan  Young,  one  of  Alliance  Trust's 
executives,  peering  out  owlishly  be- 
tween the  mounds  of  research  reports 
on  his  desk. 

Alliance  comes  by  this  stinginess 
through  inheritance.  In  the  second 
half  of  the  19th  century,  Alliance's 
original  investors  were  Dundee  busi- 
nessmen who  exported  jute  to  the 
U.S.,  where  it  was  turned  into  burlap 
and  twine  to  wrap  bales  of  sugar  and 
cotton.  These  were  frugal  men  who 
considered  waste  and  ostentation  a 
sin  and  who  feared  God.  Alliance's 
internal  auditor  once  questioned 
whether  an  employee  should  be  reim- 
bursed for  travel  expenses  incurred  on 
Sundays. 

That  basic  attitude  still  prevails.  Al- 
liance's analysts  fly  coach  when  they 
visit  portfolio  companies,  which  they 
do  about  once  a  year.  The  staff  works 
directly  for  Alliance,  rather  than,  in 
the  typical  U.S.  fashion,  for  a  suppos- 
edly independent  investment  adviser 
that  charges  a  percentage  of  assets 
under  management.  Thus  Alliance's 
costs  don't  automatically  rise  when 
assets  do.  Bolton,  56,  made  around 
$200,000  in  1992— no  bonus,  no 
stock  options.  He  could  have  made  at 
least  twice  as  much  in  London,  but  he 
likes  Dundee. 

There  are  only  a  handful  of  U.S. 
fund  sponsors  whose  portfolio  advi- 
sory work  is  done,  like  this,  at  cost. 
Vanguard  Group  is  the  most  visible: 
Its  portfolio  managers  are  either  sala- 
ried Vanguard  employees  or  outside 
firms  whose  fees  are  set  after  haggling 
with  Vanguard.  Even  so,  its  flagship 
Vanguard/Windsor  Fund  runs  up  an 
annual  expense  tab  of  0.4%,  double 
Alliance's. 

Then  there  are  a  handful  of  U.S. 
funds  whose  stock  pickers  are  em- 
ployees of  the  fund — among  them, 
Century  Shares  Trust,  an  open-end 
sector  fund,  and  Adams  Express  Co. 
and  Baker,  Fentress  &  Co.,  diversified 
closed-ends.  But  none  of  these  oper- 
ates as  thriftily  as  Alliance.  These  three 
have  annual  expense  ratios  ranging 
from  0.5%  to  0.84%. 

Alliance  holds  costs  down  in  part  by 
keeping  portfolio  turnover  low.  Its 
annual  portfolio  turnover  is  10%,  ver- 
sus 90%  at  the  typical  U.S.  stock  fund. 
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WITH  JANUS  FUND, 
TIME  REALLY  IS  MONEY. 


JANUS  FUND  •  20  YEARS'  GROWTH  OF  $10,000  LUMP  SUM  INVESTMENT 


JANUS  FUND  -  Average  Annual 
Total  Return  for  the  Period 
Ended  September  30,  1993 


$202,812 


Vaiue  as  of 
Sept  30, 1993 


(Graph  courtesy  of  Mirropalj 


In  the  time  it  takes  to  read 
this,  you  could  take  the  first 
step  toward  a  sound  invest- 
ment program  (the  kind  you 
promised  yourself  you'd  start 
someday).  All  you  need  is  a 
telephone  and  a  history  lesson. 

The  graph  above  shows 
how  a  $10,000  investment  in 
Janus  Fund  would  have  paid 
off  over  the  last  20  years  com- 
pared to  the  same  investment 
in  the  Standard  &  Poor's  500 
index  (although  past  perfor- 
mance is  no  guarantee  of 
future  results). 

There's  no  time  like  now 
to  start  investing.  The 
sooner  you  begin,  the 


more  time  your  money 
will  have  to  work  for  you. 
So  pick  up  the  phone  right 
now  and  call  the  number 
below  to  start  investing 
with  Janus.  You'll  receive 
a  free  prospectus  with 
more  complete  informa- 
tion on  Janus  Fund  and 
other  no-load  funds  in  the 
Janus  family.  Read  it  care- 
fully before  you  invest  or 
send  money  then  call  us 
with  any  questions.  And 
see  what  a  little  time  can 
do  for  your  money. 
BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  438 


The  graph  above  illustrates  the  growth  of  a  $10,000  investment  in  the  Janus  Fund  for  the 
20-year  period  from  September  28, 1973  through  September  30, 1993  (a  period  of  generally 
rising  stock  prices)  as  compared  to  the  S&P  500  index  performance  over  the  same  period 
assuming  a  like  investment.  The  S&P  500  is  an  unmaiiaged  index.  The  performance  is 
total  return  and  includes  reinvestment  of  dividends  and  capital  gains  for  the  period 
shown.  The  funds  principal  value  and  investment  return  will  fluctuate,  and  an  investor's 
shares  may  be  worth  more  or  less  at  redemption  than  their  original  cost. 

Funds  dlsirihuled  hy  Janus  Distributors,  Inc.  Member  NASD. 


YES  •  1  wouid  like  to  know  more  about  Janus  Fund! 

Name  


Address 


I 


City/State/Zip_ 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  438 

FORB 


I 


If  you  are  on  to  a  good  company,  why 
sell  it?  Alliance  bought  Wal-Mart  in 
1977  at  a  split-adjusted  cost  of  15 
cents  and  started  buying  British  envi- 
ronmental services  company  Rentokil 
in  1969  at  a  split-adjusted  4  pence. 
Recent  prices:  $27.38  and  212  pence, 
respectively. 

Bolton  prefers  solidly  profitable 
companies  that  pay  decent  dividends. 
That  helps  the  fund  maintain  a  yield  of 
around  3.5%.  Among  the  largest 
holdings  are  Shell  Transport  &  Trad- 
ing, British  Telecommunications  and 
General  Electric. 

International  investing?  At  Dundee 
it  goes  back  to  its  earliest  days.  For 
more  than  a  century,  Alliance  has 
divided  its  portfolio  mainly  between 
the  British  and  U.S.  markets.  Today 
50%  of  Alliance  assets  are  in  the  U.K., 
25%  in  the  U.S.  and  9%  in  continental 
Europe.  Since  1985  Bolton  has  cut 
Alliance's  U.S.  exposure  from  about 
50%.  "There  was  more  value  in  conti- 
nental Europe  and  the  U.K.,"  he  says. 
The  fund  has  next  to  no  money  in 
Japan.  Too  expensive. 

Considering  Alliance's  success  in 
one  of  the  best  emerging  markets 
ever — the  19th-century  U.S. — what 
do  its  managers  think  of  today's 
booming  emerging  markets?  Not 
much.  "We  have  a  little  bit  in  Mexi- 
co," Bolton  says,  "but  we're  worried 
about  committing  long-term  money 
in  Latin  America  because  of  political 
risk."  The  fund  does  have  about  7%  of 
assets  spread  around  the  Far  East — 
but,  Bolton  adds:  "We're  leery  of  all 
the  fund  managers  swarming  the  ho- 
tels in  Asia.  It's  a  definite  sign  of 
overheating." 

Want  a  piece  of  Alliance?  The  shares 
recently  traded  on  the  London  Stock 
Exchange  at  a  9%  discount  to  net  asset 
value.  You  can  buy  them,  with  some 
effort,  through  a  British  broker  or  a 
U.S.  broker  with  British  offices. 

If  you  do  buy  in,  there  is,  of  course, 
no  guarantee  that  the  performance 
will  continue  to  be  as  good  as  it  has 
been  in  the  past.  But  you  can  be 
certain  of  one  thing:  No  one  is  going 
to  waste  your  money  on  baubles.  A 
few  years  ago  Bolton  added  an  oak- 
paneled  boardroom  and  furnished  it 
with  reproduction  Georgian  furni- 
ture. He  bought  the  room  at  a  bargain 
price  from  jute  producers  who  were 
moving  out  of  Dundee.  Mi 
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THE  CONTRARIAN 

HOMEY  &  IHVESTHEHIS 


Last  year  the  market  loved 

the  cats  and  dogs. 

This  year  it  will  punish  them. 

Strategy  session: 
1994 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management.  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


After  chalking  up  a  gain  of  almost 
18%  annually  for  the  ten  years  ended 
in  1991,  the  market  as  measured  by 
the  S&P  500  slowed  to  a  more  normal 
9%  to  1 0%  clip  over  the  past  two  years. 

What  now?  I  see  little  prospect  of 
either  a  major  bull  or  bear  move,  but 
there  is  a  good  chance  we  will  see  large 
advances  and  declines  in  specific 
groups.  Look  for  a  lot  of  volatility  this 
year.  In  short,  this  is  not  a  time  to 
move  to  cash  but  a  time  to  make 
major  readjustments  in  portfolios. 

Groups  ripe  for  decline  include  re- 
cent initial  public  offering  issues 
whose  prices  are  in  never-never  land. 
As  I  wrote  recently  (Forbes,  Nov.  8, 
1993),  new  issues  are  likely  to  see  a 
major  blow-off  beginning  in  1994 
that  will  continue  for  some  time.  Small 
concept  stocks  are  not  far  behind  on 
the  frenetic  scale  and  are  almost  a  sure 
bet  to  meet  the  same  fate.  The  No- 
vember drop  in  Nasdaq  and  the  Rus- 
sell 2000  was  only  a  warning  shot. 
Take  your  profits  now. 

Other  areas,  such  as  telecommuni- 
cations, that  are  currently  red-hot  are 
also  likely  to  run  into  trouble.  Watch 


out  for  those  current  buzzwords  like 
multimedia,  communications  super- 
highways and  the  like.  Payoffs  are  way 
in  the  future,  and  nobody  knows  who, 
if  anyone,  will  be  the  winners. 

So  while  I  don't  see  a  bear  market, 
I  do  see  pockets  of  danger  in  this 
market.  Look  at  what  has  been  hap- 
pening among  the  S&P  500,  where 
the  financially  weaker  companies 
have  far  outpaced  the  stronger  ones. 
In  1993  top-quality  companies  grad- 
ed A+  to  B+  performed  poorly,  re- 
turning only  about  3%.  B-  and  C- 
quality  companies,  heavily  weighted 
with  highly  leveraged  and  concept 
issues,  showed  a  gain  of  23%,  while 
companies  too  weak  financially  to 
have  any  credit  rating  at  all  returned 
almost  22%. 

Many  a  real  estate  mogul  drowning 
in  debt  was  rescued  by  selling  his 
distressed  goods  in  an  IPO  at  inflated 
prices  to  John  Q.  Public.  Only  a  few 
years  back  junk  bonds  were  pariahs; 
now  many  investors  seem  to  regard 
them  as  safe  havens.  If  you  own  either 
bailout  REITs  or  poor-quality  junk 
bonds,  get  out  while  you  can. 

But  while  1993  was  the  year  of  the 
cats  and  dogs,  a  lot  of  good-quality 
stuff  performed  poorly.  Unlike  the 
heavy  cyclicals,  many  of  the  good 
apparel  companies  are  still  making 
money  and  trading  at  low  p/es  on 
depressed  earnings.  As  the  economy 
continues  to  pick  up  steam,  apparel 
profits  should  turn  up  sharply.  Here 
are  three  I  would  look  at: 

Liz  Claiborne  (21 ),  a  major  brand- 
name  apparel  manufacturer,  dropped 
almost  50%  in  1993  as  a  result  of  the 
first  down  year  in  its  history.  Earnings 
comparisons  should  begin  to  improve 
in  the  first  part  of  1994  and  continue 


to  recover  in  succeeding  quarters. 
The  stock  trades  at  a  P/E  of  10  and 
yields  2.1%. 

Fruit  of  the  Loom  (31),  a  producer 
of  men's  and  boys'  underwear,  con- 
tinued to  increase  earnings  last  year, 
albeit  at  a  more  moderate  pace.  With 
rising  consumer  spending,  earnings 
could  grow  another  20%  in  1994.  The 
stock  trades  at  a  p/e  of  1 1 . 

Oxford  Industries  ( 2  3 ) ,  a  diversified 
manufacturer  of  apparel  products,  is 
bucking  the  widespread  industry 
downtrend.  Earnings  should  increase 
by  better  than  1 0%  in  the  current  fiscal 
year  and  in  fiscal  1995  (ending  May 
31).  The  stock  trades  at  a  p/e  of  13 
and  yields  2.8%. 

Retailers,  like  the  apparel  group, 
had  a  difficult  year  and  mediocre  per- 
formance. Many  provide  good  divi- 
dends and  trade  at  low  p/es  on  earn- 
ings that  should  move  up  sharply  with 
business  improvement.  Two  I  think 
are  attractive  today: 

Caldor  (31)  operates  discount  de- 
partment stores  in  New  England  and 
the  mid-Atlantic  states.  Income 
should  improve  at  double-digit  rates 
in  the  current  fiscal  year  (ending  Janu- 
ary 1994)  and  again  in  fiscal  1995. 
The  stock  trades  at  a  P/E  of  1 1 . 

Family  Dollar  (17)  operates  200 
self-service  discount  stores.  Although 
same-store  sales  were  up  only  about 
4%  last  year,  a  major  expansion  pro- 
gram should  bring  improvement  over 
the  next  several  years.  The  stock 
trades  at  a  price/earnings  multiple  of 
14  and  yields  1.8%. 

Finally,  there  are  the  hospital-sup- 
ply issues.  Investors  have  overreacted 
to  the  group,  which  should  show 
respectable  growth,  have  low  p/es, 
strong  financials  and  in  some  cases 
dividends  higher  than  electric  utili- 
ties. Two  I  find  attractive: 

Baxter  International  (22 )  is  a  large 
distributor  of  medical  products 
worldwide.  The  stock  is  down  almost 
40%  since  the  beginning  of  1992, 
primarily  because  sales  and  earnings 
fell  below  target,  a  problem  manage- 
ment is  actively  addressing.  Baxter  is 
at  a  p/e  of  12  and  yields  4.4%. 

Bccton  Dickinson  (35),  another 
broad-line  medical  producer,  contin- 
ues in  the  doldrums,  although  earn- 
ings should  rise  10%  this  year  above 
1993's  operating  income.  BDX  trades 
a  t  a  p/e  of  1 3  and  yields  2 . 1  % .  BB 
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Playing  volatile,  high-risk  stocks  can  be  fun 

in  a  bull  market,  but  in  a  bear  market  it  can  kill  you. 

Dan  Sullivan  seeks  a  middle  way. 


A  bear  for 
the  bulls 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 


Newsletters  (Dearborn  Financial  Publishing). 


Are  you  the  sort  of  investor  who 
would  own  Aspect  Telecommunica- 
tions? This  ripsnorter  is  up  500%  from 
its  1992  low,  which  means  that  you 
could  have  made  a  lot  of  money  in  it  if 
your  timing  had  been  right.  But  this 
company,  which  develops  telephone- 
call  transaction  processing  systems, 
has  also  lost  tons  of  money  for  inves- 
tors during  bear  markets. 

Is  there  a  way  to  enjoy  bull  markets 
in  high-risk  stocks  like  this  one  with- 
out getting  wiped  out  in  bear  mar- 
kets? There  is,  and  Dan  Sullivan,  pub- 
lisher of  the  Chartist,  points  the  way. 
He  touts  stocks  with  the  highest  rela- 
tive strength — those  that  have  a  lot  of 
recent  price  momentum.  That  almost 
inevitably  means  stocks  with  very  high 
price/earnings  ratios  (Aspect's  is 
nearly  50). 

But  Sullivan  has  the  wisdom  to 
reduce  his  bets  when  the  market  is 
expensive,  as  it  is  now.  His  short-term 
traders1  portfolio  currently  owns  As- 
pect, along  with  24  other  stocks,  but 
his  model  portfolio  is  now  60%  in 
cash.  Only  when  high  relative 
strength  stocks  crash  from  their  cur- 


rent lofty  levels  does  he  plan  to  be- 
come even  close  to  fully  invested. 

In  a  business  known  for  its  flam- 
boyant self-promoters,  Dan  Sullivan 
stands  out  because  he  isn't  one.  I  have 
never  seen  him  scheduled  to  speak  at 
any  investment  seminar,  and  he  is 
rarely  interviewed  on  television.  Yet 
he  has  every  reason  to  toot  his  own 
horn.  Since  mid- 1980,  when  the  hfd 
began  tracking  investment  letter  per- 
formance, Sullivan  has  produced  a 
compound  annual  return  of  17.9%,  in 
contrast  to  15.1%  for  the  Wilshire 
5000's  total  return.  This  makes  Sulli- 
van's one  of  only  four  letters  the  hfd 
follows  to  beat  the  market  over  this 
period. 

Sullivan's  favorites  are  those  stocks 
that,  by  any  of  several  different  propri- 
etary formulas,  have  recently  outper- 
formed the  market  the  most.  They 
definitely  are  the  market's  highfliers. 
Currently,  for  example,  the  top  ten 
stocks  on  Sullivan's  relative  strength 
rankings  have  an  average  P/E  over  50 
and  yield  virtually  nothing. 

Relative  strength  works.  Stocks 
that  have  recently  outperformed  the 
market  typically  keep  on  doing  so — at 
least  for  a  while.  In  fact,  Sullivan's  is 
not  the  only  top-performing  letter 
that  relies  on  relative  strength  analy- 
sis. Two  prominent  additional  exam- 
ples are  Louis  Navellier's  mpt  Review 
and  James  Collins'  ore  Insight  (see  my 
Ati£f.  16,  1993  column). 

Downside:  High  relative  strength 
stocks  often  are  among  the  biggest 
casualties  during  bear  markets.  Navel- 
lier  and  Collins,  who  don't  attempt  to 
time  the  market  and  thus  are  fully 
invested  at  all  times,  saw  their  portfo- 
lios shed  some  42%  of  their  value 
during  October  and  November  1987. 


Sullivan  is  willing  to  go  to  great 
lengths  to  avoid  a  similar  fate.  He  thus 
couples  his  high-risk  stock  picking 
with  a  market-timing  approach  that 
keeps  risk  extremely  low.  Sullivan  fol- 
lows no  one  indicator  in  his  market 
timing.  Instead,  he  draws  on  the  wis- 
dom gained  from  publishing  his  in- 
vestment letter  since  1969. 

How  good  has  Sullivan's  timing 
been  at  reducing  risk?  To  find  out  I 
constructed  an  imaginary  portfolio 
that  mimicked  Sullivan's  model  port- 
folio except  that  it  substituted  an 
index  fund  for  each  of  his  stocks.  Over 
the  last  13  years  this  hypothetical 
portfolio  incurred  barely  more  than 
half  as  much  volatility  (or  risk)  as  the 
stock  market  itself. 

To  be  sure,  Sullivan  forfeited  some 
of  his  profits  in  the  process  of  reduc- 
ing risk  by  this  much.  But  this  hypo- 
thetical portfolio  still  equaled  the 
market's  return  on  a  risk-adjusted  ba- 
sis. To  put  it  another  way:  By  going  to 
cash,  sometimes  too  soon,  Sullivan 
missed  some  of  the  bull  market's 
gains.  But  he  made  up  for  those  lost 
opportunities  by  dodging  corrections 
and  bear  markets. 

Those  of  you  who  gravitate  to 
high- momentum  stocks,  take  note: 
Sullivan's  60%  cash  position  is  far 
higher  than  it  has  averaged  in  the  past 
13  years. 

As  Sullivan  will  concede,  his  bearish 
turn  was  premature.  But  he  is  pre- 
pared to  wait.  He  points  out  that 
according  to  virtually  every  funda- 
mental valuation  measure,  the  market 
is  now  even  more  grossly  overvalued 
than  it  was  in  1987.  Sullivan  also  is 
concerned  about  the  overheated  new 
issues  market,  which  often  signals  the 
speculative  blowout  at  the  end  of  a 
bull  market,  and  the  recent  break- 
down in  the  Dow  Jones  utilities  aver- 
age, which  has  some  success  as  a 
leading  indicator. 

Aiother  Sullivan  worry:  The  bull 
market  is  requiring  ever  greater  in- 
fluxes of  money  to  stay  alive.  Given 
the  record  amount  of  money  pouring 
into  equity  mutual  funds,  Sullivan 
asks:  Why  hasn't  the  market  gone  up 
even  more?  He  notes  that,  despite  this 
huge  influx,  the  market  has  been  go- 
ing up  at  a  much  slower  pace  than  it 
did  during  the  first  months  of  this  bull 
market.  He  thinks  this  is  a  classic  sign 
of  an  aging  bull  market.  Hi 
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es  Wagon  Creek  Ranch  is  ottering  minimum  40  acre  ranches  ^J^ng  f°r  as  Utile  as"$25,00( 
irovide  full  financing  and  buyer  protection.  If  you've  ever  drcainw  of  owning  your  own  piece  o 
Lockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacation; 
-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  mor 
mation  without  obligation, 
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r  I  nHNUlHL  O I  IfH  I  Cu  T 


s 


Free  trade  is  in  worse  trouble  than  most  people  think. 
A  final  failure  on  GATT  could  send  an  already 
overpriced  stock  market  into  the  tank. 

The  last  straw? 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


It  has  been  U.S.  stocks  by  default  for 
investors,  with  CD  rates  in  the  base- 
ment and  real  estate  under  a  cloud. 
But  being  the  best  of  unattractive 
alternatives  is  not  a  sound  foundation 
for  long-term  investment.  In  short, 
the  levitation  of  American  equities 
can't  last  much  longer. 

Don't  buy  the  argument  that  you 
will  have  plenty  of  time  to  get  out 
because  interest  rates  will  have  to  rise 
before  stocks  can  fall.  Too  many  peo- 
ple believe  this.  Confidence  ought 
not  be  this  high  in  a  world  where 
nature  is  perverse.  Nor  do  I  believe 
that  it  will  be  an  increase  in  interest 
rates  that  knocks  stocks  off  their 
perch.  In  the  deflationary  world  I  see 
continuing,  rates  will  fall,  not  rise. 

But  you  may  well  ask:  What  could 
trip  up  the  bull  market?  My  answer,  in 
a  word:  protectionism. 

Protectionism?  Didn't  the  passage 
of  Nafta  put  the  protectionists  to 
rout?  I  don't  think  so.  Despite  the 
Administration's  sales  pitch,  Nafta  it- 
self is  protectionist.  It  is  a  natural 
result  of  the  end  of  the  Cold  War  and 
the  grouping  of  the  world  into  three 
very  large  and  very  competitive  trade 
blocs — the  EC,  North  America  and 
the  Far  East.  As  they  consolidate,  they 


become  more  self-sufficient,  and  in- 
ternationalization suffers. 

With  Mexico  in  Nafta,  North 
American  self-sufficiency  skyrockets. 
Mexico  is  a  newly  industrialized 
country  (NIC),  a  low-wage  economy 
that  is  very  competitive  in  less  sophis- 
ticated, labor-intensive  products.  The 
U.S.  and  Canada  will  increasingly 
turn  to  Mexico  for  such  products, 
moving  away  from  Asian  nics  like 
Thailand  and  Hong  Kong. 

Despite  the  half-baked  compro- 
mise cobbled  together,  GATT  is  dead. 
It  really  died  in  1990  after  four  years 
of  intensive  negotiation  failed  to  con- 
clude in  an  agreement  at  the  height  of 
a  record  global  boom  when  politi- 
cians faced  less  protectionist  pressure 
than  they  do  now  with  high  unem- 
ployment. The  side  deals  President 
Clinton  cut  to  get  Nafta  passed  drive 
more  nails  into  GATT's  coffin. 

Clinton's  concessions  on  sugar,  cit- 
rus, tomatoes,  asparagus,  sweet  pep- 
pers, wine,  peanuts,  durum  wheat,  flat 
glass,  home  appliances,  and  textiles 
and  apparel  have  only  whetted  the 
appetites  of  American  businessmen 
who  don't  want  to  be  devoured  by 
GATT-liberalized  imports. 

The  press  has  trumpeted  the  latest 
agreement  as  a  major  victory  for  free 
trade.  But  hold  the  champagne.  Now 
that  the  U.S.  and  the  EC  negotiators 
have  made  their  compromises  and  left 
undone  those  things  on  which  they 
could  not  compromise,  domestic  lob- 
byists will  be  heard  from.  Congress 
will  debate  the  finalized  deal  in  Janu- 
ary, and  there  probably  will  be  hell  to 
pay  then.  Moreover,  Clinton,  who 
hates  controversy,  may  decide  he  has 
done  his  bit  for  free  trade  with  Nafta 
and  skip  an  allout  push  for  GATT.  And 
even  if  gatt  passes  Congress,  protec- 
tionism will  simply  shift  to  other 
forms.  The  U.S.  insists  on  retaining  its 
right  to  restrict  imports  in  retaliation 


for  dumping,  and  the  EC,  among  oth- 
ers, may  start  doing  the  same. 

History  is  not  encouraging  for 
those  who  hope  that  GATT  will  spur  a 
new  burst  of  world  trade,  that  protec- 
tionism will  wane.  Historically,  pro- 
tectionism, not  free  trade,  is  the  rule, 
except  when  one  nation  rules  the 
world  and  sees  free  trade  as  in  its  best 
interest.  This  has  occurred  only  twice 
since  the  Industrial  Revolution,  when 
Britain  ran  things  a  century  ago,  and 
when  the  U.S.  ruled  right  after  World 
War  II.  In  the  sweep  of  things,  free 
trade  is  almost  an  aberration. 

The  narrow  squeak  for  Nafta  was  a 
demonstration,  in  my  view,  not  of  the 
popularity  of  free  trade  but  of  the 
willingness  of  large  numbers  of  Amer- 
icans to  make  foreigners  the  scape- 
goats for  the  public  frustration  over 
lack  of  purchasing  power  growth  and 
mounting  layoffs. 

Why  does  the  growing  popularity 
of  protectionism  threaten  the  bull 
market  in  stocks?  Because  protection- 
ism is  a  game  of  blows  and  counter- 
blows: You  slap  a  restriction  on  my 
goods,  I  slap  one  on  yours,  and  each 
move  leads  to  a  countermove.  Trade 
shrivels,  reducing  economic  activity 
and  promoting  deflation  and  disap- 
pointing corporate  earnings. 

Growing  protectionism  comes  on 
the  heels  of  other  economic  troubles 
that  help  bonds  but  hurt  stocks:  the 
unsustainability  of  the  current  U.S. 
consumer  spending  spree  and  the 
likely  return  to  slow  overall  growth  at 
best;  the  continuing  recession  in  Eu- 
rope; massive  problems  in  Japan; 
global  depressing  effects  of  defense 
cuts;  ever-increasing  NIC  exports. 

How  does  it  all  add  up?  Deflation. 

As  the  infamous  Smoot-Hawley  tar- 
iffs worked  their  way  through  Con- 
gress in  1929,  the  stock  market  got 
progressivelv  more  nervous  and 
dipped  every  time  protectionism 
gained.  The  act  didn't  become  law 
until  much  later,  but  the  opposition  to 
it  crumbled  the  day  before  the  crash. 

Failure  of  gatt  isn't  the  same  as 
enactment  of  huge  tariffs,  but  it 
would  show  the  world  that  free  trade 
is  out  and  protectionism  in.  Not  just 
U.S.  stocks  are  vulnerable.  Equities  in 
Hong  Kong  and  other  Asian  nics,  the 
overblown  darlings  of  American  in- 
vestors, are  at  big  risk.  If  GATT  fails, 
look  out  below!  Hi 
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Once  again,  small  stocks  are  the  place 
to  be.  Politics  has  a  lot 
to  do  with  it. 

Four  for  '94 


BY  R.S.SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
Df  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


Now  IS  a  good  time  to  think  small. 
Companies  with  capitalizations  un- 
der $500  million  could  do  signifi- 
cantly better  than  larger-capitaliza- 
tion stocks  both  for  the  short  term 
and  over  the  next  several  years. 

Historically,  performance  trends 
of  small  stocks  relative  to  larger  ones 
have  persisted  over  long  periods.  If 
you  go  back  to  1925,  there  have  been 
five  periods  when  small  issues  have 
done  significantly  better  than  larger 
ones  and  five  intervals  when  they 
have  underperformed:  Periods  when 
smaller  stocks  outperformed  lasted 
an  average  of  just  over  eight  years, 
periods  of  underperformance  aver- 
aged about  six  years. 

These  relative  performance  figures 
compare  the  performance  of  the 
smallest  stocks  in  the  s&P  500  relative 
to  the  s&P  500  as  a  whole.  The  smaller 
names  lost  position  relative  to  larger 
companies  in  the  1983-91  period, 
which  followed  a  ten-year  period  in 
which  they  outperformed  larger  is- 
sues. Small  caps  have  been  regaining 
lost  ground  since  1991,  albeit  at  a 
slow  pace.  I  expect  the  group  will 
continue  to  do  well. 

Is  there  a  consistent  rationale  for 
these  performance  cycles?  Taken  to- 


gether, politics  and  valuation  seem  to 
supply  some  reasonable  explanations. 
Historically,  policies  of  Republican 
administrations  favor  "big  business,'" 
while  Democrats  try  to  encourage 
smaller  firms. 

Valuation  disparities  created  dur- 
ing the  long  periods  of  relative  weak- 
ness and  strength  reinforce  the  polit- 
ical shifts.  Thus,  former  President 
Reagan  adopted  antitrust  policies 
that  were  less  restrictive  of  business 
combinations  than  those  of  previous 
administrations.  At  that  time,  large 
companies  had  been  underperform- 
ing  smaller  issues  for  several  years, 
and  their  valuations  were  depressed. 
Thus,  when  the  boom  in  takeovers 
began,  larger  companies  were  most 
often  the  targets.  Clinton  is  working 
to  create  an  environment  that  favors 
smaller  companies  just  as  these  firms 
are  coming  off  a  prolonged  period  of 
poor  relative  performance. 

The  short-term  performance  pic- 
ture also  is  favorable.  Small-cap  is- 
sues consistently  rack  up  a  consider- 
able part  of  their  performance  for  the 
year  in  January.  Thus,  since  1925  the 
average  return  of  small-cap  issues  in 
the  first  month  of  the  year  has  been 
6.8%,  compared  with  a  0.8%  average 
monthly  return  for  the  February 
through  December  span.  Also,  since 
1925  small  stocks  have  outper- 
formed big  stocks  in  the  month  of 
January  57  times  and  underper- 
formed just  10  times. 

Another  factor  in  the  positive  case 
for  small-cap  stocks  has  to  do  with 
fundamentals.  In  general,  these 
companies  do  not  have  a  sizable 
international  exposure.  With  world 
economies  out  of  sync,  profits  in 
Europe  are  poor.  To  be  sure,  Euro- 
pean stocks  are  doing  well,  but  this  is 
a  function  of  lower  interest  rates 
rather  than  better  earnings.  U.S.- 
based  companies  operating  in  Eu- 


rope don't  get  the  benefit  of  lower 
rates.  All  they  get  is  an  uncertain 
profit  outlook.  Finally,  blue-chip 
companies,  particularly  those  repre- 
sented in  the  Dow  Jones  industrial 
average,  have  had  a  strong  fourth 
quarter,  while  other  stocks  have 
languished.  This  reinforces  the  posi- 
tive valuation  case  for  smaller-cap 
companies. 

My  view  is  that  now  is  a  good  time 
to  build  exposure  in  small-cap 
names.  These  stocks,  however,  are 
inherently  more  risky  than  larger 
companies.  Thus,  I  recommend  that 
investors  buy  a  package  of  small 
stocks.  Sodak  (30),  CellStar  (13), 
Wall  Data  Inc.  (35),  Value  Vision 
International  (13) — all  of  which 
have  market  capitalization  of  less 
than  $500  million — look  particular- 
ly attractive  at  present. 

Sodak  markets  and  distributes  slot 
machines,  primarily  to  Indian  reser- 
vations, under  an  exclusive  agree- 
ment with  International  Game 
Technology.  Revenues  and  earnings 
will  grow  in  excess  of  50%,  and 
the  stock  sells  at  a  clear  discount 
to  its  peers. 

CellStar  is  a  wholesale  distributor 
and  retailer  of  cellular  telephones  for 
Motorola,  Southwestern  Bell  and 
GTE.  The  valuation  is  compelling  at  1 3 
times  1994  estimated  earnings. 

Wall  Data  is  a  software  company 
providing  unique  capabilities  in  link- 
ing PCs  to  mainframes.  At  the  present 
price  it  sells  at  a  discount  to  its  project- 
ed growth  rate  and  appears  to  offer 
excellent  value. 

Value  Vision  International  is  the 
third-largest  home-shopping  spe- 
cialty retailer,  and  markets  products 
such  as  jewelry,  consumer  electron- 
ics and  housewares.  Home  shopping 
is  a  $2  billion  industry,  and  has 
the  fastest  growth  in  the  retail- 
ing sector.  H 
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After  the  turmoil  of  1992,  last  year  was  one  of 
low  volatility  in  the  currency  markets. 
But  don't  expect  the  quiet  to  last. 

The  quietest 
year  since  1976 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc.,  a  foreign  currency 

investment  management  and  hedging/overlay  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


At  the  beginning  of  last  year 
(Forbes,  Jan.  4, 1993)  I  discussed  the 
favorable  prospects  of  1993  being  the 
"year  of  the  dollar"  but  w  arned  that 
sentiment  was  so  overwhelmingly 
dollar  bullish  that  I  was  skeptical. 

So,  what  did  happen?  On  three  occa- 
sions, die  dollar  rose  against  die  German 
mark,  only  to  fall  right  back  down  again. 
On  balance  it  was  die  narrowest  tt'ading 
range  for  dollar/ mark  since  the  demise 
of  the  Bretton  Woods  and  Smithsonian 
agreements  with  the  start  of  the  "free 
float"  in  1973.  Why  this  indecisive 
action?  During  the  year  short-term 
German  interest  rates  came  d<  >wn  about 
25  basis  points  a  month — just  as  most 
economists  had  projected — and  the 
German  economy  sputtered  along  in  a 
rather  listless  fashion;  but  the  interest 
rate  reductions  occurred  in  such  a  grind- 
ing, orderly  fashion  that  the  currency 
markets  never  built  up  die  head  of  steam 
diat  more  sudden  and  dramatic  rate  cuts 
might  have  generated. 

The  U.S.  economy,  on  the  other 
hand,  finally  started  to  show  increas- 
ing signs  of  life,  and  domestic  inter- 
est rates  began  backing  up  rather 


sharply.  Still,  the  response  in  the  for- 
eign exchange  markets  was  remark- 
ably muted,  with  the  dollar  rallying 
only  a  few  percent,  implying  that  the 
U.S.  economic  pickup  had  been  quite 
heavily  discounted. 

At  first  glance,  it  seems  strange  that 
a  year  as  eventful  as  1993  saw  so  little 
volatility  in  the  exchange  markets. 
One  might  have  expected  lots  of 
action.  There  was  a  new  U.S.  admin 
istration  associated  with  significant 
policy  shifts.  There  were  major  global 
interest  rate  adjustments,  big  swings  in 
many  commodity  markets  and  an 
attempted  coup  in  Russia.  All  this  on 
top  of  major  fluctuations  in  European 
and  Japanese  equity  markets  and  the 
breaking  up  of  the  European  Mone- 
tary System. 

Yet  for  all  the  turmoil,  the  major 
currencies — except  for  the  yen — 
experienced  what  were  effectively 
unprecedented  levels  oflow  volatili- 
ty. And  the  yen  was  special  inasmuch 
as  there  was  a  great  deal  of  political 
jawboning,  which  helped  reinforce  a 
very  powerful  underlying  trend 
toward  a  stronger  Japanese  currency. 

The  first  thought  that  comes  to 
mind  in  explaining  the  rather  quiet 
currency  markets  is  that  perhaps 
because  of  last  fall's  dramatic  price 
changes  in  the  currency  markets — 
when  the  British  pound  collapsed  out 
of  the  ems — market  players  were 
simply  tired  and  needed  a  period  of 
rest.  The  rest-cure  theory,  however, 
does  not  stand  up  to  the  test  of  time. 
In  the  past,  big  moves  have  begotten 
other  big  moves. 

Well,  maybe  the  currency  markets 
are  overspeculated  and  this  condition 
has  created  a  dampening  effect  on  gen- 
eral currency  swings.  Nope.  That 
doesn't  wash,  either.  It  fails  to  satisfy 


the  question  because  overspeculated 
markets  are  typically  extremely  volatile. 

Last,  I  am  dubious  about  suggestions 
that  central  bank  intervention  activities 
were  effective  in  smoothing  die  market's 
price  moves,  as  many  times  I  have  observed 
quite  huge  moves  that  completely 
overwhelmed  all  intervention  attempts. 

Is  the  quiet  in  the  markets,  then,  a 
mystery?  Perhaps  not.  Last  year  was  a 
peculiar  one  in  that  nearly  all  interest 
rate  and  economic  developments 
played  out  pretty  much  as  most  econ- 
omists and  market  forecasters  had 
anticipated:  The  U.S.  economy 
showed  modest  growth  and  the  Fed 
held  a  steady  course;  the  German 
economy  stagnated  and  the  Bundes- 
bank gently  pushed  rates  lower; 
growth  in  the  U.K.  was  modest  and 
interest  rates  eased  marginally.  The 
only  real  shock  occurred  in  the  dismal 
economic  performance  in  Japan  and 
the  accompanying  sharp  drop  in 
interest  rates.  Not  surprisingly,  the 
yen  was  the  one  major  currency  that 
had  a  very  substantial  move. 

So,  the  conclusion  I  draw  from  last 
year's  lull  in  the  action  is  simply  this: 
Major  currency  adjustments  general- 
ly stem  not  from  major  developments 
but  from  developments  that  deviate 
sharply  from  expectations. 

Following  this  logic,  prospects  for 
1994  are  very  encouraging  for  curren- 
cy traders — if  not  for  the  economies. 
Why  do  I  say  so?  Because  I  don't  think 
1994  will  be  like  1993,  when  there 
were  common  views  and  die  common 
expectations  were  vindicated.  For 
1994  I  see  eidier  a  lack  of  consensus  or 
a  consensus  diat  may  be  too  sanguine. 

I  don't  believe  there  is  an)'  consensus 
view  on  the  Japanese  economy  or  on 
the  extent  of  Bundesbank  easing.  As 
for  die  U.K.,  most  economists  expect  a 
continuation  of  the  tepid  recovery  for 
a  quarter  or  two.  Most  economists 
think  the  U.S.  economy  will  perform 
modestly,  with  growth  only  slightly 
better  than  in  1993,  and  with  die  Fed 
tightening  gently  in  die  first  quarter. 

But  suppose  die  U.K.  and  U.S.  recov- 
eries sputter  out  at  a  time  when  die  U.S. 
stock  market  is  clearly  overvalued.  I  think 
such  a  disappointment  could  easily 
happen,  causing  turmoil  in  die  currency 
markets.  Add  that  uncertainty  to  the 
unpredictable  situations  in  Germany  and 
Japan  and  you  have  a  recipe  for  lots  of 
action  in  cuirencies.  fSHI 
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F  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
5  quaint,  as  secluded  as  any  undiscovered  island, 
aucala,  a  Forbes  Magazine  South  Pacific  Property  - 
te  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
leir  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

eople  who  want  the  ultimate  vacation  experience  - 
le  finest  amenities  without  the  formalities.  Go  deep 
sa  fishing  on  board  the  island's  private  fishing  boat.  If 
ou  wish,  our  master  chef  will  prepare  your  catch  for 
our  dining  pleasure.  Dive  in  azure  waters,  world 
unowned  for  the  beauty  and  abundance  of  their 
opical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 


f 


Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  6LC3 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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5,059% 
growth 


•  Special  Trial  Offer' 


Fortune  Teller 


Value  Line 
No.1 

StOCkS   I  Composite  I 


406%  growth 


262%  growth 


price  appreciation  1965-1992 


Value  Line.  Just  $55 

Value  Line  is  renowned  lor  its  ability  to  predict  which  stocks  will  outperform  market  averages.  This 
graph  shows  the  profits  from  once-a-year  portfolio  updates  using  our  famous  ranking  system.  More 
frequent  updates  did  even  better.  With  this  trial  you  gel  our  2.000-page  stock-library.  10  weeks  of 
our  subscription  service,  the  '94  JK  Lasser  Tax  Guide  ($14  retail)  with  hundreds  of  money-saving 
tips  and  a  24-hour  tax-helpline.  It's  all  yours  to  keep,  whether  or  not  you  decide  to  subscribe  when 
your  trial  has  ended.  Allow  4  weeks  for  delivery.  NY  residents  please  add  sales  tax.  Trial  offer  good 
once  every  3  years  per  household.  30-day  money-back  guarantee  on  return  of  all  materials. 
★  ★Ranked  No.  1  by  Hulbert  for  long-term  performance.  *  * 

Call  1  800  833  0046,  ext.  2903,  dept.616J03  to  place  a  credit-card  order 

 The  Value  line  Inwslmcnl  Survey,  711  3rd  Avenue,  NY,  NY  1001 7-4064   


FREE  -  Of  the  nation's 
BUSINESS  OPPORTUNITIES     '  C0PY  #1  investment  Letter 


Informed  investors  read  the 
Dick  Davis  Digest  to  get  stock 
picks  &  market  analysis  from 
top  industry  leaders. 

Brokers  insist  on  it. 
Serious  investors  swear  by  it. 
Calf  for  your  free  issue  today! 
1-800-654-1514  ext.1 156 


TELECOMMUNICATIONS 

An  entire  new  field  of  opportu- 
nities has  opened  for  people 
with  vision. 

•  SMTR  equity  buildouts 

•  PCS  bidding  syndicates 
$16,000  risk  capital  required. 
rRA  8c  self  directed  pension 
plan  qualified.  For  more  info: 

1-8OO-7BO-88B0 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
tDlhlUktrc    CaliyWrlte  lor  FREE  KFT: 

rWvvis/rv       P.O.  Box  484-FB 
I  «    7         Wilmington,  DE  19809 

800-321-CORP  •  302-652-6532 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-600-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


SNARING 


IS  CARING 


Business 
Partner 
$150,000+ 

I  ik-oiim-  1'oOiif inl 

Attorney  offers 
opportunity  for  local 
(non-attorney) 
partner  to  operate 
branch  operation. 
Lucrative  business 
(not  a  franchise) 
offers  unique  service 
in  multi-billion  dollar 
market.  Candidates 
must  be  bondable, 
have  outstanding 
references,  good 
communication  skills 
and  $12,000  start-up 
capital.  No  selling. 
Begin  part-time  or 
full-time.  For  full 
information,  call: 

Lisa  Morgan 
(800)  442-3390 
Mon.-Fri.,  9:00AM- 
5:30PM  CST 


BUSINESS  OPPORTUNITIES 


Brilliant 
Acquisition. 


Take  the  first  step 
towards  making  your 
dream  home  a  reality  by 
sending  for  a  Lindal 
Cedar  Homes  Planbook. 
Its  240  pages  filled  with 
over  500  color  photo- 
graphs, custom  plans, 
planning  grids,  even  de- 
sign tips.  To  order  your 
copy,  simply  send  $15 
(plus  $3  shipping)  or  call 
loll  Iree.  Add  our  video 
for  an  additional  $10. 

A  Lindal  Cedar  Homes 

1-800-426-0536 


/'<>  H<>\  2-H20. /><7>l  /)/  ), 

Seattle,  WA  98124. 
10HH0  Dyhc Road.Dept.LZl, 

Shi n  \,  H  i  .  (  aiuula  \  IV  //') 


FREE 
CATALOG 

of  business  hooks  for  .sv//r 
by  the  / :  s  Ciorcnurwnt! 
Write-  to: 

Fret  Business  <  atalog 
ii  s  Governmenl  Printing  Office 
« >ffl<  c  <>i  Marketing  Stop  sm 
Washington,  DC  20  mi 


FORBES  BINDERS 


CASE 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age They  hold  about  hall  a 
year  s  issues  Made  from  re 
mlorced  board  covered  with 
leather-like  material  in 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-m  rods 
Cases  1-S7  95  3-S21  95 
Binders  1  $9  95  3-S27  95 
ORDER  FROM  Jesse  Jones  Industries  Depi  FB 
499  East  Erie  Ave  Phila .  PA  19134  Enclose 
name  address  (no  P  O  Bon)  &  paymenl  Add  $1  pe 
unit  lor  P&H  OulsideUSA$2  50  per  unit  (U  S  lundl 
only)  Pa  rosidents  add  6%  sales  taj<  Credit  cart 
orders  call  1  800-825  669u(mm  $15)  Please  ailov 
4  to  6  weeks  tor  delivery  Satisfaction  Guaranteed 


EDUCATIONAL  SERVICES 


University  Degrees 


Salt  Paced      Homo  Study 
Associate  Bachelor  Master  Doctor 

Business  Admin.  Psychology.  Finance. 
Tech  Mgmt,  Law,  Paralegal, 
Int'l  Business.  Health  Care,  fSrT"*! 
Human  Resources  Admin  ^.^.Awi 
(800)477-2254  (24  hrs,  •SRS 
Southern  California  University  ^rjfeyv 
202  Fashlon-F,  Tustin,  CA  92880 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  00CT0RATE 
For  wort  Lift  and  Sxeoemrc 
f  i p*nence  •  No  Classroom 
Attendance  Required 

1-800-423-3244 
FAX  (310)  471-6456 
or  sand  detailed  resume 
lor  Frto  Evaluation 

Pacific  Western  University 

600  N  Stpulveda  Blvd  Dept  185  Los  Angeles  CA  90049 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/FJS  MS/MBA  PhD/JD 
|  Credit  for  work  /lite  exp  •  Accredited 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept  879  Slldell,  LA  70459-2000 


CONTRIBUTIONS 


(  ONTRIIU  TIONS  NEEDED 

Kotv.ui  Mclhixlist  ('hiin.li  and  Institute.  New  York 
City,  needs  to  raise  W>  million  lor  her  building 

fund.  She  raised  onh  \~l  million.  We  cii|o\ 
Itccdomol  worship  in  \mem.i  Welcome  tills 
Matching  Funds,  Wills,  Annuities,  Memorials. 

I. lie  insurance,  Real  estates.  Please  reply  to 
633%  1 15  Si.  NY.  NY  10025  (2l2l  662-1422; 
1 51ft l  VI -1 067  Fax  (212)  662-%% 


FORBES  MA 


PERSONAL  CARE 


PRESENTATION  EQUIPMENT 


GOLF  VACATIONS 


EXECUTIVE  GIFTS 


TOP  SWEAT 
WEEKS 

onic®  is  an  in- 
idibly  more  effec- 
e  way  to  combat 
cess  sweat  — 
Ihout  chemicals, 
sctronic  treatment 
es  6  weeks  dry- 
ss.  Reusable  —  i 
fe  &  effective  say 
medical  books, 
end  for  free  information. 

NERAL  MEDICAL  CO.  Dept   FOB  57 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


FEET 


©  IMOGEN  MED  CO 


EXECUTIVE  GIFTS 


irmanently  end  back  pain 
training  your  back  to 
operly  support  itself. 

idorsed  by  Health 
ire  Professionals 

osturEvolution 

isture 
iucation 
oducts 

Katonah  Avenue 
itonah,  NY  10536 


J0-392-0363 
84.95 


ISCELLANEOUS  FOR  SALE 


E  BUY  DIAMONDS 

Call  or  fax  G1A  info 
for  cash  offer. 
-  Any  quantity!  - 

HOUSE  OF  ONYX 

lain  St.,  Greenville,  KY  42345 

IO-844-3100or  FAX  502  +  338-9605 


sm 


LASER  POINTER 

Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 

•  1  Year  Warranty  •  <  5mW  Power 

•  Range  up  to  1 00  yds. 

•  2  AAA  Batteries  Included 

&.m: 


P.O.  Box  2712,  San  Ramon,  CA  94583 


TOLL  FREE  800-291-5511  DEPT.  8 


VOICE  MAIL 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under $300. 


Voice  Mail 
Call  Processing 
Fax-on-Demand 

1-800-947-4884 

Demo  (510)  522-1800 
FAX  (510)  522-5556 

TECHNOLOGY,  INC.  //, 


P/ices  subject  to  change  without  notice 


brbesiCapitalistTbol 

REACH  THE  PEOPLE  WHO  OWN 
WD  RUN  AMERICA  S  BUSINESS 


Great  Golf  Getaway 
On  Hilton  Head  Island 

Escape  to  an  island  paradise  for  an 
extraordinary  golf  experience.  We  offer 
tailor-made  golf  packages  with  guaranteed 
tee  times  on  more  than  20  championship 
courses.  And  NON-GOLFERS  STAY  FREE! 
Relax  in  a  luxurious  oceanfront  or  near- 
ocean  home  or  villa.  There  are  12  miles  of 
Atlantic  beach  to  enjoy,  plus  excellent 
tennis,  fine  dining,  shopping  and  many 
other  activities  to  keep  you  entertained 
day  and  night.  Call  toll-free  800-476-4885 
in  the  U.S.  and  Canada  for  rates  and  a  free 
brochure.  Island  Getaway,  P.  0.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogany  with 
handpamted  markings  and  details 

•  Over  160  models  in  stock 

•  Prxedfrom  $99  50 

•  Satisfaction  guaranteed 

Call  1-800  950  9944 


IaVI  III  III 


WOOD'S  HADING  MAfEE 
Of  FINE 
UtOSCUUTUDS 

WS5Noi*79lhSlte« 
kfltvJoleAwt.AZISW 
1601991-1811  — - 


FINANCIAL  SERVICES 


For  15  years,  the  world's 
leading  source  of  information 
on  global  derivatives  and 
currency  advisors,  reporting  the 
performance  of  more  than  500 
funds  each  month. 
Managed  Account  Reports  Inc. 

220  Fifth  Ave.,  NY,  NY  10001 
Fax  (212)  213-1870  or  call 

Lydia  Soto  at  (212)  213-6202 


FOR  INFORMATION 
WRITE  OR  CALL: 
LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 
60  Fifth  Ave.,  N.Y.,  NY  10011 

(212) 620-2440 
FAX  (212)  620-2472 


Clmijjkm  Sail  MufiSH 

LfcbW  Ytwltl^  hiumiu  UUcHti 


Flying  Cloui 


World-Cla$s  Craftsmanship 
Other  Fine  Nautical  Works  Available 

SEACRAFT™  . 

CLASSICS 

'7050  E.  Evans  Rl  Sle.  109,  Scottsdale,  U  85260 
FAX (602)  998-2314  •  (602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


INVEST  IN  HISTORY 

Who  is  your  hero? 

Lincoln,  Churchill.  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Armstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art, 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1930 
9478  W.  Olympic  Blvd.,  B.H.,  CA  902 1 2 

800-421-0754 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


^^World's  Largest  Selection  of  Audio  Books 

Bestsellers  1 

on  Cassette  f 

cz 

Full-length  " 

Readings  z 

Call  for  Free  | 

Brochure  . 


(800)  626-3333 


STREETWALKER 

EDITED  BY  THOMAS  JAFFE 

A  new  issue  with  baggage 

HERE'S  A  sign  that  the  new  issues 
market  may  be  peaking:  one  penny 
stockbroker  taking  another  public. 

The  underwriter:  Lake  Success, 
N.Y.-based  Stratton  Oakmont,  Inc. 
(Forbes,  Oct.  14,  1991),  currently 
being  sued  by  the  SEC  for  securities 
fraud  and  coercive  sales  tactics.  The 
firm  it's  taking  public:  Jersey  City, 
N.J. -based  M.H.  Meyerson  &  Co. 

The  offering  is  for  2  million  units, 
consisting  of  one  share  and  two  war- 
rants, which  will  equal  40%  of  Meyer- 
son's  equity  and  trade  o-t-c.  Expected 
asking  price:  $4  per  unit.  If  the  offer- 
ing goes  through,  and  assuming  full 
conversion  of  the  warrants,  Meyerson 
will  have  raised  $32  million. 

What  do  investors  in  the  company 
get?  According  to  die  registration 
statement,  for  the  fiscal  year  ended 
Jan.  31,  1993,  Meyerson  netted 
$823,000  (17  cents  per  pro  forma 
share  before  conversion  of  warrants) 
on  revenues  of  $16  million.  In  the 
seven  months  ended  Aug.  31,  profits 
were  $1.3  million  on  $12.6  million. 

But  only  briefly  mentioned  in 
Meyerson  &  Co.'s  registration  state- 
ment is  the  firm's  disciplinary  record. 
The  firm  was  founded  in  1960  by 
former  car  salesman  Martin  Meyer- 
son, now  62.  In  the  1970s  Marty 
Meyerson  promoted  the  shares  of  tiny 
Micro-Therapeutics,  Inc.,  which 
claimed  to  make  a  cream  that  could 
cure  male  baldness.  In  1977  the  SEC 
sued  Meyerson  and  his  brokerage  for 
manipulating  the  price  of  Micro- 
Therapeutics  stock  and  then  destroy- 
ing the  trading  records.  Seven  years 
later  they  settled  with  the  government 
after  being  found  liable  for  $1.6  mil- 
lion. More  recently  M.H.  Meyerson 
&  Co.  agreed  to  pay  fines  to  settle 
violations  for  entering  Nasdaq  quota- 
tions with  excess  spreads  and  shorting 
shares  for  a  customer  without  first 
checking  if  the  stock  in  question 
could  even  be  borrowed. 

The  public  offering  will  leave  Marty 
Meyerson  and  his  family  very  much  in 
control.  Thanks  to  some  new  super- 
voting  Class  B  shares,  the  Meyersons 
will  retain  71%  voting  control  while 
owning  just  48%  of  the  equity. 

Stratton  Oakmont  will  get  com- 
missions of  $800,000,  a  seat  on  the 
Meverson  board  and  options  to  buv 
200,000  units  for  $4.80  apiece.  But 


Meyerson  &  Co.'s  registration  state- 
ment warns  that  Stratton  Oakmont 
may-peddle  a  "significant  amount"  of 
those  units  to  its  own  retail  custom- 
ers. Buyer  beware.     -Amy  Feldman 

After  the  fall 

As  oil  service  stocks  sink  with  the 
falling  oil  price,  analyst  George  Gas- 
par  of  Milwaukee's  Robert  W.  Baird 
&  Co.  says  some  have  become  long- 
term  buys.  Three  that  he  likes  even  if 
new  drilling  prospects  remain  weak: 
$82  million  (1992  sales)  Offshore  Lo- 
gistics, Inc.;  $216  million  Oceaneer- 
ing  International,  Inc.;  $101  million 
Pride  Petroleum  Services,  Inc.  All  are 
off  around  30%  from  their  1993  highs. 

Lafayette,  La. -based  Offshore  Lo- 
gistics provides  helicopter  transporta- 
tion to  oil  platforms.  It  has  a  25% 
share  of  this  business  in  the  Gulf  of 
Mexico,  where  drilling  is  heavily 
skewed  to  natural  gas;  most  analysts 
think  gas  prices  will  hold  up  better 
than  crude  oil  prices.  Thanks  to  a  new 
contract  from  Coastal  Corp.,  Gaspar 
thinks  Offshore's  earnings  could  rise 
20%,  to  $1 .08  per  share,  in  the  fiscal 
year  ending  June  30,  1994.  Recent 
o-t-c  price:  12Vfe,  or  1 1  times  Caspar's 
estimate.  Offshore  also  has  some  $49 
million  of  cash,  or  about  $2.80  per 
each  of  its  17.6  million  shares. 

Houston -based  Oceaneering  In- 
ternational performs  maintenance 
and  inspection  services  for  drilling  in 
very  deep  water — a  fast-growing  seg- 
ment of  the  business.  It  is  the  world's 
largest  owner  of  remotely  operated 
vehicles  that  can  reach  depths  in  ex- 
cess of  10,000  feet.  Gaspar  predicts 
Oceaneering  will  earn  83  cents  a  share 
in  fiscal  1994  (ending  Mar.  31),  and 
$1.10  the  following  year.  Recently  at 
133/8  on  the  NYSE,  Oceaneering's  23.6 
million  shares  are  selling  for  only  12 
times  his  estimate  for  fiscal  1995. 

Finally,  there's  Pride  Petroleum 
Sendees,  also  of  Houston.  It  special- 
izes in  services  that  enhance  the  pro- 
ductivity of  older  wells.  Although 
weaker  oil  prices  may  discourage  or- 
ders for  such  work  in  the  U.S.,  Gaspar 
says  Pride's  strategy  of  expansion 
overseas  will  help  offset  this.  Since 
May,  Pride  has  made  two  acquisitions 
that  will  give  it  a  strong  presence  in 
the  growing  Argentinean  and  Vene- 
zuelan markets.  The  company  also  is 


picking  up  new  business  in  the  former 
Soviet  Union.  Gaspar  thinks  Pride, 
which  ran  slightly  in  the  red  in  1992, 
will  earn  20  cents  a  share  in  1993  and 
54  cents  in  1994.  Recent  o-t-c  price: 
5V8,  or  9  times  his  1994  estimate. 
There  are  16.4  million  shares. 

-Christopher  Palmeri 


A  long  shot  priced 
like  a  sure  thing 


Primadonna  Resorts'  Whiskey  Pete's 
Is  Las  Vegas  too  close  for  comfort? 


Primadonna  Resorts,  Inc.  (estimat- 
ed 1993  sales,  $144  million)  owns 
two  hotel/casinos  about  40  miles 
west  of  Las  Vegas — Whiskey  Pete's, 
which  has  a  gold  rush  theme,  and  the 
Primadonna  Resort  &  Casino,  with  a 
carnival  theme.  Situated  on  Interstate 
15,  they  are  the  first  hotel/casinos 
inside  the  Nevada  border  as  one  drives 
from  California. 

Somebody  thinks  Primadonna  will 
hit  the  jackpot.  The  company  went 
public  in  June,  selling  5.8  million 
shares  at  $18  apiece.  The  30.7  million 
o-t-c-listed  shares  doubled  to  36,  but 
have  since  backed  off  to  a  recent  27%. 

Primadonna  is  expanding  Whiskey 
Pete's  and,  in  mid-1994,  plans  to 
open  Buffalo  Bill's  Resort  &  Casino, 
adjacent  to  the  Primadonna.  All  told, 
this  will  nearly  double  Primadonna's 
hotel  rooms,  to  about  2,066,  and 
gambling  positions,  to  over  4,650. 
Also  planned:  an  arena,  a  theater,  a 
roller  coaster  and  other  rides,  and  a 
monorail  that  will  pass  over  1-15  and 
connect  Primadonna's  three  resorts. 
Total  cost:  at  least  $1 10  million. 

Analyst  Daniel  Davila  of  Boca  Ra- 
ton, Fla. -based  jw  Charles/CSG  fore- 
casts 22%  compound  annual  growth 
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PASSPORT  4500  SuperWide  RADARHASER 

Which  Gift  Is  Guaranteed  To  Delight 
WSS:  Your  Favorite  Driver? 


\ 


■  Primadonna's  earnings,  to  $1.50  a 
tare  in  1995.  But  while  Primadonna 
ay  be  a  great  entertainment  value 
r  the  family,  Davila  says  that  at  27% 
e  stock  is  overvalued.  He  notes  that 
imadonna's  market  capitalization, 
;arly  $900  million,  is  almost  5  times 
i  asset  value.  That  compares  with 
>out  3  times  assets  for  Circus  Circus 
iterprises,  2xh  times  for  Promus 
os.,  and  1  times  for  Mirage  Resorts. 
Primadonna's  problem,  says  Davi- 
,  is  that  its  locations  are  too  close  to 
is  Vegas  and  that  many  tourists  will 
efer  to  drive  an  extra  40  minutes  to 
ke  in  the  sights  of  Circus  Circus' 
lxor,  Mirage's  Treasure  Island  and 
e  like.  He  thinks  the  stock  could  fall 
low  as  15  over  the  next  18  months. 

erriflc  TRW 

ichael  Lauer  of  Kidder,  Peabody 
pounding  the  table  for  Cleveland- 
.sed  TRW  Inc.,  the  $8  billion  (esti- 
ated  1993  sales)  conglomerate.  Re- 
nt NYSE  price,  67XA.  What's  behind 
luer's  bullishness?  Accelerating 
owth,  coupled  with  a  shift  in  where 
at  growth  comes  from. 
Lauer  estimates  TRW's  automotive 
gment,  less  than  40%  of  operating 
rnings  in  1991,  will  generate  close 

70%  by  1996.  On  the  other  hand, 
ace  and  defense,  over  50%  two  years 
o,  will  be  down  to  nearly  20%  by 
en.  As  for  TRW's  information  sys- 
ms,  its  contribution  will  increase 
it  slightly  over  the  period,  to  13%. 
In  automotive,  TRW's  biggest 
owth  is  in  the  air  bag  market  (moti- 
fs, inflators  and  related  electronics). 

1993  air  bag  system  sales  will  ap- 
oach  $1  billion,  50%  over  1992,  and 
count  for  nearly  20%  of  operating 
:ome.  Lauer  thinks  that  by 
'96/1997  the  business  will  more 
an  double  in  sales  and  account  for 
nost  one-third  of  earnings.  Lauer 
fs  that  once  Europe  starts  to  recov- 
— he  thinks  in  the  second  half  of 
'94 — the  rest  of  TRW's  automotive 
•erations  (steering  and  suspension 
ars,  electronics,  seat  belts,  engine 
Ives)  will  start  coining  money. 
Lauer  estimates  trw  will  earn 
1.40  a  share  in  1993,  up  almost  12%, 
d  post  a  28%  gain,  to  $4.35,  in 
•94.  He  thinks  the  stock  will  hit  100 
er  the  next  18  to  24  months,  a  50% 
in  from  current  levels.  BR 
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WRONG  answer: 
The  traditional  necktie. 


RIGHT  answer: 
This  exaordinary 
Passport  4500! 


This  holiday,  knock  the  socks  off  your 
favorite  driver  by  giving  the  gift  guaran- 
teed to  delight:  a  Passport  4500  SuperWide 
radar+laser  detector.  Passport  4500 
provides  total  4-band  protection  from 
both  radar  and  laser  (including  SuperWide 
Ka  frequencies).  And  it  comes  with  our 
new,  exclusive  DPR  Anti-Falsing  Circuitry 
to  minimize  Ka  falsing. 

This  holiday,  choose  the  right  gift. 
Give  a  Passport  4500  SuperWide. 


ESCORT  products  are  designed  and  manufactured  in  the  USA. 


To  order,  call  toll-free: 

1-800-433-3487 

In  Canada,  call  toll-free  1-800-667-5452 
Passport®  4500  SuperWide  $229 

Free  shipping  &  handling  Ohio  res.  add  6%  sales  tax 

Ask  About  Our  Money-Back 
Holiday  Guarantee 

ESCORT 
►  Department  3010D3 
5200  Fields-Ertel  Road 
Cincinnati,  Ohio  45249 

ESCORT 

The  Innovative  Edge!" 


*    ^  Travel 
.      1+  Marketing 
Vf4  Quiz 


Q:  Where  can  your  ads  reach  people  who  travel  to  places 
that  are  sunny,  snowy,  historic,  trendy,  relaxing,  adven- 
turous, secluded,  lively,  fun,  romantic  and  beautiful? 

A:  FORBES  FYl's  Hot  &  Cool  Places  to  Go. 

This  exciting  new  direct-response  travel  section  is 
a  great  way  to  generate  quality  responses  from  FORBES 
readers:  active  travelers  who  are  constantly  seeking  out 
new  places  —  and  new  ways  to  get  there. 


FYI  Date:  March  14,  1994 

Closing  Date:  January  14,  1994 


'  *1 

jf     For  details,  call  Linda  Loren 
\  at  (212)  620-2440.  Fax:  (212)  620-2472 


ETHICS  IN  AMERICAN  BUSINESS 


Announcing 


THE  FIHST  RHKURL 
RHE  Ft  I CRH  BUSINESS  ETHICS  RUIARDS 


Presented  by  the 


American  Society  of  cm  &  chFC® 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 

in  association  with 


Forbes 


To  salute  companies  that  exemplify  a  commitment  to  ethical 
business  practices,  the  American  Society  of  Chartered  Life 
Underwriters  &  Chartered  Financial  Consultants  has  established 
the  American  Business  Ethics  Awards  (ABEA)  to  be 
presented  in  association  with  FORBES  magazine. 

A  panel  of  noted  ethicists  will  select  award  recipients  and 
engage  in  a  wide-ranging  discussion  of  key  issues  that  will 
form  the  basis  for  a  FORBES  Special  Advertising  Supplement, 
"The  Rewards  of  Doing  It  Right."  The  supplement  offers  a 
powerful  forum  for  companies  to  position  their  ethical 


programs,  comment  on  the  role  of  ethics  in  their  business 
and  industries  and  send  a  strong,  positive  message  to  their 
customers,  partners  and  employees. 

"The  Rewards  of  Doing  It  Right"  will  reach  FORBES'  765,000 
readers  and  have  a  bonus  insertion  in  Business  Ethics  magazine. 
Advertisers  will  also  benefit  from  a  special  distribution  to 
American  Society  of  CLU  &  ChFC  members,  free  reprints  for 
key  customers  and  prospects  and  an  invitation  to  attend  the 
ABEA  presentation  ceremony  at  the  Forbes  Galleries  in  New  York. 


For  more  information  about  "The  Rewards  of  Doing  It  Right,"  call  Susan  Toscani, 
Director  of  Special  Sections  Sales,  at  212-620-2269. 

Issue  Date:  March  28. 1994 
Closing  Date:  January  17, 1994 


rLHonbHUKS 

EDITED  DY  DERO  A.  SAUNDERS 


"he  more  things  change . . ." 
0  years  ago  in  Forbes 

ROM  THE  ISSUE  OF  JAN.  5,  1924) 


Kxi  appeal  to  all  organizations  of 
3or  for  funds  to  help  the  German 
ide  union  movement  maintain  itself 
the  'defender  of  democraey  against 
e  terrific  onslaughts  of  Bolshevik 
opaganda'  was  made  by  President 
^mpers  of  the  A.  F.  of  L." 

Vith  a  carefully  balanced  chassis  and 
ntle  springs,  balloon  tires  with  low- 
essure  air  offer  comfort  beyond 
scription.  They  permit  sanely  swift 
eed  on  all  roads  and  give  an  almost 
ibelievable  certainty  of  driving  con- 
d1,  obeying  the  driver's  touch 
itantly  when  other  tires  hesitate." 

0  years  ago 

*OM  THE  ISSUE  OF  JAN.  1,  1934) 

leveral  weeks  before  the  new  Ford 
is  exhibited,  A. P.  Sloan,  General 
otors  president,  announced  that 
ices  would  be  increased  on  the  new 
^neral  Motors  cars,  including,  of 
iurse,  Chevrolet.  Later  the  public 
lrned  of  increases  in  Ford  prices, 
le  order  of  these  announcements, 
seems  to  some  veterans  of  the 
dustrv,  symbolizes  the  change  that 
s  come  in  Ford's  position  in  the 
isiness." 


-lere   is  something  else  new  to 

ake  the  night  safer,  and  at  very  low 
st.  It  is  offered  as  a  defense  against 
□geymen,  barked  shins  and  bruised 
es.'  This  new  item  is  a  tiny  lamp 
"rich  provides  a  hall  or  any  other 
om  with  illumination  comparable 
moonlight." 

0  years  ago 

\OM  THE  ISSUE  OF  JAN.  1,  1944) 

<Jo  plans  [exist]  for  the  resumption 
passenger  car  output,  despite 
mors.  About  24.5  million  cars 
nly  16%  of  them  under  three  years 


of  age)  are  still  operating,  as  against 
about  28  million  (of  which  31%  were 
less  than  three  years  old)  just  before 
the  U.S.  entered  war." 


Engine-&-chas- 
sis  for  this  1924 
Pierce-Arrow 
bus  was  priced 
at  $4,600. 


"Present  odds  are  fairly  heavy  in 
favor  of  GOP  winning  control  of  the 
House  and  becoming  the  dominant 
voice  in  the  Senate.  In  the  White 
House  race,  however,  the  consensus 
of  prognosticators  is  .  .  .  Roosevelt 
again." 

25  years  ago 

(From  the  issue  of  Ian.  1, 1969) 
"The  Southland  Corp.,  a  conve- 
nience food-store  chain  based  in 
Dallas,  isn't  sure,  but  it  thinks  its  new 
icehouse  going  up  in  Ft.  Lauderdale, 
Fla.  is  the  first  new  icehouse  in  the 
nation  in  10  or  20  years.  .  .  .  Why  all 
the  attention  on  ice?  For  one  thing, 


Alaska's  Prudhoe  Bay  field,  found 
jointly  in  1968  by  Arco  and  Exxon,  may 
equal  the  Middle  East  in  reserves. 


it's  probably  the  most  profitable  item 
in  the  Southland  Corp.'s  stores,  and 
it  has  proved  to  be  the  bestselling 
product  in  Dallas  stores." 

"Rare  today  is  the  chief  executive 
officer  who  can  afford  a  relaxed,  long- 
pull  attitude.  How  can  he?  Unless  he 
has  the  absolute  confidence  of  hold- 
ers of  major  blocks  of  stocks,  he 
cannot  escape  the  fact  that  the  stock 
market  is  looking  over  his  shoulder. 
At  the  moment  it  is  looking  far  more 
closely  than  it  ever  did  in  the  past." 

"Right  now  the  worldwide  con- 
struction-equipment market  is 
between  $4.5  billion  and  $5  billion  a 
year  and  is  growing  at  a  6%  to  8% 
annual  rate.  This  is  why  companies 
like  General  Motors,  Deere  &  Co. 
and  others  are  trying  to  expand  in  this 
business  so  far  dominated  by  Cater- 
pillar Tractor." 

10  years  ago 

(From  the  issuf;  of  Ian.  2, 1984) 
"If  1983  wasn't  the  best  of  times  [for 
retailing],  it  was  a  reasonable  facsimile. 
Fueled  by  the  economic  recovery  and 
growing  consumer  confidence,  dollar 
sales  in  the  nation's  major  general- 
retailing  chains  showed  gains  of  15% 
and  better  over  the  year  before.  Better 
yet,  the  dramatic  slowdown  in  the  push 
on  costs  and  lower  interest  rates,  which 
slashed  the  costs  of  earn  ing  inventory, 
produced  a  profit  bonanza." 

"Big  Brother's  got  all  our  numbers. 
By  means  of  those  numbers  on  plas- 
tic and  in  the  computer,  all  sorts  of 
Brothers  can  and  often  do  know 
more  about  everyone  than  one's 
family  and  best  friends.  Your  credit 
rating,  your  driving  record,  your 
travels,  your  income,  your  health, 
your  insurance,  mortgage — you 
name  it,  it's  in  somebody's  com- 
puter somewhere." 

"In  this  issue  Malcolm  S.  [Steve] 
Forbes  Jr.  makes  his  annual  econom- 
ic predictions.  It's  certainly  fair  to  ask: 
How  did  the  predictions  Steve  made 
last  year  turn  out?  Well  enough  to 
earn  Steve  his  third  Crystal  Owl,  an 
award  given  each  year  to  the  business 
writer  whose  entries  in  a  contest 
sponsored  by  U.S.  Steel  Corp.  come 
nearest  to  the  mark."  H 
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How  can  you  avoid  people 
who  say,  "Let  mc  tell  you," 
and  then  do? 

Most  everyone  wants  to  do 
what's  fair,  right,  and 
good,  but  knowing  what  is 
is  often  the  tough  part. 

Unless  you're  serving 
time  there's  never  enough 
of  it. 

The  difference  between 
men  and  boys  is  the  price 
of  their  toys. 

How  in  heck  are  they 
handling  their  surplus 
population  in  Hell  these 
days?  Maybe  by  the  time 
you  and  I  are  in  the  queue 
there  won't  be  room  for  us. 

-Malcolm  Forbes 


A  Text... 

Ye  that  say,  today  or 
tomorrow  we  will  go  into 
such  a  city,  and  continue 
there  a  year,  and  buy  and 
sell,  and  make  gain: 
Whereas  ye  know  not  what 
shall  be  on  the  morrow. 
For  what  is  your  life?  It 
is  even  a  vapour,  that 
appeareth  for  a  little  time, 
and  then  vanisheth  away. 
-James  4:13-14 


Sent  in  by  Lynn  Badler,  El  Ca- 
jon,  Calif.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Observatory:  A  place  where 
astronomers  conjecture  away 
the  guesses  of  their 
predecessors. 
-Ambrose  Bierce 

Our  sun  is  one  of  1 00  billion 
stars  in  our  galaxy.  Our 
galaxy  is  one  of  the  billions 
of  galaxies  populating 
the  universe.  It  would  be  the 
height  of  presumption  to 
think  that  we  are  the  only 
living  things  within  that 
enormous  immensity. 
-Werner  von  Braun 

The  whole  of  science  is  nothing 
more  than  a  refinement 
of  everyday  thinking. 
-Albert  Einstein 

Science:  a  first-rate  piece  of 
furniture  for  a  man's  upper 
chamber,  if  he  has  common 
sense  on  the  ground  floor. 

-Oliver  Wendell  Holmes  Sr. 


The  universe  is  full  of 
magical  things  patiently 
waiting  for  our  wits  to 
grow  sharper. 
-Eden  Phillpotts 

Science  is  the  knowledge  of 
consequences,  and  dependence 
of  one  fact  upon  another. 

-Thomas  Hobbes 

A  new  scientific  truth  does 
not  triumph  by  convincing 
its  opponents,  but  rather 
because  its  opponents  die, 
and  a  new  generation  grows 
up  that  is  familiar  with  it. 
-Max  Planck 


More  than  3,000  "Thoughts"  have  been  collected  in 
a  hardcover  edition  bound  in  green  and  gold.  To  order, 
send  $27.50  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  Iowa  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 
For  faster  service  call  1-800-234-4553  and  charge 
to  your  credit  card. 


We  have  to  live  today  by 
what  truth  we  can  get  today 
and  be  ready  tomorrow  to 
call  it  falsehood. 
William  James 

It  is  a  mistake  to  believe 
that  science  consists  in 
nothing  but  conclusively 
proved  propositions,  and 
it  is  unjust  to  demand  that 
it  should.  It  is  a  demand 
made  by  those  who  feel  a 
craving  for  authority  in  some 
form  to  replace  the  religious 
catechism  by  something  else, 
even  a  scientific  one. 
-Sigmund  Freud 

The  simplest  schoolboy  is 
now  familiar  with  truths 
for  which  Archimedes  would 
have  sacrificed  his  life. 

-Ernest  Renan 

Science  has  always  promised 
two  things  not  necessarily 
related — an  increase  first 
in  our  powers,  second  in  our 
happiness  and  wisdom;  and  we 
have  come  to  realize  that 
it  is  the  first  and  less 
important  of  the  two  promises 
which  it  has  kept  most 
abundantly. 
-Joseph  Wood  Krutch 

The  danger  of  the  past  was 
that  men  became  slaves.  The 
danger  of  the  future  is  that 
men  may  become  robots. 
-Eric  Fromm 

In  art  nothing  worth  doing 
can  be  done  without  genius;  in 
science  even  a  very  moderate 
capacity  can  contribute  to 
a  supreme  achievement. 
-Bertrwd  Russell 

If  I  have  been  able  to  see 
farther  than  others,  it  was 
because  I  stood  on  the 
shoulders  of  giants. 

-Isaac  Newton 
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Introducing  The  Toyota 
Couch  Lease.  In  Todays  Economy 
Its  Perfect  Timing. 


mommiCH 

EASE 


There's 
never  been 
a  better 


In  other  words,  you're  only  pay- 
ing for  what  you  use.  It's  that  simple. 


leasing,  you'll  get  more  out  of  a 
Toyota.  Here's  why: 


le  to  lease  a  Toyota  than  now 

Why?  You  ask.  Simple. 

It's  called  the  Toyota  Touch 
ise.  It's  a  plan  designed  to  let  you 
se  any  Toyota.  From  the  rugged 
unner  and  the  sophisticated 
mry  to  our  tough,  dependable 
icks  and  the  all-new  totally 
iesigned  Celica.  And,  of  course, 
:rything  in  between. 

Now  before  we  go  on,  let's  briefly 
ich  upon  how  a  lease  works. 

When  you  lease  a  vehicle,  you 
/  for  the  difference  between  the 
tial  cost  of  the  vehicle  and  its 
)jected  value  at  lease  end  (rather 
m  the  entire  cost  of  the  vehicle). 


oyota  Quality 


ow  Monthly 
Payments 


What  separates  the  Toyota  Touch 
Lease  from  all  other  lease  plans  is 
what's  built  into  every  Toyota. 
Attention  to  detail.  Every  member  of 
Toyota's  organization  is  committed 
to  giving  you  a  better  product.  It's 
what  we  call  Toyota  quality.  And 
that's  where  it  all  begins. 


igh  Resale  \alue 


Toyotas  have  been  known  to 
retain  more  value  than  most  com- 
petitive vehicles. 

Simply  put,  when  it  comes  to 


Because  of  Toyota's  high  resale 
value  there's  less  depreciation  which 
means  low  monthly  payments.  What 
this  does  for  you  is  a  variety  of 
things.  Like,  for  instance,  it  can  help 
you  get  the  options  you've  always 
wanted.  Or  perhaps,  it  can  make  that 
dream  car  a  reality 

The  Toyota  Touch  Lease.  It  may  just 
be  the  perfect  time  for  you  to  get  aToyota. 

For  more  information  on  the 
Toyota  Touch  Lease  Plan,  please  call 
1-800-GO-TOYOTA. 

®  TOYOTA 

"I  love  what  you  do  for  me" 


Now^bu  Can  Lease  Any  Toyota. 


-And  Everything  In  Between 


our  participating  Toyota  dealer  for  details  Buckle  Up'  Do  it  for  those  who  love  you. 


©1993  Toyota  Motor  Sales,  USA.,  Inc. 


Global  Performance 
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Capital  Raising 


Over  $110  billion 


in  new  capital  raised 


for  clients  worldwide 


to  date  in  1993 


'Source:  Securities  Data  Company 


g±B  CS  First  Boston 

One  Firm    One  Name    One  Mission 


here  litigation  poisons  business— ranking  the  states 


1979:  TECHNOLOGICAL  LEAP. 


1994:  FORWARD  TWO-AND-A-HALF 
SOMERSAULT  WITH  A  TWIST. 


In  1979,  Saab  introduced  an  un- 
orthodox new  sports  sedan  des- 
tined to  influence  carmaking  for 
years  to  come. 

It  was  called  the  Saab  900  and  it 
offered  front-wheel  drive,  a  turbo- 
charged  engine  and  a  rigid  safety  cage 
long  before  most  other  cars. 

Today  we're  introducing  the  spring- 
board for  a  whole  new  era  of  Saab 
technology,  the  all-new  900. 


It's  available  with  a  muscular  new 
four-cam  V6*  that  elevates  the  900's 
long-standing  credentials  as  a  true 
driver's  car. 

This  is  also  the  safest  900  ever 
built,  with  dual  air  bags,  a  50%  stiffer 
body  and  a  new  "Safeseat"  design  in- 
corporating three-point  safety  belts 
and  anti-submarining  ramps  for  all 
three  rear  passengers. 

In  short,  with  more  than  a  dozen 


patents  pending,  the  Saab  900  isn't 
just  a  new  car  but  a  new  invention. 

To  experience  the  Saab  that  Car 
and  Driver  calls  "...the  company's  best 
car  in  44  years,"  test-drive  the  new 
900,  or  call  toll-free  800-582-SAAB 
for  complete  information. 


THE  NEW  SAAB  900S.  $20,9901 

•THE  NEW  900  IS  AVAILABLE  WITH  AN  OPTIONAL  .  -4  VALVE  V6  OR  A  STANDARD  16-VALVE.  2  3-LITER  ENGINE  'MSRP.  EXCLUDING  TAXES. 
LICENSE.  FREIGHT.  DEALER  CHARGES  AND  OPTIONS  PRICES  SUBJECT  TO  CHANGE  SUBJECT  TO  AVAILABILITY  ©  1993  SAAB  CARS  USA.  INC. 
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CERTIFICATE 


I  want  to  tell  you  about  the  most  lasting, 
loving  gift  of  financial  security 
that  I  have  ever  come  across. 
The  Ultimate  Gift  Certificate  truly  is 
the  gift  that  lasts  beyond  a  lifetime." 

Dick  Clark 


As  Dick  Clark  discovered  when  he  purchased  the  first 
Ultimate  Gift  Certificate,  it  is  the  most  revolutionary, 
enduring  and  loving  gift  ever  made  available  for  family 

and  loved  ones. 

A  $1,000,000  Gift  Certificate,  costing  as  little  as  $142,000*, 
can  provide  a  legacy  of  wealth  for  your  children,  your 
grandchildren,  a  relative,  friend,  trusted  employee  or  even 
your  favorite  charity.  This  unique  Gift  Certificate  is  backed 
by  a  $1,000,000  insurance  policy,  underwritten  by  American 
General  Life,  which  can  potentially  increase  the  value  of  your 
estate  up  to  10  times  its  original  value  upon  your  death. 

Available  for  individuals  in  $50,000  to  $5,000,000 
Gift  Certificates  with  payments  of  one  to  ten  or  more  years. 

Call  toll-free  for  more  detailed  information  on  how 
The  Ultimate  Gift  Certificate  can  work  for  you. 


$1,000,000 

Gift  Certificate 


1-800/977- GIFT  (977-4438) 


Age 

Cost* 

60 

$142,000 

65 

$193,000 

70 

$266,000 

75 

$335,000 

80 

$438,000 

85 

$600,000 

1 


Wealth  Creation  Centerssm 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


1901  Avenue  of  the  Stars,  Suite  500,  Los  Angeles,  CA  90067 


This  is  a  paid 
endorsement. 


'Based  on  a  last-to-die  universal  life 
insurance  policy  issued  by  American 
General  Life  Insurance  Company,  Houston. 
Texas,  policy  form  no  91 106; on  a  male  and 
female,  nonsmoker;  with  current  expense 
charges, interest  and  cost  of  insurance  rates, 
an-,  of  which  any  change  and  affect  policy 
values.  Actual  policy  values  also  depend 
upon  medical  underwriting  results  (In 
New  York  American  General  l  ife  Insurance 
(  .  impany  of  New  York.  Syracuse.  NY.  policy 
form  no  89106.  Policy  values  may  differ  ) 
Individual  policies  are  available 


Underwritten  by: 

American  General  Life 

Houston,  Texas 

A  Subsidiary  of  American  General  Corporation 


A++  A.M.  Best 

AAA  Standard  &  Poor's 

AAA  Duff  &  Phelps 


©1994 


ET  RICH  SLOW.  THAT  HAS  BEEN  OUR  PHILOSOPHY  FOR  THE  PAST 
148  YEARS.  IT'S  ONE  THAT  HAS  ENABLED  US  TO  PAY  DIVIDENDS  ON 
WHOLE  LIFE  POLICIES  CONTINUOUSLY  TH ROUGH  EVERY  STOCK 
MARKET  CRASH,  DEPRESSION.  RECESSION,  AND  BOTH  WORLD 
WARS.  IT  ALSO  GAVE  US  THE  WISDOM  TO  AVOID  THE  REAL  ESTATE 
TRAP  THAT  BEFELL  MANY  INVESTORS  DURING  THE 
MONEY-MAD  EIGHTIES.  WE  HAVE  AEWAYS  BELIEVED  UjUUl 
IN  QUALITY  CONSERVATIVE  JUDGMENT.  NOT  BRASH  AND  FLASH. 
SO  AT  A  TIME  WHEN  COUNTLESS  OTHERS  WERE  RUNNING  HEAD- 
LONG INTO  FORECLOSURE,  WE  WERE  INVESTING  PRIMARILY  IN 
INVESTMENT-GRADE,  FIXED-INCOME  SECURITIES.  ALL  THE  WHILE 
MAINTAINING  A  PROFITABLE  PRESENCE  IN  SELECTIVE  REAL  ESTATE, 
VENTURE  CAPITAL,  ENERGY  AND  CONVERTIBLE  SECURITIES.  AS  A 
RESULT,  OUR  CLIENTS  HAVE  CONTINUED  TO  PROSPER  AT  A  TIME 
WHEN  MANY  OTHERS  HAVEN'T.  Jg||L  TO  FIND  OUT  HOW  YOU 
TOO  CAN  PROFIT  FROM  SUCH    jijljk  THINKING,  CALL  US  AT 
1-800-695-4331.  BECAUSE  WHEN   IgjpS   IT  COMES  TO  INVESTING. 

THAT'S  NEW  YORK  LIFE. 


Life  Insurance  -  Annuities  ~  Group  Benefits  ~  Pensions 
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If  one  point  could  mark 
the  beginning  of  the  intel 
lectual  turning  of  the 
tide  that  made  later  polit 
ical  changes  possible, 
it  was  the  publication  of 
"The  Road  to  Serfdom" 
by  Friedrich  A.  Hayek 
50  years  ago. 

tamam  60 


Litigiousness 
can  be  predicted 
by  geography. 
Six  of  the  ten  most 
litigious  states 
are  in  the  North- 
east. Seven  of 
the  ten  least  liti- 
gious are  in  the 
Rocky  Mountains 
or  the  Midwest. 
m—m  70 


Levis  retail  at  $80  and  up 
overseas.  You  can  buy  the 
same  item  here  for  $29.99. 
HBH  44 


ON  THE  COVER 


A  Road  To  Hell  Paved  With 

Good  Intentions  60 

By  Thomas  Sowell 

Communism  and  fascism  are  dead, 
but  the  collectivist  vision  that 
spaw  ned  them  is  alive .  Which  is  why, 
50  years  on,  people  still  need  Fried- 
rich  Hayek's  Road  to  Serfdom. 

Where  Litigation  Poisons 
Business  70 

By  David  Frum  and  Frank  Wolfe 
Getting  sued  is  becoming  one  of  life's 
inevitabilities.  But  it's  less  inevitable 
in  some  states  than  in  others. 

Levi  Strauss  Goes  For 

The  Margins  44 

By  Nina  Munk 

Overseas,  Levis  sell  for  more  than 
double  their  U.S.  retail  price.  Therein 
lies  the  key  to  the  jeansmaker's  future. 

How  To  Cut  Your  Own 

CD-ROM  92 

By  David  C.  Churbuck 

Home  brewing  a  multimedia  CD- 
ROM  is  not  for  the  fainthearted,  but 
it  can  be  done. 


Montgomery  Ward  47 

By  Marcia  Berss 

Bernie  Brennan  saved  Montgomery 
Ward  from  oblivion,  but  his  people 
skills  leave  something  to  be  desired. 


Gambling 

By  Graham  Button  and  Rita  Koselka 

It's  no  pretty  sight  in  Louisiana. 


48 


69 
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Seagull  Energy 

By  Christopher  Palmeri 

Barry  Gait  doesn't  like  a  lot  of  debt, 
but  neither  does  he  want  to  stop 
expanding  his  natural  gas  holdings. 


AutoZone 

By  William  Stern 

Why  would  a  third-generation  grocer 
go  into  the  auto  parts  business?  Same 
reason  Willie  Sutton  robbed  banks. 

Television  Deals  79 

By  Norm  Alster 

Prices  of  old-fashioned  broadcast 
television  stations  are  jumping  again. 

AES  Corp.  83 

By  Carol  M.  Cropper 

Stymied  in  the  U.S.,  Roger  Sant  is 
building  clean  power  plants  abroad. 

Up  &  Comers: 

John  B.  Sanfilippo  &  Son  84 

By  Gary  Samuels 

lust  look  what  Jasper  Sanfilippo  is 
doing  with  private-label  nuts. 

For  Sale: 

Granite  Wear  85 

By  Nancy  Rotenier 

Love  skiing — and  hard  work?  Here's  a 
business  that  might  interest  you. 
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Citi  Uber  Alles 

By  Richard  C.  Morais 
Citibank  has  been  teaching  Germ 
bankers  about  customer  service. 
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George  Soros,  Meet  A.W.  Jones 

By  Dyan  Machan  and  Riva  Atlas 
Not  since  the  Sixties  has  so  much 
money  flowed  into  hedge  funds.  Re 
member  how  the  Sixties  ended? 

Dr.  Doom  Is  Smiling  781 

By  Robert  Lenzner 

Interest  rate  seer  Henry  Kaufman  was 
too  bearish  in  the  Eighties.  He  might 
have  been  wrong  then,  but  he  was 
spectacularly  right  in  1993. 
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The  Funds: 
Paying  The  Piper 

By  Jason  Zweig 
Can  you  get  brokers  to  sell  a  no-load| 
mutual  fund?  Piper  Jaffray  is  trying. 
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The  Funds: 
Mortgage  Man 

By  Jason  Zweig 
Most  investors  would  be  wise  to  steer 
clear  of  mortgage-backed  securities, 
except  through  a  mutual  fund. 
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For  the  last 
decade  or  so,  a  lot  of 
companies  have  been 
waltzing  out  their 
versions  of  the  IBM® 
clone.  Some  have 


PC  revolution. 


bells,  some  have 
whistles,  but  peek 
under  the  fancy  tent 
and  all  you  see  are 
the  same  old  boxes. 

We  decided  that 
our  PCs  were  going 
to  be  different. 
Beyond  cloneware, 
beyond  what  every- 
one else  says  can  and 
may  be  done.  It's  time 
someone  stepped 
beyond  the  box. 

Beyond  the  box 
means  different 
thinking.  After  a 
quarter  century  of 
making  computers, 
we  know  you  need 
more  than  just  a  box 


to  sit  on  your  desk. 
You  need  the  right 
technology,  you  need 
a  plan  for  growth, 
you  need  networks, 
software,  training, 
service,  dependabil- 
ity, value  and  a  long- 
term  commitment. 

Beyond  the  box 
means  expandable 
into  the  future.  Don't 
get  boxed  in  by  a  sys- 
tem that  can't  grow 
with  you  or  keep  up 
with  the  changes  in 
the  state  of  the  art. 

Our  brand-new 
DECpc™  XL  line 
boasts  the  fastest  PCs 
of  their  class  and  each 
is  broadly  expandable; 


from  i486  chips  to 
Pentium  technology, 
including  Pentium 
processors  not  yet  on 
the  market. 

Beyond  the  box 
means  networking. 
And  who  better  to 
help  you  than  the 
pioneer  and  leader  in 
the  field,  with  our 
client-server  strategy 
and  network-certi- 
fied PCs. 

Beyond  the  box 
means  a  range  of 
PCs.  When  we  speak 
of  Digital  PCs,  we're 
talking  about  a  broad 
variety  of  over  thirty 
models,  from  the  best 
built,  low-cost  desk- 


thr< 


oug 


hth 


e 


tops  th  rough  note- 
books, microtowers, 
and  servers. 

Beyond  the  box 
means  choice  of 
architecture.  You 
can  continue  with 
CISC  or  switch 
to  RISC,  taking 
whatever  path 
makes  sense. 

Beyond  the 
box  means  ser- 


vice. 


O 


ur  service 


team  of  more  than 
30,000  dedicated 


^  took  notes 


people  are  on  call, 
onsite  and  remote, 
around  the  clock, 
around  the  world. 
Many  of  our  cus- 
tomers rely  on 
Digital  to  service  all 
of  their  equipment, 
regardless  of  its 
manufacturer. 


If  you've  been 
following  the  PC 
industry,  give  us  a  call 
and  find  out  how  we 
intend  to  lead  it.  With 
value,  reliability, 
service,  networking, 
heritage,  technology 
and  thinking  that  are 
beyond  the  box. 


Call  1-800-254-6659. 

Please  reference  BPY  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 
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Bey  on  d  the  b  OX. 


O  DIGITAL  KQUIPMKNT  CORPORATION  1994  The  DIGITAL  logo  and  DBCpc  are  trademarks,  and  Beyond  The  Box  IS  a  service  mark,  ol  Digital  Ko,uipment  Corporation 
Pentium  and  i486  are  trademarks  of  Intel  Corporation.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation. 
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"Lucidly,  I  have  a  thick  skin" 

Its  1994.  Why  is  Forbes  celebrating  on  its  cover  a  book  written  ha 
a  century  ago  by  one  of  those  dreadful  Dead  White  European  Male 
Because  the  1944  publication  of  Friedrich  Hayek's  Road  To  Serfdo, 
marked  the  beginning  of  a  major  turn  in  modern  history  and  w| 
could  not  let  its  50th  anni- 
versary go  unnoticed.  This 
rather  dense  work  by  an 
Austrian-born  economist  is 
still  in  print  and  much  read, 
having  sold  some  1  million 
copies  in  the  U.S.  and  Brit- 
ain. In  the  fall  University  of 
Chicago  Press  plans  a  new 
edition,  the  book's  30th 
printing. 

Hayek  shows  that  fas- 
cism and  socialism  were  not 
opposites  as  most  people 
thought  in  1944  but  just 
different  styles  of  despotism.  He  shows  that  governments  redistrit 
uting  the  wealth  and  dictating  economic  behavior  are  not  movin 
mankind  forward  but  backward.  Fifteen  years  ago,  in  an  intervie 
with  Forbes,  Hayek  updated  his  thesis,  saying:  "  [Today]  socialis' 
seek  to  achieve  their  aim  not  by  central  planning  but  by  redistribu 
tion  via  taxation."  This  view  was  and  is  anathema  to  politicians  hot  tj 
use  government  force  to  achieve  what  they  claim  is  social  justice.  Tn 
intellectual  establishment  launched  vicious  personal  attacks  a 
Hayek  and  in  1944  made  it  difficult  for  him  to  find  an  Americai 
publisher.  As  Hayek  later  told  Forbes:  "Luckily,  I  have  a  thick  skin. 

In  the  foreword  to  the  first  U.S.  edition  of  Serfdom,  Johj 
Chamberlain  wrote:  "[Hayek]  is  more  American  than  the  moderj 
Americans."  True  perhaps  in  1944,  but  we  have  a  feeling  that  i| 
1994  many  Americans  are  coming  home  to  Hayek  and  to  h 
traditional  version  of  liberalism.  In  the  eloquent  essay  that  begins  oj 
page  60,  scholar  and  author  Thomas  Sowell  explains  why  Hayekl 
ideas  matter  to  all  of  us  in  1994.  (If  you  want  to  read  Serfdom  an 
your  local  bookstore  lacks  it,  call  University  of  Chicago  Press  at  31^ 
568-1550,  or  contact  Laissez  Faire  Books  at  800-326-0996  or 
938  Howard  Street,  No.  202,  San  Francisco,  CA  94103.) 


Pure  Robin  Hood 

Speaking  OF  redistributing  INCOME,  it's  not  only  governmem 
that  do  it.  Peter  Brimelow  shows  how  colleges  levy  progressive  taxe 
on  the  wealth  and  the  incomes  of  the  middle  class.  Read  why  on 
college  chieftain  crows:  "Our  policy  is  total  Robin  Hood."  An 
learn  why  the  system  discourages  saving. 

"Taxation  without  representation"  starts  on  page  74.  On  th 
subject  of  taxes,  the  legal  profession  also  imposes  informal  levies  a 
the  public,  but  unequally,  by  states.  David  Frum  and  Frank  Woli 
survey  the  nation  and  identify  those  states  where  business  is  mo: 
vulnerable  to  predatory  lawsuits.  "If  you  gotta  get  sued,  get  sued  ii 
Utah"  begins  on  page  70. 

( — '  Editor 
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1991  United  Parcel  Service  of  America,  Inc.  "See  UPS  Air  Service  Guide  for  guarantee  details. 


Calms  children.  Calms  adults. 


Kids  can  have  tantrums  over  anything.  Adults,  however,  tend  to  lose  their  cool  when  sending 
lportant  packages.  So  we  suggest  using  UPS  Next  Day  Air!1  Only  UPS  offers  guaranteed  tracking 


id  guaranteed  10:30  a.m.  delivery  for  up  to  35%  less  than  other  companies  charge*.  And 

Lat  should  pacify  just  about  everyone.  The  package  delivery  company  more  companies  count  on." 


For  prompt  pick-up  of  your  urgent  package  call  1-800 -PICK-UPS. 


©1993  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A..  Inc.  Lexus  reminds  you 


sors  and  accelerometers.  We  place  these  devices  throughout  the  body- in 
imy-to  monitor  the  force  of  impact  these  areas  receive  in  a  crash. 


We  crash-test  dummies  of  many  different  shapes  and  sizes,  since 
the  people  who  drive  Lexus  automobiles  come  in  all  different  shapes  and  sizes. 
When  it  comes  to  safetv.  one  size  does  not  fit  all. 


In  the  realm  of  safety  crash-testing,  man  is 
not  the  measure  of  all  things.  Dummies  are. 
So  it  follows  quite  logically,  the  better  the 
dummy,  the  better  the  car. 

At  Lexus,  we  employ  what  could  be  re- 
ferred to  as  the  intelligentsia  of  crash-test  dum- 
mies. After  all,  they  are  extremely  sophisticated 
machines  that  can  do  more  than  simply  take  a 
hit.  In  fact,  they're  designed  to  act  human.  As 
such,  they  can  think.  (They  are  equipped  with 
computers.)  And  they  can  feel.  (They  are  wired 
with  sensors  and  accelerometers,  placed  at 
strategic  points  throughout  the  body.) 

Above  all,  our  dummies  are  designed  to 
help  save  lives,  by  showing  us  how  our  cars  can 
better  protect  the  people  who  ride  in  them. 

So  while  it's  still  impossible  for  us,  or  any 
other  carmaker  for  that  matter,  to  build  an 
automobile  that  will  guarantee  your  survival 
in  an  accident,  you  can  be  assured  of  one 
thing:  Our  crash-test  dummies  are  trying 
everything  humanly  possible. 


The  Relentless  Pursuit  Of  Perfection. 


ill  speed  laws.  For  more  information,  call  800-872-5398  (800-VSA-I.EXi'S). 
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Real  conversion 

Converting  an  entrenched  defense 
business  into  commercial  use  isn't  as 
easy  .is  some  people  think.  Consider 
the  idea  posed  not  long  ago  to  Ray 
theon  Corp.  Chief  Executive  Dennis 
Picard:  Why  not  convert  Raytheon's 
missile  works  in  Andover,  Mass.  into  a 
refrigerator  plant?  For  one  thing,  says 
Picard,  the  people  in  Iowa,  where 
Raytheon  makes  its  Amana  refrigera 
tors,  might  take  issue  with  the  idea. 
"And  if  we  built  twice  as  many  refrig 
erators,"  he  adds,  "the  question 
comes  up:  Where's  the  market?" 

Raytheon  has  a  history  of  success 
fully  capitalizing  on  its  defense  tech- 
nology to  diversify  into  commercial 
businesses  (Oct.  15,  1990).  But  until 
recently  Wall  Street  didn't  seem  to 
notice.  Now,  in  an  era  of  shrinking 
defense  budgets,  the  company  is  final- 
ly getting  respect.  Raytheon  stock,  at 
a  recent  67,  has  doubled  since  the  fall 


Raytheon  Chief  Executive  Dennis  Picard 
His  priority  is  acquisitions. 


of  1990. 

Here's  an  example  of  why  that's 
happening.  Raytheon  has  taken  mi- 
crowave integrated  circuits — a  radar 
technology  it  developed  for  its 
ground  based  missile  defense  sys- 
tems and  is  using  them  in  a  global 
satellite  communications  network 
called  Iridium.  Under  a  roughly  $300 
million  contract  from  the  project's 
chief  architect,  Motorola,  Raytheon  is 
building  mien  wave  antennas  for  I  rid 
ium  at  its  Andover  plant. 

Last  year  about  36%  of  Raytheon's 
$695  million  in  estimated  earnings 
came  from  commercial  businesses, 
versus  25%  of  $557  million  in  1990. 
Picard  hopes  that  by  1995  around 


50%  of  profits  will  come  from  th 
commercial  side. 

Since  last  June,  Raytheon  has  an 
nounced  two  big  civilian  acquisition1) 
British  Aerospace's  corporate  jet  busi 
ness,  for  $372  million,  and  the  ehgj 
neering  and  construction  unit  of  En 
serch  Corp.,  for  $210  million. 

But  with  debt  only  about  24%  d 
capital,  Raytheon  is  still  highly  liquid 
While  raising  the  quarterly  dividem 
(currently  35  cents  a  share)  or  buyinj 
back  stock  is  possible,  ''Our  priority  il 
acquisitions,"  says  Picard. 

Sneak  attack 

FOR  YEARS  the  [RS  has  crusaded,  witl 
mixed  success,  to  have  folks  workinj 
as  independent  contractors — every 
one  from  exotic  dancers  to  copy  edi 
tors — reclassified  as  employees  (Fffl 
15,  1993).  The  reason:  Independen 
contractors  have  more  opportunity  tc 
underreport  income  and  to  exagger 
ate  deductions. 

Tucked  away  in  President  Clinton' 
massive  health  care  reform  bill  an 
provisions  that  would  greatl* 
strengthen  the  [RS''  hand.  How  so?  It 
1978  Congress  blocked  the  IRS  from 
writing  new  rules  on  independen 
contractors  and  created  safe  harbor 
allowing  certain  workers  to  be  inde 
pendent  contractors. 

The  Clinton  bill  unleashes  the  ir. 
to  write  rules  again,  narrows  the  safi 
harbors,  and  even  raises  the  penaltie 
for  failing  to  report  payments  to  ai 
independent  contractor.  Under  tin 
current  law,  for  example,  workers  car 
be  treated  as  independent  contractor: 
if  the  industry  and  the  company  ha: 
always  treated  them  that  way.  Unde 
Clinton's  bill,  the  [RS  can  simply  write 
a  new  rule  banning  a  long-standing 
industry  practice. 

Predictably,  the  Small  Businesi 
Legislative  Council  and  the  Nationa 
Association  for  the  Self- Employed  an 
up  in  arms.  But  the  ERISA  Industrj 
Committee  (erh  ),  representing  12S 
of  the  nation's  largest  companies,  i: 
upset,  too.  As  they  downsize,  bit 
companies  are  turning  more  periph 
eral  operations  over  to  independen 
contractors  and  small  businesses,  say 
ERIC  President  Mark  Ugoretz.  "Thi 
has  nothing  to  do  with  health  can 
coverage.  It's  about  the  federal  gov 
ernment  controlling  business  rela 
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treat  symptomatic  benign  enlarged  prostate: 

inally,  a  medicine  that  can  shrink  the  prostate. 

PROSCAR: 

(FINASTERIDE) 

til  recently,  there  wasn't  a  med- 
le  that  could  help  the  condition 
own  as  symptomatic  benign 
>state  enlargement  or  BPH.  But 

iv  there  is  PROSCAR,  the  first  oral 
;scription  medicine  that  can 
ink  an  enlarged  prostate. 

wever,  it  is  important  to  know  the 
owing:  PROSCAR  doesn't  work 
everyone.  Even  though  your 
estate  may  shrink,  you  may  not 
an  improvement  in  urinary  flow 
symptoms.  And  you  may  need  to 
e  PROSCAR  for  6  months  or  more 
•ee  whether  it  helps  you. 

ow  PROSCAR  can  shrink  an 
enlarged  prostate. 

a  man  ages,  a  key  hormone  can 
p  cause  the  prostate  to  grow. 
)SCAR  actually  blocks  the  pre- 
dion of  this  hormone,  so  it  helps 
ink  the  prostate  to  a  smaller 
3  in  many  men.  As  a  result, 
tie  men  treated  with  Proscar 
>erience  an  increased  urinary 

v  and  an  improvement  in  uri- 
y  symptoms. 

Why  you  should 
see  your  doctor  soon. 

ir  doctor  has  several  options  for 
!  treatment  of  symptomatic 
H:  watchful  waiting  (monitor- 


irostate  surrounds  part  of  the  urethra,  the  lube  that 
■s  urine  from  the  bladder.  As  the  prostate  enlarges, 
squeeze  the  urethra  and  cause  urinary  problems. 


ing  the  condition  with  regular 
checkups),  medication,  or  surgery. 
It's  important  to  see  your  doctor 
because  the  problem  doesn't  usual- 
ly get  better  by  itself.  In  many 
cases,  the  prostate  continues  to 
enlarge  and  the  symptoms  may 
get  worse.  So  if  your  urinary 
symptoms  are  bothering  you,  have 
your  family  doctor  or  a  urologist 
assess  your  condition  and  ask  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you. 

It  is  also  important  to  have  regu- 
lar checkups.  While  benign 
prostate  enlargement  is  not  cancer 
and  does  not  lead  to  cancer,  the 
two  conditions  can  exist  at  the 
same  time. 


Remember,  only  a  doctor  can  eval- 
uate your  symptoms  and  their  pos- 
sible causes.  So,  if  your  urinary 
symptoms  are  bothering  you,  don't 
wait  any  longer.  You  may  find  that 
your  enlarged  prostate  can  be 
made  into  a  smaller  problem. 

For  more  information  about 
prostate  enlargement  and 
Proscar,  call  1-800-635-4452 
today. 

TABLETS 


vJmq 

(FINASTERIDE) 
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Please  see  patient  information  on  the  following  page. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR"  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at.  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 

•  Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihvdrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 

What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  eftects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR'  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•  Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 
are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH.  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


A  MERCK 
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tionships,"  he  says,  adding:  "This 
going  to  be  an  ugly  fight." 

-Janet  Novac 

Lionized  no  more 

The  first  blow  against  Food  Lid 
Inc.  came  in  November  1992,  whs 
ABC's  PrimeTime  Live  uncovers 
charges  of  unsanitary  meat  handlin 
and  false  package-dating  at  the  Sali 
bun',  N.C. -based  chain.  Then  til 
Labor  Department  began  investiga' 
ing  charges  that  Food  Lion  pressure 
workers  to  work  "off  the  clock"  an 
violated  child  safety  laws.  The  compa 
ny  recently  settled  for  $16.2  million 
Same-store  sales,  meanwhile,  aij 
down,  and  so  are  profit  margins.  La! 
year  Food  Lion  earned  an  estimate 
$120  million,  less  than  2%  of  sale: 
versus  $205  million,  or  3.2%  of  sale! 


i  Tom  Smith, 

I  Food  Lion 
chief  executive 
In  the  South- 
west, Food  Lion 
looks  more  like 
prey  than  predator 


in  1991.  Since  early  1992,  Foo 
Lion's  stock  has  slipped  from  a  split) 
adjusted  18  to  a  recent  6. 

Big  difference  from  when  ForbE 
sang  the  praises  of  Food  Lion  Chiei 
Executive  Tom  Smith,  a  big-gami 
hunter  whose  "Extra  Low  Prices^ 
strategy  had  bagged  a  big  piece  of  th 
grocen'  market  in  the  Southeast.  WitJ 
Food  Lion  ready  to  pounce  on  ne\ 
markets  like  Florida  and  the  South 
west,  it  seemed  like  more  growth  la 
ahead  (Apr.  1,  1991). 

Turns  out  Smith  underestimated 
the  competition  in  the  Southwest 
where  Food  Lion's  stores  remain  un 
profitable.  Depending  on  how  a  nev 
marketing  campaign  goes,  it  ma; 
abandon  the  market. 

As  if  things  weren't  bad  enough 
the  United  Food  &  Commercial 
Workers  union,  which  has  been  trying 
to  organize  nonunion  Food  Lion 
won't  let  the  PrimeTime  Live  ston 
die.  The  company  believes  the  union 
has  mailed  more  than  a  million  bro< 
entires  to  consumers  to  remind  them 
of  the  expose.  -James  Ketelsen 
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IS  YOUR  IRA  MISSING  OUT 
ON  THE  POWER  OF  THE 
WORLD  ECONOMY? 


T.  Rowe  Price  International  Equity  Funds  for 
your  IRA.  If  your  IRA  is  limited  to  U.S. 
investments,  you  are  missing  out  on  the  higher 
returns  overseas  investments  can  offer.  When  you 
compare  returns  for  recent  ten-year  holding 
periods,  it's  clear  your  IRA  would  have  earned 
more  in  foreign  markets  than  in  the  U.S. 
The  international  advantage,  high  returns  with 
reduced  risk.  T.  Rowe  Price  international  equity 
funds  allow  you  to  take  advantage  of  the  higher, 
long-term  returns  which  foreign  markets  can 
provide,  while  reducing  your  overall  risk  through 
diversification. 

The  experience  to  help  you  invest  your  IRA 
assets  wisely.  In  1979,  T.  Rowe  Price  joined 
forces  with  Robert  Fleming  Holdings,  Ltd., 
one  of  the  world's  oldest  and  most  successful 
international  advisers,  to  form  Rowe  Price- 
Fleming.  Today  we  are  responsible  for  more 
than  $13  billion  in  foreign  stock  and  bond  assets. 
A  family  of  international  funds.  We  offer  you 
several  options  for  adding  foreign  stocks  to 
your  IRA,  including  the  International  Stock  Fund, 
rated  the  #1  international  equity  fund  for  the 
10-year  period  ended  9/30/93.** 
Retirement  investing  now  costs  less.  All 
T.  Rowe  Price  mutual  funds — not  just  retirement 
accounts—  are  100%  no  load.  And  now,  the 
annual  IRA  maintenance  fee  is  being  waived  for 
each  mutual  fund  account  of  $5,000  or  more  in 
your  IRA.  $1,000  minimum  per  IRA  Fund. 


U.S.  vs.  Foreign  Stocks 

Cumulative  10-year  returns  in  U.S.  dollars' 
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Dates  are  for  end  of  10-year  period 


Average  Annual  Total  Returns' 

(through  9/30/93) 


International 

22.7% 

11.7%  17.0% 

Stock  Fund 

1  year 

5  years       10  years 

European 

8.5% 

3.8% 

Stock  Fund 

1  year 

since  inception 
2/28/90 

Japan  Fund 

36.9% 

11.3% 

1  year 

since  inception 
12/27/91 

International 

26.3% 

10.9% 

Discovery 

1  year 

since  inception 
12/30/88 

Fund 

New  Asia 

37.8% 

21.6% 

Fund 

1  year 

since  inception 
9/28/90 

Call  24  hours  for  your  IRA  Planning  Kit 
1-800-541-7871 


Invest  With  Confidence 

TRoweRice 


IRA020678 


jrces:  Foreign  stocks  -  Morgan  Stanley  Capital  International  EAFE  Index  (Europe,  Australia,  Far  East),  U.S.  stocks  -  Standard  &  Poor's  500  Stock 
ix.  This  chart  is  for  illustrative  purposes  only  and  does  not  represent  an  investment  in  any  T.  Rowe  Price  fund.  "According  to  Lipper  Analytical 
'ices,  Inc.,  which  ranked  the  T.  Rowe  Price  International  Stock  Fund  #1  out  of  13,  #10  out  of  38,  and  #63  out  of  106  international  equity  funds  for  the 
5-,  and  1-year  periods  ended  9/30/93.  'Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  Total  returns 
esent  past  performance  and  cannot  guarantee  future  results.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less 
;demption  than  at  original  purchase.  Past  and  present  expense  limitations  have  increased  the  Funds'  total  return.  There  is  no  guarantee  that  the 
ds  will  achieve  their  objectives.  International  investing  has  special  risks,  including  currency  fluctuations.  Request  a  prospectus  with  more  complete 
-mation,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
Dwe  Price  Investment  Services,  Inc.,  Distributor. 
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)ECENT  UPPER  FLOOR 

temperature  balance, 
BUT  let's  address 
humidity  problems 

IN  THE 

HE         OUTSIDE  of 
hiding  may  be  the  thing  that  draws 
to  enter.  But  it  is  the  conditions  on 
inside  that  create  the  desire  to  return. 

The  uniformity  of  the  humidity 
temperature.  The  proper  circulation 
he  air.  The  comfortable  and  secure 
ironment  maintained  throughout. 

Your  building,  by  itself,  may  be 
f  impressive.  But  if  it  is  lacking  in 
>e  essential  conditions,  it  will  almost 
ainly  be  less  inviting. 

Fortunately,  as  the  industry  leader 


LOWER 

with  over  a  hundred  years  of  experience, 
we  are  very  capable  of  helping  any  struc- 
ture achieve  its  maximum  potential.  And 
of  making  it  a  truly  comfortable  and  pro- 
ductive setting.  (Regardless  ot  where  it 
happens  to  be  located.) 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment. 

And  without  an  extensive  upfront 
capital  investment.  Because  the  costs  of 
improving  the  efficiency  of  the  mechani- 
cal, electrical,  and  lighting  systems  in 


LEVEL. 

your  facility  can  often  be  paid  for  by  the 
savings  in  energy  usage.  We  can  even 
back  these  improvements  with  a  written 
performance  guarantee. 

At  Johnson  Controls,  we  know 
that  no  matter  how  commanding  a  pres- 
ence your  building  projects,  ultimately, 
it  is  still  the  inside  that  matters  the  very 
most  to  those  who  inhabit  it. 

Precisely  why  we're  fully  commit- 
ted to  improving  life  in  the  great  indoors. 

JfgHNSON 
CONTROLS 
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Sugar  daddy 

Billionaire  Jay  Pritzker  indulged  his 
son,  Daniel,  34,  who  wanted  to  be  a 
rock  'n'  roll  star.  Ouch!  An  estimated 
$15  million  down  the  drain.  In  1991, 
at  his  musician  son's  urging,  Pritz- 
ker's  Chameleon  Records  signed  on 
Elektra  to  distribute  Chameleon  rec- 
ords and  take  a  piece  of  the  label. 

Chameleon's  expenses  ballooned, 
largely  thanks  to  Dan's  own  rock 
band,  Sonia  Dada;  Chameleon  spent 
at  least  $1  million  marketing  the 


Rock  band  Sonia  Dada 

Dan  Pritzker  (far  left)  cost  his  father  dearly. 


group — about  ten  times  what  it  spent 
on  a  typical  act.  Sonia  Dada's  lone 
album  bombed  in  the  U.S. 

That  was  too  much  even  for  the 
billionaire  Jay  Pritzker.  Chameleon's 
being  shut  down  and  partner  Elektra 
may  pick  up  the  few  remaining  con- 
tracts. And  what  of  Sonia  Dada?  Dan 
Pritzker  wants  to  switch  his  act  to 
another  label,  but  Elektra  won't  re- 
lease him.  Rumor  has  it  Elektra  won't 
let  him  go  until  the  Pritzkers  settle  up 
with  Elektra.      -Sharon  Moshavi 


MBA  as  d-u-d 

The  Men's  Wearhouse,  Inc.  figured 
it  had  a  clever  marketing  idea  when  it 
launched  MBA,  a  made-in-the-U.S. 
men's  sportswear  catalog.  The  gim- 
mick was  that  the  company  would 
donate  5%  of  all  catalog  sales  to  eight 
charities  listed  in  the  catalog — from 
the  Animal  Welfare  Institute  to  a  fund 


to  reduce  the  national  debt.  But  nei- 
ther the  clothes  nor  the  charities  par- 
ticularly appealed.  MBA  is  a  d-u-d,  and 
Men's  Wearhouse,  the  fast-growing 
Houston- based  retailer  of  Off-price 
designer  suits  (Forbes,  May  24, 
1993),  says  it  may  discontinue  the 
catalog  in  early  1994. 

-Christopher  Palmeri 


Budget  won't  budge 

Between  1988  and  early  1992  Ameri- 
can Airlines  parent  AMR  Corp.,  in  part- 
nership with  Budget  Rent  A  Car,  Mar- 
riott Corp.  and  Hilton  Hotels,  invest- 
ed well  over  $100  million  in 
Confirm,  a  computerized 
travel   reservation  service. 
The  service  flopped  and  is 
now  defunct.  AMR  settled 
with  Marriott  and  is  expect- 
ed to  with  Hilton,  presum- 
ably refunding  their  invest- 
ments. But  Budget  is  suing 
for  more  than  just  getting  its 
roughly  $20  million  invest- 
ment back.  It  wants  addi- 
tional   compensation  for 
what  it  claims  are  losses  suf- 
fered in  connection  with  the 
failed  Confirm  system.  Bud- 
get alleges  that  amr's  infor- 
mation systems  subsidiary 
lied  about  major  problems 
with  Confirm  so  the  part- 
ners would  keep  pumping 
money  in.  AMR  has  already  taken  a 
$165  million  charge  over  the  Confirm 
mess  but  could  face  more  if  it  loses  the 
lawsuit,  amr's  motions  for  a  summary 
judgment  were  denied,  and  the  case 
goes  before  a  Dallas  jury  this  month. 

-Neil  Weinberg 


Flight  capital 


AMR  Chairman  Robert  Crandall 
Now  he's  squaring  off  with  Budget  Rent  A  Car 


Donald  and  Maria  Trump 
New  jet  for  the  newlyweds. 


Donald  Trump's  new  Lockhee< 
Tristar,  purchased  through  aircraf 
dealer  Bristol  Associates,  for  just  un 
der  $10  million,  will  enable  The  Don 
aid  and  pals  to  resume  traveling  in  th< 
grand  style.  After  a  revamp  costing 
about  $  1 0  million,  the  Trumpstar  wil 
seat  around  80  persons  in  spaciou: 
comfort.  Passengers  will  board 
through  a  lower  deck  entrance-cum 
lobby  complete  with  a  bar.  Donalcj 
and  Maria  will  share  a  private  parlol 
that  features  a  king-size  bed.  Leave  it 
to  Trump,  though.  He  plans  to  fly  the 
craft  just  200  hours  a  year.  The  rest  oi 
the  time  he  will  park  it  at  Newark 
airport,  where  drivers  can  gawk  at  the 
aircraft  from  the  highway  next 
door.  -Howard  Banks 


Gristle,  not  sizzle 

In  December  Minneapolis-based  Q-J 
Steaks  sold  1 .2  million  of  its  shares,  or 
33%,  to  the  public  at  $6 
apiece,  richly  valuing  the 
four-location  steakhouse 
chain  at  nearly  $22  million. 
There's  a  lot  of  hope  built 
into  that  price:  For  the  nine 
months  through  early  Sep- 
tember, Q-Steaks  earned 
just  $148,000  on  only  $3.6 
million  of  sales. 

There's  not  much  in  the 
past  of  Q-Steaks'  founders 
to  justify  all  that  hope.  Der- 
mot  Rowland  and  Doron 
Jensen,  who  together  own 
33%,  also  cofounded  res- 
taurant chain  Homestyle 
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ffet.  They  began  cashing  out  in 
89,  just  before  the  company  sank 
o  the  red.  "The  comparison  with 
miestyle  is  unfair,"  says  Rowland 
Pensively.  "I  thought  we  left  it  in 
3d  hands.1'  Last  August,  Rowland 
ned  a  consent  decree  with  the  Se- 
ines &  Exchange  Commission  for 
ing  to  report  the  sale  of  his  Home- 
le  stock  in  a  timely  manner.  -CP. 

iallPO 

E  INSTITUTIONAL  investors  begin- 
Lg  to  be  surfeited  with  new  equity 
les?  Here's  a  clue:  When  a  broker- 
:  salesman  recently  called  a  major 
itual  fund  group  trying  to  line  up 
^ing  support  for  scheduled  IPOs,  he 
>  greeted  by  a  recorded  message 
t  left  the  following  number:  1- 

3-NO  WAY. 

-Robert  Lenzner 


ot  trucks,  or  hot  talk? 

ICE  1990  CMC  truck  customers 
'e  been  able  to  get  everything  from 
•duct  information  and  dealer  loca- 
ls to  roadside  assistance  just  by 
ing  1-800-gmctruck.  But  be 
eful  you  don't  omit  the  "G"  and 
t  dial  1-800-gmtruck.  "Hi,  ba- 
"  a  sexy  female  voice  says.  "You 
t  connected  with  the  hottest  girls, 
I  we're  ready  to  satisfy  your  ever)' 
ire."  Unamused,  GM  is  trying  to 
AT&T  to  change  the  phone  sex  ser- 
f's number. 

-Jerry  Flint  wm 


We  Change  Our  views 
Four  Times  am 


"We  Didn't  Invent  Service,  We  Perfected  It." 


800  221-4982 

Or  call  your  travel  professional. 

36  Central  Park  South,  New  York,  NY  10019  212-371-4000 

a  m»mbe,  oi  ThrfeadmfHotels  ofttuFWortd*' 

Helmsley  Hotels  in  New  York:  The  New  York  Helmsley,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


Average  Annual  Total  Returns  Through  9/30/93 

32.4% 


I  New  America  Growth  Fund 
□  Lipper  Growth  Fund 


T.  Rowe  Price  New  America  Growth  Fund  has  delivered  strong 
performance  by  investing 
in  large  and  small  growth 
companies  in  America's 
service  industries.  As 
the  chart  shows,  it  has 
consistently  outper- 
formed the  Lipper  Growth 
Fund  Average  since  incep- 
tion. $2,500  minimum 
($1,000  for  IRAs).  No 
sales  charges. 


18.0%  19-4% 


1  year 


14.2  ■teL4.4l>,l 

i!  IT: 

5  years  Since  inception 

(9/30/85) 


Call  24  hours  for  a  free  report 
1-800-541-7885 


Invest  With  Confidence 

TRoweR-iee 


Ma* 


NAG020796 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested 
dividends,  and  capital  gain  distributions.  Total  return  represents  past  performance,  which  cannot 
guarantee  future  performance.  Investment  returns  and  principal  value  will  vary,  and  shares  may 
be  worth  more  or  less  at  redemption  than  at  original  purchase.  Past  and  present  expense  limita- 
tions have  increased  the  Fund's  total  return.  Request  a  prospectus  with  more  complete  informa- 
tion, including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you 
invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Is  Your 
AUDIT  COMMITTEE 

Effective? 


Get  the  Facts. 
Improving 
Audit  Committee 
Performance: 
What  Works 
Best 

"Well  done!" 

A.A.  Sonunerjr, 
Chairman,  AICPA's 
Public  ( hei  sight  Board 


Measure  your  audit  committee's 
performance  against  others' 
worldwide  and  maximize  its 
effectiveness.  Must  reading  for 
board  members,  senior  executives, 
and  internal  and  external  auditors! 

95  pages,  Order  No.  869;  $33. 
Sponsored  by 

The  II A  Research  Foundation  and 
Price  Waterhouse 

Order  your  copy  today  by  contacting: 

The  Institute  of  Internal  Auditors 

(407)  830-7600,  ext.  1  •  FAX  (407)  831-5171 


THie  One  Solution 

Ht 


emporary 
ousin^ 
Ml  400 Cities 


^l^hatever  your  specialized 
temporary  housing  needs--for 
extended  business  travel,  training  or 
relocation—Oakwood  Corporate 
Housing  can  accommodate  them  in 
more  than  400  cities,  nationwide. 
Otie  call  to  our  housing  specialists 
puts  you  or  your  employees  into  the 
perfect  apartment,  condominium  or 
other  specialized  housing. 
Que  monthly  invoice  is  issued  for 
rent,  utilities,  furniture,  accessories, 
housewares,  maid  service,  cable  and 
all  special  requests. 
Short  term,  furnished  housing 
W  hen  You  Need  It,  W  here  You 
Need  It,  Wow  You  Need  It 
Qne  NUMBER 
TO  CALL: 

800 

501-0505 


■.i-jni-m-j.ii 


■P 


mnBHni 


Au  naturel 

Sir:  To  say  Royal  Plastics  Group's 
plastic  house  "uses  virtually  no  natu- 
ral resources"  smacks  of  politically 
correct  hokum  ("I  buv  from  someone 
else,  I  got  no  edge,"' Dec.  20,  1993). 
Do  you  really  believe  plastic  is  not 
derived  from  petroleum  products, 
wiring  doesn't  contain  copper  and/ 
or  aluminum,  plumbing  doesn't  con- 
sist of  products  made  from  metal  or 
plastic?  And  concrete,  gentlemen,  is  a 
mixture  of  sand,  gravel,  limestone, 
clay  and  water — natural  resources. 
-James  J.  Hodos 
Carson  City,  Nev. 

Dirty  boulevard 

Sir:  Re  "The  commuter  police"  (Dec. 
20,  1993).  You  imply  Kaiser  Perma- 
nent^ was  victimized  by  the  South 
Coast  Air  Quality  Management  Dis- 
trict when  we  agreed  to  settle  alleged 
ride  sharing  program  violations  by 
implementing  a  van-pool  program.  In 
tact,  we  had  put  together  an  ambi- 
tious plan,  and  the  plan  was  working, 
but  we  could  have  done  better.  We 
appreciate  their  willingness  to  work 
out  a  creative  settlement. 
-Hugh  A.  Jones 
Executive  Vice  President 
Kaiser  Permanente 
Pasadena,  Calif. 

My  kind  of  town 

Sir:  Your  reference  to  Pulaski  as  a 
"backwoods  Tennessee  town"  is  very 
inaccurate  ("I  screwed  it  up,"  Dec.  6, 
1993).  Pulaski  is  an  All-American 
City,  one  of  ten  selected  for  1993. 
-Theodore  D.  Lipman 
Pulaski,  Tenn. 


Pay  to  the  order  of . . . 

Sir:  We  as  independent  insuranq 
agents  are  contracted  with  the  variou 
carriers  ("The  case  of  the  bun 
agent,"  Dec.  6,  1993).  When  we  writ! 
a  policy  which  is  acceptable  to  a  spa 
cific  company,  most  generally  we  arj 
mandated  to  pay  the  company  from  I 
trust  account  rather  than  the  client 
making  their  check  directly  payable  t< 
the  specific  company.  Many  of  ou 
companies  are  not  set  up  to  acced 
clients'  payments,  with  the  exceptioi) 
of  direct  billed  policies. 
-C.R.  Motis,  CIC 
CR.  Motis  Insurance  Agency 
Laramie,  Wyo. 


Living  will  limits 

Sir:  Re  "Coping  with  Alzheimer's' 
(Nov.  22,  1993).  A  living  will  is  im 
portant  but  is  not  without  limitations 
Differences  of  opinion  may  arise  as  to 
what  are  heroic  measures  and  what  art 
simply  ordinary  measures  for  treatabl^ 
conditions.  Withholding  therapy  for  a 
potentially  treatable  condition  such  aj 
pneumonia  could  very  likely  violatd| 
Medicare  guidelines.  To  do  so  would 
place  the  physician  and  the  health  card 
facility  at  risk  of  Medicare  sanctions. ! 
-Richard  C.  Huddleston,  M.D. 
East  Texas  Women's  Clinic 
Lufkin,  Tex. 

A  helping  hand 

Sir:  Re  "My  aching  hands!"  (Dec.  20\ 
1993).  Take  a  look  at  the  way  youi 
hands  fall.  They  are  not  at  right  angle? 
or  less  to  your  arms,  and  we  still  makej 
keyboards  that  force  us  into  that  un 
natural  position.  We  need  a  keyboard 
that  slants  away  from  the  user,  noi 
toward  him  or  flat.  The  "split"  key 
boards  offer  no  relief. 
-Harry  S.  Gross 
Bala  Cynwyd,  Pa. 


Kinesis  keyboard 
Will  the  new 
keyboards  help? 
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ime  will  tell 

R:  Your  recent  article  regarding  the 
velopment  of  the  so2  emission  al- 
wance   trading   market  correctly 
>tes  that  the  market  has  been  devel- 
>ing  more  slowly  tlian  many  origi- 
lly  expected   ("•Pollution  rights, 
■onged,"  Nov.  22,  1993).  However, 
m  certain  that  a  careful  examination 
the  facts  several  years  hence  will 
ow  that  allowance  trading,  includ- 
y  trading  w  ithin  utilities  and  utility 
items,  has  been  fairly  substantial 
d  has  resulted  in  significant  reduc- 
es in  the  cost  of  compliance. 
Ienry  W.  Fayne 
nior  Vice  President  &  Controller 
merican  Electric  Power 
dumbus,  Ohio 

ake  the 
train 

l:  I  was  stunned  by  the  hostile  tone 
vour  article  on  Amtrak  ("End  of 
i  line,"  Nov.  22,  1993).  Amtrak  is 
e  of  the  relatively  few  federal  pro 
ims  that  sendee  the  entire  country 
a  daily  basis  and  that  do  not  require 
neficiaries  to  qualify  for  them  by 
e,  income,  race  or  sex.  All  one  has  to 
is  buy  a  ticket. 
andolph  Gregg 
mnoke,  Va. 

v.  Here  we  have  a  government 
:ncy  mandated  by  Congress,  and 
th  the  opposition  of  the  Carter, 
agan  and  Bush  presidencies.  Am- 
k  has  been  chronically  underbud- 
ted,  especially  regarding  the  pur- 
ise  of  capital  equipment,  by  a  Con- 
:ss  which  cannot  decide  what  type 
rail  system  it  would  like.  Let's  at 
st  give  W.  Graham  Claytor  Jr.  cred- 
for  holding  Amtrak  together  with 
ling  wire  and  doing  an  adequate  job 
th  limited  resources. 

3HN  M.  McMAHON 

rminjjbam,  Ala. 


your  business  is 
Your  Business.  Service, 
However,  is  Ours 


"We  Didn't  Invent  Service,  We  Perfected  It." 
THE  NEW  YORK 


f£U  HOTEL 


800  221-4982 

Or  call  your  travel  professional. 
212  EAST  42ND  STREET,  NEW  YORK,  NY  10017  212-490-8900 

Helmsley  Hotels  in  New  York:  The  Helmsley  Park  Lane,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


HIGH  TAX-FBI 

EE  YIELDS 

T.  Howe  Price  Tax-Free  High  Yield  Fund  invests  in  medium-to- 
lower-quality  municipal  bonds  which  have  traditionally  delivered 
higher  yields  than  higher-quality  bonds.  Our  active  management  and 
proprietary  credit  analyses  help  maintain  high  yields  and  reduce  risk. 

Morningstar,  an  independent  publisher  of  financial  information 
and  mutual  fund  ratings,  awarded  the  Fund  a  5-star  rating  (*****) 
for  risk-adjusted  performance.*  $2,500  minimum.  No  sales  charges. 


Call  24  hours  for  a  free  report 

1-8(90-541-7853 


Invest  With  Confidence 

TRoweRiee 


TFH020677 


♦Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  10/31/93.  This 
rating  may  change  monthly.  Morningstar  ratings  are  calculated  from  the  Fund's  3-and  5-year 
average  annual  returns  with  appropriate  fee  adjustments,  and  a  risk  factor  that  reflects  fund 
performance  relative  to  3-month  Treasury  bill  monthly  returns.  Only  the  top  10%  of  funds  in  an 
investment  category  receive  5  stars.  Some  income  may  be  subject  to  state  and  local  taxes  and  the 
alternative  minimum  tax.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth 
more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more  complete 
information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before 
you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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FEE  SIMPLE 


Understanding  what  business  cards  cost  you  isn't  always  easy.  For  example,  MasterCard®  and  VISA® 
business  cards  actually  are  issued  by  hundreds  of  different  banks.  What's  more,  each  bank  can  vary  its  fee 
system.  One  may  charge  late  fees,  another  adds  delinquency  assessments,  a  third  charges  revolving  interest 
Why  spend  time  making  sense  of  all  that  when  one  card  makes  it  simple?  American  Express  offers  you  one 
straightforward  fee  structure  from  one  company  -  so  you  know  what  to  expect.  For  fees  that  are  clear  and 


I®! 


"navel 

Management 
Services 


The  American  Express®  Corporate  Card.  It's  all  business. 


simple,  it's  the  card  you  can  count  on. 


©  1993  American  Express  Travei  Related  Services  Company,  Inc. 


ith  all  thy  getting  get  understanding" 


'act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


GUESS  WHICH  COUNTRY  NOW  HAS  THE  WORST  TAXES  IN  WESTERN  EUROPE? 

Sweden?  No.  Germany. 

ANENT  STATE  TROOPERS  AND  S&Ls 


;pite  domestic  distractions,  this  will  be  the  defining  year 
President  Clinton's  foreign  policy.  Problems  are  coming 
he  fore  that  demand  tough — and  sensible — judgments. 

have  yet  to  give  Russia  sound  advice  on  stabilizing 
ruble.  Hyperinflation  is  strengthening  antidemocratic 
:es.  At  last  the  Administration  is  recognizing  that  the 
ock  therapy"  we've  urged  on  Moscow  is  a  disaster, 
ltrary  to  IMF  precepts,  true  free-market  reforms  do 
entail  endless  austerity.  In  fact,  the  opposite.  What 
F  economists  have  given  Russians  is  distress  without 
tools  to  better  their  lives. 

he  speak-loudly-and-carry-a-small-twig  approach  used 
losnia,  Somalia  and  Haiti  will  be  disastrous  in  dealing 
l  nuclear  proliferation.  Diplomatic  breast-beating  to 
contrary,  the  Administration  will  throw  in  the  towel 
lie  fight  to  prevent  North  Korea's  developing  nuclear 
pons.  Pyongyang  may  already  have  crude  A-bombs, 
ess  the  U.S.  reestablishes  itself  as  a  guarantor  of 
irity  in  the  area,  an  Asian  nuclear  arms  race  involving 
rth  and  South  Korea,  Taiwan,  Japan  and  who  knows 
ch  other  nations  is  inevitable. 

ncouraged  by  Pyongyang's  example,  Iran  and  Iraq  will 
rlerate  their  atomic  progress.  So  will  India  and  Pakistan. 


North  Korea  now  has  a  missile  that  can  reach  Japan.  Iran 
may  be  buying  missiles  off-the-shelf  from  the  former 
Soviet  Union  (and  soon  from  North  Korea)  that  can  reach 
our  own  shores.  In  the  last  two  years  Iran  has  advanced  in 
biological  and  chemical  weapons  technology  and  could 
have  an  indigenous  nuclear  bomb  within  three  years. 

If  the  U.S.  isn't  willing  to  risk  stopping  rogue  regimes 
from  developing  atomic  bombs,  President  Clinton  must, 
at  least,  accelerate  programs  to  develop  comprehensive 
antimissile  defenses. 

The  current  Theater  High  Altitude  Area  Defense 
(THAAD)  Program  isn't  scheduled  for  completion  until 
the  end  of  the  decade.  Moreover,  it  suffers  serious  short- 
comings. It  doesn't  destroy  missiles  right  after  they  are 
launched  but,  instead,  waits  until  they  reenter  the  atmo- 
sphere over  friendly  territory.  This  would  obviously  be 
catastrophic  if  hitting  the  missile  spreads  biological  poi- 
son over  a  wide  area.  In  addition,  THAAD  may  be 
ineffective  in  distinguishing  armed  missiles  from  decoys. 

We  have  the  basic  technology  to  develop  a  space-based 
missile  defense  system.  Japan  would  be  eager  to  contrib- 
ute billions  of  dollars  for  a  crash  program. 

What  are  we  waiting  for? 


GOOD  NEWS-BAD  NEWS 


D  STORIES  ARE  uneolding  in  Russia  today, 
'he  heartening  one  is  the  extraordinary  rise  of  civil  and 
tical  activity  in  cities,  towns  and  hamlets  all  over  this 
nation.  Younger  people  especially  are  establishing 
nerous  networks  and  associations.  The 
sian  Orthodox  Church,  for  example,  % 
erfully  admits  that  it  can't  keep  up  with  | 
he  new  parishes  being  created  and  the 
ones  being  expanded.  With  the  Kremlin 
ering  paralysis,  local  citizens  have  taken 
ters  into  their  own  hands,  establishing 
:er  economies  to  keep  some  sort  of 
nomic  life  functioning. 
)espite  75  years  of  Red  rule,  Russians  are 
wing  a  remarkable  appetite  and  aptitude 
the  kind  of  voluntary  local  activities  that 
tis  de  Tocqueville  and  others  said  were 


Dawes:  Why  can't  we  do  a 
1990s  version  of  his  plan? 


the  necessary  building  blocks  for  republican  government. 

The  discouraging  stoiy:  The  center  remains  a  mess. 
Yeltsin  got  his  constitution,  which  gives  extraordinary 
powers  to  the  president.  But  being  able  to  ovenule 
parliament  in  and  of  itself  won't  alleviate 
—————    the  country's  distress.  In  the  early  1930s 
Hindenburg's     Yeltsin-like  presidential 
powers  didn't  stop  Hitler. 

Fascist-ultranationalist  Vladimir  Zhiri- 
novsky may  be  more  buffoon  than  Hitler- 
esque  tyrant.  But  the  conditions  that  creat- 
ed his  support  as  well  as  the  xenophobes 
and  unreconstructed  communists  who  sur- 
round him  should  not  be  underestimated. 

What  can  we  do  to  alleviate  the  suffering 
that  fuels  the  forces  of  Russian  despotism? 
Adopt  the  spirit  that  animated  the  Dawes 
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Plan  back  in  1924.  This  program  helped  Germany  stabi 
lize  the  mark  and  mack-  the  schedule  of  German  repara 
lions  to  the  victorious  Allies  more  realistic.  The  resultant 
boom  took  the  wind  om  ol  extremist  sails.  By  1928  the 
Nazis  were  polling  around  2%  of  the  vote.  ( )nlv  the  Great 
Depression,  triggered  by  w  holesale  American  protection- 
ism, enabled  the  Na/is  to  achieve  [tower. 

Todate,  Hill  ( llinton  has  done  less  for  Russia's  economy 
than  Calvin  <  <  tolidge  did  for  ( Jen  nam  \  in  the  mid  1920s. 


lit  he  President  doesn't  want  to  be  tagged  with  rcsponsibi 
ity  for  "losing"  Russia  to  political  extremists,  he  had  bettl 
read  up  on  how  other  countries  have  reestablished  stabj 
money.  Without  it,  other  economic  reforms  are  imposs; 

ble.  Clinton  can  study  a  number  of  examples  German] 
Italy  and  Japan  alter  World  War  1 1;  South  Korea  in  the  mid 
1 960s;  Mexico  and  Argentina  in  recent  years;  the  U.S.  2m 
wars  ago  ol  how  the  job  can  be  done.  Then  he  shoujj 
hire  and  bird  dog  officials  to  see  that  the  job  getsdones 


TRUST  THE  PEOPLE 


President  Clint<  >n'S  approach  to  health  care  assumes  that 

people  arc  too  powerless  to  COpe  in  this  market  by 
themselves.  Senator  ray  Rockefeller  (D-W.Va.)  pul  the 
premise  well  recently  when  he  told  a  group  win  it  was 
necessary  to  herd  people  into  medical  communes  and 
collectives  that  are  euphemistically  called  regional  health 
alliances:  "We  need  big  purchasers  to  gel  good  deals  for  the 
people.  An  individual  has  n<  >  chance  against  big  insurers." 

What  the  senator  and  other  like  minded  folk  overlook 
is  that  in  a  lice  market  consumers  will  have  all  the  power 
they  need  to  gel  a  good  deal  if  they  can  exercise  choice. 
The  government  knows  besi  crowd  can't  grasp  the  con 
cept  of  comparison  shopping.  People  don'l  have  to  be 
rounded  up  into  collectives  to  get  a  good  deal  on  lood  at 
I  he  supermarket  or  to  bargain  with  an  automobile  dealer. 

Consumers  aren'i  currently  sovereign  in  health  care 
because  of  a  tax  code  distortion:  Employers  pay  health 
insurance  premiums  with  pretax  dollars,  w  hile  individuals 


have  to  pay  with  aftertax  dollars.  Not  surprisingly,  ni(i< 
insurance  is  purchased  by  companies,  not  by  individuals. 

Change  the  tax  law  to  give  people  the  same  privilege 
as  corporations,  and  the  health  care  industry  will  b 
revolutionized.  No  longer  would  medical  prices  b 
artificially  stimulated  by  the  tax  code.  People  woul 
realize  thai  it's  their  money,  not  someone  else's,  tha 
goes  to  the  doctor  or  the  hospital  or  the  drug  company 
Most  buyers  would  choose  policies  with  high  deduct 
ibles.  This  catastrophic  insurance  is  significantly  cheapej 
than  what's  on  the  market  today. 

Senator  Phil  Gramm  (R-Tex.)  and  a  number  of  I  lous 
Republicans  have  devised  schemes,  based  on  lice  markd 
principles,  w  hich  would  permit  people  to  set  up  tax-frd 
medical  \  ersi<  >ns  <  >f  1  RAs.  The  plans  prov  ide  lor  individual 
choice.  They  allow  portability  so  you  can  move  from  on* 
job  to  another  and  not  lose  your  insurance.  And  the; 
make  it  very  easy  lor  everyone  to  be  covered. 


GREAT  GIVING  BY  A  GREAT  MAN 

Noi  sinc  i  Andrew  Carnegie  has  the  U.S.  been  blessed  stint  as  our  ambassador  to  Britain  in  the  cariy  1970s.  Hi 
with  an  individual  whose  philanthropy  rivals  that  ofWalter     has  a  deep  appreciation  of  the  arts,  and  long  before  i| 


Annenberg,  w  in  >  recently  won  headlines  for 
planning  to  give  away  half  a  billion  dollars  to 
help  reform  America's  troubled  public 
school  system.  Earlier  last  year  he  gave 
almost  $400  million  to  five  schools.  He 
donated  a  premier  van  Ciogh  to  New  York's 
Metropolitan  Museum  of  Art  and  has 
pledged  to  leave  his  extraordinary  an  col  lee 
tion  to  the  Met  when  he  dies.  These  are  only 
some  of  his  noteworthy  contributions. 

Annenberg  is  an  extraordinary  business 
success,  lie  took  oxer  his  lather's  debt 
ridden  company  at  a  young  age  ami, 


Amazing  American 


became  conventional  wisdom  he  foresaw 
the  coining  information  revolution  anc 
recognized  how  fundamentally  it  woul< 
alter  the  way  we  live  and  work. 

Ambassador  Annenberg  is  the  quintes 
sential  American,  a  model  to  the  rest  of  us 
I  lis  worth  is  measurable  less  by  number: 
than  by  the  spirit  of  stick  to  it-iveness  anc 
generosity  that  have  animated  his  life.  H<| 
underscores  a  characteristic  uniquelj 
American — a  belief  in  sharing  w  ith  other: 
the  fruits  of  one's  labor.  The  ambassador' 
philanthropy  comes  from  a  deep  convic 


against  formidable  odds  ami  in  the  face  of  considerable  tion  that  individual  efforts  to  help  others  will  be  infinitely 
skepticism,  expanded  it  awesomely.  But  business  is  only  more  successful,  meaningful  than  government  programs 
one  ol  his  many  dimensions.  I  le  served  a  distinguished        May  this  wonderful  American  asset  live  forever. 


See,  I  Told  You  So— by  Rush  Limbaugh 
(  Pocket  Books,  $24).  Another  engaging  collec- 
tion ofpoliticallv  incorrect insights  on  such  topics 
as  Bill,  1  Hilary,  far  out  feminism,  egregious  envi- 
ronmentalism,  schools,  family  values  and  the 
left's  abuse  of  language  and  distortion  of  history, 
etc.  The  most  impressive  testament  to  Lim- 
baugh's  effectiveness  came  from  congressional 
enemies  who  tried  to  resurrect  the  so-called 
fairness  docl  rin  'o  curb  his  access  to  hundreds  of 


RIGHT,  AGAIN 


YLMII  <"""""" 

JMBAUCH 


radio  and  [V stations.  Limbaugh  isonemessen 
ger  who  isn't  so  easily  shot  down  or  shut  up. 
Excerpt:  /  lave  you  ever  visited  a  doctor  and  beeri 
asked  if  you  had  insurance?  Depending  on  tin 
answer,  von  max  be  given  two  different  prices. 
Government  policies  and  insurance  coverage  dis- 
tort the  factors  affecting  supply  and  demand  ana 
drive  costs  up.  Third-party  payers  have  insulated 
consumers  from  the  true  price  of  medical  care  ana 
removed  any  real  incentive  for  cost  control. 
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If  Annual  Fees  And  Sales  Charges 
Are  Chipping  Away  At  Your  IRA.. 


You  Need  A  Schwab  No- Annual-Fee  IRA. 


Most  IRAs  thai  you  get  from  hanks  and  lull- 
nmission  brokers  make  you  pay  annual  lees  and 
itual  fund  sales  charges.  Over  lime,  they  can  really 
p  away  at  your  hard-earned  retirement  money. 

ep  All  Your  Retirement  Money  Working.  Put  it  into 
ichwab  No-Annual-Fee  IRA.  It's  guaranteed  free  of 
lual  fees  for  the  life  of  the  account  if  your  balance 
ches  $10,000  or  more  by  September  1 I  C)(H 

Plus,  with  Schwab's  Mutual  Fund 
eSourcerM  service,  you  can  invest  in 
ix  200  no-load  mutual  funds  from 
11-known  fund  companies  like 
VESCO,  Twentieth  Century  and  Janus- 
1  pay  no  sales  charges  or  transaction  fees? 


That  way,  every  dollar  yen  invest  goes  to  work  for  you 
Mutual  Fund  Information  To  Help  You.  And  foi  the 

unbiased  Information  you  need  to  compare  funds,  a 
copy  ol  our  Mutual  Funds  Performance  (•aide*  is  yours 
free  when  you  open  youi  account. 

For  more  information  about  the  Schwab 
No-Annual-Fee  IRA,  stop  by  one  ol  our  FX) 
local  offices  or  call: 


SB"1""  >t\^ 


1-800-2  NO-LOAD  ext.  333. 

Charles  Schwab 

Helping  Investors  Help  Themselves' 


e  will  provide  you  with  a  free  prospectus  for  any  (unci  available  through  Schwab.  Please  read  carefully  before  investing. 

e  funds  may  charge  I  2b  I  Ices  in  cxi  ess  ol  0.23%.  Available  binds  may  change  and  lees  may  be  reinstated  ( )lhci  reslri<  lions  apply  (  onlacl  a 
vab  lepieseniaiivi  lor  dciaiK  Rei m  n  and  principal  will  fl  ati  with  market  i  litions  Maintenanci  fci   for  special  assets  still  appl) 

><)  !  <  hailes  S<  bwab  cSr  (  o  ,  liu     Membei  Sll>(  /NYSI 


Every  day 
someone 
calls  us  from 

inside  a 
nightmare. 


I'm  ii  i.  i ,  nnd    rvlcca  provided  b)  Kubildlarlta  of  <  IQNA  Corpontlon 


And  none  of  them  are  small  if  they  happen  to  you.  At  CIGNA,  caring  about  the 
things  that  affect  our  customers  is  our  business.  To  us  that  means  not  merely  using 
skill  and  compassion  when  helping  people  deal  with  disasters,  emergencies 
and  everyday  problems.  But  working  to  prevent  them  in  the  first  place.  In 
healthcare,  we  have  programs  that  identify  high-risk  pregnancies  early,  increasing 
the  chances  for  a  healthy,  full-term  baby.  We  provide  loss  control  programs  that 
identify  hazards  on  the  job  and  help  reduce  serious  accidents.  We  help  people 
avoid  the  nightmare  of  outliving  their  assets.  With  retirement  plans  that  make 
it  easy  for  people  to  save.  And  easy  for  companies  to  help  them.  And  we  have 
hundreds  of  people  whose  only  job  is  to  prevent  nightmares  like  the  one  you 
see  above.  We're  not  saying  we're  perfect.  But,  if  you  ever  have  a  nightmare, 
we  hope  the  people  you  call  arc  people  who  arc  nol  jusl  committed  W^^jflZft 
to  caring.  But  to  getting  a  little  bit  better  at  it  ea(  h  and  every  day.     H  W 

Cigna 

A  Business  of  Caring. 

IthCari'     Property  i*  Casualty     Group  Insurance     Retirement  k  Investment       Reinsurance        Reinsurance      Individual     International  International 

ufcvAcrkkni-niubiiity     Investment  Services     Management     ufr'Acddtnt'llMtth     Property*,  (jmuiiv     Insurance     rr..[»  ny  u  <  ™„.ny     ute  &  EmptoyM  Bcntflti 


Other  Comments 


Perfecta 

This  is  an  only-in-America  story.  The 
Anncnberg  fortune  had  its  origins 
with  the  Daily  Racing  Form,  the 
"bible"  for  bettors  at  bookie  joints 
and  racetracks.  The  coins  those  gam- 
blers placed  in  Annenberg's  hands 
while  looking  for  the  usually  mythical 
big  payoff  now  come  back  to  help 
rescue  the  institution  with  the  best 
payoff  record  in  American  history — 
the  public  school  system. 
-David  Broder, 
The  (Newark)  Star-Ledger 

Buck  Up 

The  "big  carrot"  approach  the  U.S. 
has  pursued  toward  North  Korea  is 
motivated  by  real  danger.  North  Ko- 
rea might  indeed  go  to  war  if  it  felt 
truly  threatened  by  the  U.S.  But 
while  the  U.S.  has  opted  for  a  diplo- 
matic approach,  it  has  failed  to  flex  its 
diplomatic  muscle  with  regard  to 
North  Korea's  principal  backer  on 
the  international  scene:  China. 

China  supplies  two-thirds  of  North 
Korea's  oil  imports.  It  has  also  sup- 
plied rocket  motors  and  guidance 
technologies  for  North  Korean  mis- 
siles, which  in  turn  are  exported  for 
hard  currency  to  rogue  regimes  such 
as  Iran  and  Libya.  The  Administration 


should  engage  China  vigorously  to 
secure  its'  active  participation  in  all 
measures — including  joint  naval  exer- 
cises off  the  North  Korean  coast  and  a 
total  economic  embargo — aimed  at 
bringing  the  Korean  peninsula  back 
from  the  nuclear  brink.  China  should 
play  its  role  as  a  responsible  world 
leader  by  using  its  influence  for  inter- 
national security,  not  mischief. 
-Kenneth  R.  Timmerman, 
Wall  Street  Journal 


A  gifted  few  politicians  are 
capable  of  poetry,  but  most 
are  stuck  with  prose. 

-Eric  Pooley,  New  Tork  magazine 

Read  This 

As  literacy  declines  in  this  country, 
more  and  more  people  are  writing 
books.  Are  we  approaching  the  mo- 
ment where  more  people  will  write 
books  than  will  be  able  to  read  them? 
-David  Halberstam, 
U.S.News  &  World  Report 

Don't  Shell  the  System 

Health  care  in  the  U.S.  employs  as 
many  people  as  defense  and  educa- 
tion combined.  Its  success  is  vital  to 


I  feei  such  idiots  if  it  doesn't  rain." 


the  health  and  economic  security  ol 
all  Americans.  For  that  reason,  w< 
must  avoid  at  all  costs  the  kind  ol 
"reform"  engaged  in  by  one  military 
officer  in  Vietnam  in  the  1960s.  In 
justifying  the  shelling  of  a  village,  hq 
said:  "We  had  to  destroy  the  village  irj 
order  to  save  it."  Health  care  doesn'l 
need  THAT  KIND  of  salvation! 
-Dr.  P.  Roy  Vagelos,  chairman  and 

CEO,  Merck  &  Co.,  Inc.,  at  the 

Memorial  Sloan- Kettering 

Academic  Convocation 

Who's  Pulling  the  Strings? 

Vladimir  Zhirinovsky  may  have 
been  useful  in  helping  Yeltsin  get  the 
new  constitution  he  wanted.  But 
Zhirinovsky  is  ultimately  dangerous. 
His  message  is  imperialist.  He  may  be 
a  demagogue,  but  the  popular  dis-^ 
content  that  he  tapped  is  real.  Now 
that  he  and  his  constituency  have 
found  one  another,  those  who 
thought  they  had  him  on  a  string  may 
have  another  think  coming.  The  pup- 
pet may  become  a  puppeteer. 
-Victor  Yasmann  &  Elizabeth 
Teague,  RFE/RL  Research  Institute 

Name  Droppers 

From  the  Hong  Kong  bank  clerk  with 
Canine  on  her  name  tag  to  the  insur- 
ance broker  [called]  Neon,  many 
Hong  Kong  Chinese  choose  English 
names.  It  is  not  uncommon  to  en- 
counter Chinese  here  with  names  like 
Apple,  Psyche,  Creamy  or  Cinderella. 

Taking  an  English  name,  whichi 
took  root  only  15  or  20  years  ago, 
began  as  a  way  of  identifying  with  the 
ruling  class.  Now  it  is  a  local  custom. 

Cinderella  Mak  said  she  knew  her] 
name  came  from  a  fairy  tale  but  did 
not  realize  it  would  be  considered 
unusual.  "By  the  time  I  realized  it 
was  very  different,  I  liked  that,"  she 
said.  "People  always  remember  me." 

After  using  the  name  Creamy  for 
years,  Creamy  Cheung,  a  secretary, 
decided  her  name  "didn't  sound  pro- 
fessional enough." 

"I've  decided  to  change  to  An- 
thea,"  she  said.  "Do  you  like  it?" 
-Barbara  Basler,  New  Tork  Times  ■ 
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FROM  our  American  research  and  design  centers  to  our  U.S.  manufacturing  plants,  Toyota 
is  committed  to  job  growth  in  all  the  communities  where  we  operate.  Our  more  than 
$5  billion  investment  in  America  is  paying  off  in  the  form  of  thousands  of  jobs  right 
across  the  country.  It's  an  investment  in  people  and  that's  an  investment  in  the  future. 
INVESTING     IN     T  H  E     THIN  0  S     W  E     ALL     CARE     ABOUT.  TOYOTA 


For  more  information  about   Loyola  tn  America  write  Toyota  Motor  Corporate  Service*,,    9  West   57th  Street,   Suite  4900,   New   York,   NY  10019 


1993  Bank  of  America  NT&SA. 
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he  Golden  Gate  Bridge  photographed  by  Robert  Mizono 


fhe  anchorage  at  each  cable  end 


contains  60,000  tons  of  concrete. 


from  the  bedrock  of  sound  principles 


comes  the  carefully  constructed  ability 


to  stand  the  tests  of  years  to  come. 


A  structure  that  rises  to  the  occasion. 


For  relationships  that  stand  through  time. 


Bank  of  America 


We're  looking  for  a  few  good  companies 
to  help  clean  up  the  planet. 


AM-RE  SERVICES,  INC.,  in  cooperation  with  the  Center 
for  Waste  Reduction  Technology  (CWRT*),  is  looking 
for  innovative  technology  companies  to  participate 
in  an  Emerging  Environmental  Technologies  Symposium 
to  be  held  on  June  23  &  24,  1994  in  New  York  City. 

Co-hosted  by  FORBES  magazine,  the  Symposium 
will  offer  environmental  technology  companies  the 


opportunity  to  develop  strategic  alliances  that  could 
facilitate  their  growth.  The  seminar  and  its  participants 
will  be  highlighted  in  a  special  section  of  FORBES. 

If  your  company  is  commercializing  an  environmental 
technology  with  the  potential  for  global  impact, 
please  call  Joan  Hal!  at  (203)  838-3710  for  an 
information  package. 


'CWRT  is  an  industry- driven  organization  within  The  American  Institute  of  Chemical  Engineers 

AM-RE  SERVICES,  INC. 

A  Subsidiary  of  American  Re  Corporation 
555  College  Road  East,  Princeton,  NJ  08543-5241 


Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago.  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne.  Mexico  City. 
Minneapolis,  Montreal,  New  York,  Philadelphia,  San  Francisco,  Santiago,  Singapore.  Sydney.  Tokyo,  Toronto,  Vienna 


Commentary 

events  at  home  and  abroad 


Caspar  W.  Weinberger,  Chairman 


COMPROMISE,  APPEASEMENT  AND  S UG ARC O ATIN G 


ERE  are  AT  LEAST  two  patterns — one  in  foreign,  one  in 
nestic  affairs — emerging  from  recent  actions  by  the 
nton  Administration  that  will  be  particularly  damaging 
he  futures  of  our  security  and  economy.  Both  stem  from 
White  House  tendency  to  place  the  highest  priority  on 
ising  the  most  voters,  a  holdover  from  campaign  days, 
n  foreign  affairs  we  see  the  pattern  clearly  in  our 
5onse  to  the  urgent  pleas  of  Poland,  the  Czech  Repub- 
ind  Hungary  that  they  be  allowed  to  join  NATO.  Last 
just  we  were  seriously  considering  these 
posals,  which  had  obtained  a  major 
)St  when  President  Yeltsin  said  that  Pol- 
membership  would  be  "not  contrary  to 

interest  of  any  state,  including  Russia." 
nstead  of  eagerly  supporting  the  three 
ner  communist  states'  requests  to  join 
TO,  the  Administration  lost  valuable 
e  by  trying  to  please  everybody.  Then, 
Sept.  30,  Yeltsin,  in  a  reversal,  warned 

West  against  expanding  NATO  east- 
•d.  This  was  followed  by  an  incredible 
[  still  unrepudiated  statement  from  Yev- 
ly  Primakov,  head  of  the  foreign-intelli- 
ice  arm  of  the  former  KGB,  that  any 
ve  by  NATO  to  incorporate  Eastern  European  coun- 
s  would  force  Moscow  into  fundamental  military 
mtermeasures. 

me  Clinton  Administration  had  already  concluded 
t  it  should  not  offend  anyone  in  Russia  and  so  pro- 
ed  a  typically  fuzzy  compromise  called  the  Partner- 
)  for  Peace.  This  invited  Russia  and  the  other  14 
ublics  of  the  former  Soviet  Union,  as  well  as  the 
ner  Warsaw  Pact  countries — everybody — to  join  to- 
iler for  "peacekeeping,  crisis  management,  search- 
l-rescue  missions  and  disaster  relief."  Maybe  later 
le  could  actually  join  NATO.  It  was  clear,  however, 
t  the  nations  wishing  to  join  NATO  were  being 
ised  the  security  guarantees  that  go  with  membership, 
d  the  willingness  of  those  nations  to  share  in  the 
■dens  of  NATO  was  being  summarily  rejected.  And  all 
ause  of  Russia's  old-style  threats  to  "re-deploy  its 
:es  and  change  its  operational  plans." 
-lenry  Kissinger  said  it  best,  "We  resisted  blackmail 
en  Russia  was  strong;  does  it  make  sense  to  permit 
>scow  to  blackmail  us  now  with  its  domestic  weakness?" 


on 


Bobby  Inman:  Strong  sup 
porter  of  NATO  expansion. 


It  is  encouraging  that  Admiral  Bobby  Inman  feels  that 
NATO  should  be  expanded  by  including  the  most  demo- 
cratic of  the  Eastern  European  nations — regardless  of 
Russia's  objections. 

Sadly,  we  see  the  Administration's  tendency  to  appease 
U.S.  adversaries  in  its  approach  to  North  Korea,  despite 
the  North's  unambiguous  nuclear  threats.  And,  much 
closer  to  home,  the  Administration  allowed  a  few  ruffians 
the  dock  at  Port-au-Prince  to  turn  back  American 
ships  designated  to  carry  out  what  had 
been  up  to  then  American  policy  in  Haiti. 
This  was  also  similar  to  our  Somalia  policy, 
where  we  changed  from  hunting  Moham- 
med Aidid,  a  terrorist- murderer,  to  serving 
as  his  chauffeur,  helping  him  attend  meet- 
ings with  other  warlords. 

On  the  domestic  side,  our  pattern  of 
concealing  bad  news  and  sugarcoating  pro- 
posals in  order  to  eliminate  opposition  is 
regularly  demonstrated  in  the  discussions 
of  the  ever-changing  Clinton  health  care 
plan.  When  Treasury  and  OMB  were  at  last 
allowed  to  review  the  plan,  a  number  of  the 
original  cost  estimates  went  up,  such  as  the 
$16  billion  increase  in  the  figure  for  subsidizing  health 
premiums  for  small  firms.  And  the  Administration  initially 
proposed  that  $238  billion  of  the  plan's  total  cost  would 
come  from  Medicare  and  Medicaid  spending  cuts.  This 
means  that  at  least  20%  would  need  to  be  eliminated  from 
currently  projected  spending  levels  (which  are  probably 
too  low  to  begin  with).  And  who  in  Congress  is  going  to 
be  willing  to  make  cuts  of  this  magnitude? 

Speaking  of  Medicare,  remember  that  shortly  before 
Medicare  was  enacted  in  1965,  President  lohnson  was 
told  it  would  cost  about  "half  a  billion  dollars  a  year  when 
fully  implemented."  But  when  the  program  went  into 
effect,  the  actual  cost  for  the  first  full  year  was  $6.5  billion. 
Medicare  and  Medicaid  together  were  projected  to  cost 
$20  billion  by  1990.  That  was  not  quite  right.  The  actual 
costs  by  1990  exceeded  $186  billion.  The  Administra- 
tion's estimate  for  Medicare  alone  for  1993  is  $132.8 
billion.  That  is  quite  a  precise  estimate  for  what  is  likely  to 
total  at  least  $135  billion.  The  lesson?  Beware  of  the 
Administration's  sugarcoating  rhetoric  designed  to  lull 
your  worries  that  President  Clinton  is  a  big  spender.  H 
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Why  Put  Munis  And 
Taxables  In  One  Fund? 

To  Seek  Maximum 
After-Tax  Total  Return. 


Unlike  tax-free  funds  which  focus  on  after-tax yield,  Spartan® 
Bond  Strategist™  seeks  to  maximize  after-tax  total  return 
(yield plus  change  in  principal  value,  after  taxes) .  That  isn't 
always  achieved  by  investing  100%  in  municipals,  because 
taxable  bonds  sometimes  offer  higher  after-tax  returns. 

One  Fund  Does  It  All 

Spartan  Bond  Strategist  is  the  easy  way  for 
investors  in  the  3 1  %  or  higher  tax  brackets  to 
seek  the  maximum  after-tax  total  return.  By 


The  Changing  Bond  Market  Means  Changing  Opportunities 

Sometimes  taxables  offer  a  higher  after-tax  total  return, 
sometimes  municipals  do.  Over  time,  a  managed  allo- 
cation strategy  may  offer  higher  after-tax  returns  than 
investing  purely  in  either  sector. 


Municipals 


Corporates 


The  chart  compares  the  Lehman  Brothers  Long-term  Municipal  Bond  and  Long-term 
Corporate  Bond  Indices,  adjusted  to  reflect  the  31%  federal  income  and  28%  capital 
gains  tax  rates* 

\\sm%proprietaty  computer  models,  the 
Fund  manager  is  able  to  carefully  shift  Fund 
assets  between  tax-free  and  taxable  bonds 
to  take  advantage  of  the  changing  bond  mar- 


Fidelity 


ket.  Plus,  Fidelity's  outstanding  research 
and  expertise  support  every  investment 
decision. 


With  Fidelity's  Spartan 
Approach® 

To  further  help  maximize  total  return, 
the  Fund  also  uses  Fidelity's  Spartan 
Approach®  to  reduce  the  Fund's  ex- 
penses.' The  Spartan®  family  of  funds  is 
another  example  of  Fidelity's  ongoing 
commitment  to  find  innovative  solutions 
to  suit  investors'  needs. 

Find  Out  More  Today 

Spartan  Bond  Strategist  is  the  one  no-load 
fund  that  combines  municipals  and  tax- 
able bonds  to  maximize  after-tax  total 
return."  To  find  out  more  about  this  revo- 
lutionary approach  to  bond  investing,  call 
for  a  free  fact  kit  today.  It  will  contain  a 
prospectus  with  more  complete  informa- 
tion, including  charges  and  expenses. 
(Minimum  investment:  $10,000.) 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 


Investments 

Common  sense.  Uncommon  results. 


1    iefi  -re  you  send  money.  The  fund  does  not  take  into  account  state  and  local  taxes,  or  the  federal  alternative  minimum  tax.  Share  price,  yield  and 
i    i  gain  or  loss  when  you  sell  your  shares.  'Transactions  may  reduce  your  yield.  -The  fund  charges  a  .50%  redemption  fee  on  shares  held  less  than  180 
e  historical,  include  reinvestment  of  dividends  and  capital  gains  and  do  not  reflect  the  performance  of  any  Fidelity  fund.  Fidelity  Distributors  Corporation. 
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Why  the  Fed  is  unlikely  to  raise  interest  rates 


Conventional  wisdom  now  has  it  that  early 
this  New  Year  the  Federal  Reserve  will  tighten 
monetary  policy  and  push  the  federal  funds 
rate  up  by  50  points  or  so.  By  year-end  this  key 
rate  will  be  at  least  4%  and  maybe  as  high  as  5%, 
according  to  the  forecasters  at  the  Paris- based 
Organisation  for  Economic  Cooperation  & 
Development.  The  Fed  funds  rate  has  been 
around  3%  since  October  1992. 

Such  a  move  would,  of  course,  lift  interest 
rates  in  general,  put  a  crimp  in  the  recent  uptick 
in  the  economy  and  throw  a  bombshell  into 
the  financial  markets. 


But  as  it  often  is,  conventional  wisdom  in 
this  case  is  most  likely  wrong. 

With  hindsight  it  can  be  seen  that  the  Fed- 
eral Reserve  actually  snugged  policy  a  little  start- 
ing in  October,  at  the  first  indication  that  the 
economy  had  started  to  turn  for  the  better.  The 
money  indexes  are  very  volatile  in  the  short 
run,  but  by  smoothing  these  changes  over  time, 
the  Institute  for  Research  on  the  Economics 
of  Taxation  shows  that  in  the  fall  the  Fed  began 
slowing  the  12%  to  15%  annualized  growth  in 
the  broad  money  base,  to  a  recent  5%  to  6%  and 
dropping. 


Inflation,  not  the  sky,  is  falling 


Since  last  April  the  Fed  has  encouraged  talk 
that  it  might  tighten — the  latest  episode,  from 
Fed  Vice  Chairman  David  Mullins,  came  as 
recently  as  early  December.  Creating  a  specter 
of  higher  rates  (as  opposed  to  the  real  thing) 
has  worked.  The  yield  curve  has  continued  to 
flatten;  the  gap  between  long  and  short  rates  is 
now  around  3.1%,  down  from  around  3.5%  in 
the  summer,  and  the  ten-year  Treasury  is 
down  to  5.7%  from  5.9%  in  August. 

Declining  inflationary  prospects  are  the  key 
reason  for  this  success.  Consumer  price  inflation 
is  headed  lower  than  the  present  annual  rate  of 
2.7%,  perhaps  to  as  low  as  2%  by  this  summer. 

There  are  several  reasons  for  this  optimism: 

■  World  oil  prices  will  probably  stay  low.  At 
present  they  are  running  at  $1 3.50  for  a  barrel  of 
North  Sea  oil  and  a  bit  over  $14  for  West 
Texas  light  crude.  The  key  factor  is  that  OPEC 
continues  to  overproduce  by  around  1  million 
barrels  a  day  at  a  time  of  sluggish  demand.  Tiny 
changes  in  the  supply-demand  balance  for  oil 
have  a  large  impact  on  prices.  The  Department 
of  Energy  reckons  that  a  large  share  of  OPEC's 
overproduction  has  gone  into  stocks. 

■  Raw  materials  prices  have  been  causing 
some  concern,  having  risen  by  5%  to  6%  since 
August;  but  these  prices  are  still  8%  or  so 


below  I9921s  peaks  and  have  been  on  a  declin- 
ing trend  since  1989.  Increased  supply  from 
such  countries  as  Mexico,  India  and  China  (fur- 
thered by  the  recent  international  trade  agree- 
ments) will  sustain  the  fall  in  prices  of  imported 
goods  into  the  U.S.,  inhibiting  domestic  man- 
ufacturers from  raising  their  prices. 
■  U.S.  productivity  continues  to  rise  (up  by 
4.3%  in  the  third  quarter  of  1993  for  nonfarm 
workers),  and  unit  labor  costs  continue  to  fall 
even  though  there  is  now  some  modest  growth 
in  new  jobs.  The  Fed's  own  concern  that  man- 
ufacturing capacity  utilization,  now  83%,  might 
signal  an  uptick  in  inflation  seems  misplaced. 
The  Fed  undercounts  capacity.  Despite  all  the 
new  high-productivity  investment  in  comput- 
ers and  the  like,  the  Fed  says  capacity  increases 
just  2%  a  year.  General  industry  delivery  dates 
show  no  sign  of  stretching. 

None  of  this  is  likely  to  change  much  until 
Japan  and  the  European  Union,  notably  Ger- 
many, move  clearly  out  of  recession.  That 
seems  unlikely  to  happen  before  the  summer,  at 
the  very  soonest. 

Moreover,  the  higher  taxes  that  took  effect 
on  Jan.  1  will  apply  their  own  brake  (of  around 
half  a  point  of  gross  domestic  product)  to 
economic  growth. 


Greenspan's  stick  is  turning  into  a  magic  wand 


Lower  inflation  would  make  the  Fed  hinds 
rate  clearly  positive  in  real,  inflation-adjusted 
terms,  a  key  policy  item  for  Alan  Greenspan, 
chairman  of  the  Federal  Reserve. 

There  is  another  reason  for  the  Fed  not  to 
tighten,  points  out  John  G.  Lonski,  a  senior 
economist  with  Moody's  Investors  Service. 
Tighter  money  would  amplify  the  strength  of 
the  dollar  against  the  German  mark,  especially 
when  the  Bundesbank  makes  expected  further 
cuts  in  German  interest  rates.  An  even  stron- 


ger dollar  would  further  adversely  affect  U.S. 
net  exports,  which  are  already  down. 

By  not  raising  rates,  the  Fed  would  give 
another  boost  to  the  bond  markets  and  to 
stocks,  which  hit  further  record  highs  after 
Christmas.  And  it  would  turn  into  the  most 
serendipitous  good  luck  for  the  Clinton  Ad- 
ministration. It  seems  that  the  very  small  stick 
the  Fed  has  been  wielding,  to  go  with  its  large 
volume  of  tough  talk,  is  turning  out  to  be  a 
magic  wand  for  Bill  Clinton.  I 
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The  Forbes  Index  (1967=100) 
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Current  246.6*1 
Previous  244.9 
Percent  change  0.7% 
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The  nation's  employment  picture  is  brightening.  Th« 
Conference  Board  reports  that  its  index  of  help-wantec 
advertising  is  at  its  highest  level  since  December  1990 
And  the  average  number  of  new  claims  for  uncmploymen 
benefits  fell  1.7%  in  November,  to  just  under  339,000 
Note:  The  Bureau  of  Labor  Statistics  is  modifying  the  wa} 
it  measures  unemployment  in  an  effort  to  more  efficiendj 
count  discouraged  and  unsuccessful  job  seekers.  So  th< 
November  unemployment  rate — initially  reported  z\ 
6.4% — will  be  a  bit  higher  when  it  is  restated. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

7.8% 

Index  of  leading  indicators  Oct  vs  Sept 

Dept  of  Commerce 

0.5% 

Trade  balance  12  months  ended  Oct  1993 

Dept  of  Commerce 

-$113  bil 

All-commodity  producer  price  index  Nov  vs  Oct1 

Dept  of  Labor 

-0.2% 

GDP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Commerce 

2.9% 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

2.6% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  12/20/93. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


114 


105 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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340 


310  1 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Services    •   Total  index 


165 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


140 


New  housing  starts  (thousands)  privately  owned, 
unad|usted  (Dept  of  Commerce) 


185 


Retail  sales  (Sbillions). 

seasonally  adjusted  (Dept  of  Commerce) 


Inventories    •   New  orders 


270 


210 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 


3300 


3100 


2900 


2700 


Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


790 


770 


750 


730 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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The  Service, 
The  Style, 
And  The  Spirit 
To  Go  Further 
ForYouThanAny 
Other  Airline. 


Based  on  systemwidc  flights  and  cities  served  by  Helta  and  the  Delta  Connection*  ©  1994  Delta  Air  Lines,  Inc. 


It's  a  ticket  agent  in  L.  A.  who  under- 
stands how  urgently  you  need  a  seat  on 
the  next  flight  to  Frankfurt.  A  Crown 


Room  in  New  York,  your  own  quiet 
little  corner  of  the  world.  It's  a  14  hour 
flight  across  the  Pacific  that  just  doesn't 
seem  that  long.  It's  Delta  Air  Lines. 
And  more  than  70,000  people  around 
the  world  who  know  that  a  person 
traveling  on  business  is  still  a  person. 
Not  merely  a  seat  number.  So  we  offer 
you  a  level  of  personal  attention  and 
extraordinary  service  unmatched  in 
the  industry.  We  offer  you  4,900  depar- 
tures every  day  that  cover  the  world; 
with  more  morning  arrivals  to  Europe, 
more  flights  to  more  North  American 
cities,  and  the  newest,  most  modern 
fleet  of  aircraft  to  the  Pacific  Rim.  And 
we  offer  you  ourselves.  Our  energy 
and  our  enthusiasm  for  what  we  do. 
So  join  us  on  your  next  business  trip. 
We  think  you'll  love  the  way  we  fly. 


ADEUAAIR  LINES 


Not  since  the  Sixties 

has  so  much  money  flowed  into  hedge  funds. 
Remember  how  the  1960s  ended? 

George  Soros, 
meet  A.  W.  Jones 


By  Dyan  Machan  and  Riva  Atlas 

On  Wall  Street,  L993  w  as  the  year 
oi  the  hedge  fund  managers — those 
flamboyant,  dice  tossing  speculators 

who  run  at  least  $60  billion  in  private 

investmeni  partnerships  assets. 

The  most  spectacular  of  these  spec 
ulators  is,  of  course,  George  Soros, 
whose  Quantum  Fund  made  well 
over  $]  billion  in  L992  shorting  the 
British  pound  (Forbes,  Nov.  9,  1992) 


and  whose  position  in  Newmont 
Mining  stirred  the  precious  metals 
markets  in  1993.  Hut  Soros  had  plen- 
ty of  company.  Julian  Robertson,  of 
the  $7  billion  Tiger  funds,  made  a 
killing  on  French  and  German  gov- 
ernment bonds,  betting  correctly  that 
recession-ravaged  Europeans  would 
have  to  lower  interest  rates. 

The  press  was  dazzled  recently 


when  FORBES  reported  that  the  j 
nior-most  of  Goldman,  Sachs'  16 
partners  earned  $5  million  last  year) 
The  Goldman  partners  were  pikers 
compared  with  hedge  fund  managers 
As  the  head  of  Goldman,  Sachs  Asse 
Management  a  few  years  back,  Leoi 
Cooperman  used  to  routinely  pul 
down  many  millions  of  dollars  a  yean 
But  in  1992  Cooperman  started  hi 


Hedge  hogs 
As  their  prede- 
cessors did  in  the 
1960s,  today's 
hedge  fund  manag- 
ers are  attract- 
ing vast  sums  of 
money  to  man- 
age. The  three 
highest-compen- 
sated managers: 
George  Soros 
(left),  Julian 
Robertson  (top 
right)  and  Michael 
Steinhardt. 
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'ii  Omega  Partners  hedge  fund.  In 
r  two  years  the  fund  has  grown  to 
billion  in  assets.  Cooperman's  firm 
ned  over  $100  million  in  tees  last 
ir,  most  of  that  sheer  profit. 
People  were  shaken  a  few  years  back 
ien  it  was  reported  that  Michael 
lken  earned  $550  million  in  one 
ir.  George  Soros  last  year  could 
/e  easily  shattered  Milken's  record, 
addition  to  the  huge  profits  he 
de  on  his  own  capital,  Soros'  firm 
y  have  grossed  $625  million  in  fees 
t  year.  He  is  rumored  to  have  paid 
78  million,  or  one-third  of  the 
entive  fee,  last  year  to  his  chief 
itenant,  Stanley  Druckenmiller. 
Soros  had  competition.  The  dozen 
jge  managers  in  the  table  run  funds 
h  aggregate  assets  of  $40  billion, 
mbined,  the  12  split  fees  exceed- 
;  $2.4  billion,  with  $1.4  billion  of 
.t  going  to  just  three  operators: 
orge  Soros  ($625  million),  Julian 
bertson  ($525  million)  and  Mi- 
lel  Steinhardt  ($300  million). 
/Vith  successes  like  these,  half  the 
>ney  managers  on  Wall  Street  seem 
lust  to  run  hedge  funds — and  in- 
ters seem  eager  to  entrust  their 
»ney  to  them.  One  Wall  Street  law 
n  reports  that  it  sees  at  least  two 
v  hedge  fund  partnerships  a 
•nth.  When  Michael  Steinhardt  an- 
unced  that  his  Steinhardt  Partners 
uld  accept  new  money  in  Decem- 
•  1992,  $600  million  flowed  in  by 
)ne  in  just  four  hours. 
Jtanley  Shopkorn,  50,  formerly 
id  of  worldwide  equity  trading  at 
omon  Brothers,  started  Ethos 
pital  Partners  at  the  end  of  1992. 
expects  to  start  1994  with  assets  of 
:r  $500  million,  more  than  $100 
lion  of  it  new  money. 
^)avid  Gerstenhaber,  formerly  a 
r  investor  with  Tiger  Management, 
rted  Argonaut  Partners  at  the  end 
August,  and  already  has  $450  mil- 
i  in  his  hands.  Gerstenhaber  is  34 
i  now  earns  over  $  1 0  million  a  year 
management  fees  alone, 
rhere  are  now  some  800  hedge 
ids.  So  that  they  cannot  be  accused 
enticing  unsophisticated  investors 
gambling,  the  hedge  managers 
:  limits  on  participation.  The  mini- 
im  investment:  usually  $1  million 
more;  funds  with  99  investors  or 
rev  are  exempt  from  Securities  & 
change  Commission  scrutiny.  Hut, 


An  embarrassment  of  riches 

Principal 

Firm 

Assets 

Gross 

Estimated 

under 

returns* 

fee 

management 

incomet 

($bil) 

George  Soros 

Soros  Fund  Management 

$110 

67% 

$625 

Julian  Robertson 

Tiger  Management 

7.0 

68 

525 

Michael  Steinhardt 

Steinhardt  Partners 

4.8 

57 

300 

Bruce  Kovner 

Caxton 

2.5 

45 

250 

Leon  Levy/jack  Nash 

Odyssey  Partneis 

2.8 

40 

184 

Louis  Bacon 

Moore  Capital 

1.9 

46 

166 

Leon  Cooperman 

Omega  Partners 

2.0 

68 

100 

Philip  Hempleman 

Ardsley  Partners 

3.2 

32 

86 

John  Henry 

John  W.  Henry 

i.i 

36 

72 

Mark  Strome/Jeffrey  Susskind 

Strome  Susskind 

0.8 

143 

40 

Paul  Tudor  Jones 

Tudor  Investment 

1.7 

5 

54 

Mark  Kingdon 

Kingdon  Partners 

09 

43 

36 

*Most  recent  data  available  as  of  Dec.  28,  1993.  Returns  are  before  management  fees  and  profit  participations.  Where  a 
manager  operates  more  than  one  fund,  returns  represent  a  composite  of  results,  t  Excludes  manager's  earnings  on 
ownership  in  funds. 


In  just  one  year,  the  managers  of  these  dozen  hedge  funds 
raked  in  an  estimated  $2.4  billion  in  fees. 


of  course,  a  hedge  fund  manager 
whose  services  are  in  demand  ean  set 
up  as  many  different  partnerships  as 
he  can  sell. 

Why  is  running  a  hedge  fund  so 
profitable?  A  successful  hedge  manag- 
er profits  three  ways. 

■  I  le  is  usually  speculating  in  part 
with  his  own  money  (Michael  Stein 
hardt,  for  instance,  owns  around  1 0% 
of  his  firm's  $4.8  billion  currently 
under  management). 

■  The  hedge  manager  also  takes  a 
hefty  cut  of  the  profits  he  makes  for 
clients.  This  usually  amounts  to  be- 
tween 15%  and  25%  of  the  profits. 

■  And,  as  general  partner,  the  hedge 
fund  manager  charges  his  limited 
partners  a  fee  that  ranges  from  1%  to 
2%  of  the  assets  under  management. 

Unlike  publicly  registered  mutual 
funds,  the  hedge  funds  are  partner 
ships  that  act  as  individual  investors 
do.  Thus  a  hedge  manager  can  go 
short  and  long  in  many  different  fi- 
nancial instruments  around  the  world 
and  use  huge  amounts  of  borrowed 
money  to  leverage  his  bets. 

Because  he  can  leverage  his  bets 
with  borrowed  money,  a  couple  of 
bad  moves  could  easily  wipe  out  an 
investor's  capital  and  put  a  hedge 
fund  manager  out  of  business.  Rut  last 
year  just  about  everything  went  right 
lor  the  hedgers.  The  markets  were 


volatile — meaning  they  presented  op- 
portunities both  on  the  long  side  and 
on  the  short  side.  A  steep  yield  curve 
enabled  them  to  profit  on  fixed  in- 
come instruments  like  bonds  even  if 
the  bonds  didn't  move:  They  could 
borrow  short  at  a  little  over  3%  and 
earn  8%  on  the  money  in  long  bonds. 
But,  of  course,  bonds  did  move.  With 
interest  rates  falling  all  over  the  world, 
a  hedge  fund  could  place  leveraged 
bets  on  bonds  and  profit  both  from 
the  price  movement  and  from  the 
difference  in  what  it  paid  to  borrow 
money  and  the  much  higher  i merest 
rates  on  the  bonds. 

"It's  obscene  anyone  should  make 
this  much  money,"  admits  the  man- 
ager of  one  fund  that  appears  high  up 
on  our  table.  But  he  hasn't  offered  to 
cut  his  fees,  and  his  fund  is  still  accept 
ing  new  money. 

Perhaps  never  before  in  history 
have  so  few  made  so  much  money  so 
fast.  The  income  figures  in  the  adjoin 
ing  table  are  before  expenses.  A  hedge 
hind's  expenses  include  multimillion- 
dollar  salaries  as  well  as  office  space, 
communications,  legal  services  and 
accounting.  These  expenses  are  often 
tiny  in  proportion  to  the  potential  lees 
generated  from  a  large  base  ol  other 
people's  capital.  Mark  Strome's  $800 
million  Strome  Susskind  &  Co., 
which  took  in  $40  million  in  lees  last 
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Hedge  funds 


year,  has  just  23  full-time  employees. 

All  very  jolly  but  for  one  thing.  The 
preeedent  is  unsettling.  The  modern 
hedge  fund  got  its  start  in  the  late 
1940s  when  a  former  journalist  and 
academic  named  Alfred  Winslow 
Jones  started  his  A.W.  Jones  &  Co. 
partnership  and  rode  the  1960s  bull 
market  to  a  huge  personal  fortune. 
The  success  of  A.W.  Jones  &  Co. 
spawned  dozens  of  imitators,  just  as 
George  Soros'  success  is  creating 
copycats  by  the  hundreds. 

That  proliferation  of  hedge  funds 
ended  in  disaster — especially  for  late- 
arriving  investors.  After  topping  out 
in  1968,  the  stock  market  waffled 
about  and  then,  in  1974,  crashed, 
losing  26%  of  its  value  (a  crash  of 
similar  proportions  today  would 
knock  nearly  1,000  points  off  the 
Dow  industrials). 

According  to  John  Brooks'  Go-Go 
Tears,  a  fascinating  account  of  market 
madness  in  the  1960s,  in  less  than  two 
years  the  hedge  funds  lost  over  70%  of 
their  assets.  (A.W.  Jones  survived,  but 
in  a  much  diminished  state.) 

In  contrast  to  the  1960s,  hedge 
funds  today  aren't  dominated  by  U.S. 
stock  investments.  But  they're  not 
less  risky:  Many  of  the  funds'  most 
profitable  investments  are  illiquid  and 
impossible  to  hedge,  making  the 
hedge  fund  name  a  misnomer. 

"This  is  the  longest  period  the  U.S. 
stock  market  has  ever  gone  without  a 
10%  correction,"  cautions  a  spokes- 
man for  Paul  Tudor  Jones.  Putting  his 
money  where  his  fear  was,  Jones  short- 
ed a  lot  of  stocks  last  year,  and  turned 
in  one  of  his  worst  performances  ever. 
All  of  which  shows  that  people  who 
leave  parties  early  sometimes  miss  a  lot 
of  the  fun.  In  Jones'  case,  there  was 
compensation  for  missed  fun:  While 
he  didn't  get  much  profit  participa- 
tion, his  firm  still  raked  in  $54  million, 
mainly  in  management  fees. 

When  it  gets  this  easy  to  make  mon- 
ey, the  end  may  be  near.  As  their 
predecessors  did  in  the  1960s,  today's 
hedge  fund  managers  consider  them- 
selves contrarians,  independent  think- 
ers marching  to  their  own  drummers. 
But  increasingly  they  copy  one  anoth- 
er's trades.  "It's  fine  when  returns  are 
up,"  says  one  skeptical  investor.  "But 
with  everyone  chasing  the  same  plays, 
they  may  all  go  down  together."  And 
take  a  lot  o  people  with  them.  HHi 


In  Europe  and  Asia,  Levi's  jeans  sell  for  more 
than  twice  their  U.S.  retail  price.  Therein  lies  the 
key  to  the  jeansmaker's  future. 

The  Levi  straddle 


By  Nina  Munk 

Howd  YOU  like  to  buy  something  at 
retail  in  the  U.S.  for  $30  today  and  sell 
it  tomorrow  in  Europe  for  $80?  Im- 
possible? Not  if  the  product  is  a  pair  of 
Levi  Strauss  &  Co.'s  classic  501  but- 
ton-fly blue  jeans. 

Long  a  status  symbol  among  up- 
wardly mobile  young  European  and 
Asian  consumers,  Levis  retail  at  $80 
and  upwards  overseas.  You  can  buy 
the  same  item  at  your  local  Sears  or 
J.C.  Penney  for  $29.99.  What  a  won- 
derful arbitrage  opportunity — one 
not  lost  on  lots  of  money-short  tour- 
ists and  professional  smugglers. 

But  these  price  differentials  are  also 
the  key  to  the  company's  future.  A 
court  document  shows  that  in  1991 
the  company's  average  wholesale  price 
for  its  501  jeans  in  Europe  and  Japan 
was  $31.99 — $2  more  than  retail  in 
the  U.S.  No  wonder,  then,  that  in 
1992,  the  latest  year  for  which  Levi's 
foreign  figures  are  available,  sales  out- 
side the  U.S.  represented  38%  of  Le- 
vi's $5.6  billion  revenues  but  53%  of 
its  $361  million  profits. 

Credit  for  this  strong  overseas  per- 


Chief  Executive  Bob  Haas 

Have  foreign  potential,  will  exploit. 


formance  goes  to  Levi 
Strauss  Chief  Executive 
Robert  Haas,  great-great- 
grandnephew  of  company 
founder  Levi  Strauss,  and 
to  President  Thomas 
Tusher.  When  the  two  as- 
sumed their  current  posi- 
tions in  1984,  Levi's  for- 
eign operations  accounted 
for  just  23%  of  the  compa- 
ny's $2.5  billion  in  sales. 
The  division  posted  a  loss. 

Tusher,  now  52,  had 
headed  the  company's  Eu- 
ropean division  and  its  in- 
ternational operations.  He 
knew  from  personal  battles 
fought  and  lost  that  Levi 
had  made  a  mistake  abroad 
by  diversifying  into  a  dizzy- 
ing number  of  unrelated 
lines.  As  president,  Tusher 
helped  refocus  both  the  do- 
mestic and  foreign  market- 
ing efforts  on  Levi's  core 
denim  lines. 

It  worked.  The  company 
turned  around,  especially 
the  foreign  side.  In  the  U.S.,  sales  ol 
Levi's  jeans  have  been  flat;  Tusher 
believes  that  part  of  the  reason  is  that 
the  Levi  name  has  more  glamour 
abroad  than  it  does  at  home — hence 
the  high  selling  prices  abroad.  By 
selling  Levis  chiefly  in  trendy  jeans 
boutiques  in  Europe  and  Asia,  Levi 
has  reinforced  a  status  image  for 
which  consumers  expect  to  pay  more. 
In  the  U.S.  the  jeans  are  more  a 
commodity  item,  sold  in  great  heaps 
at  J.C.  Penney  and  Sears,  Roebuck. 

To  polish  the  image,  Levi  Strauss 
boosted  advertising  spending  a  stag- 
gering 31%,  to  $230  million  in  1992. 
But  there's  more  to  burnishing  the 
image  than  advertisements.  Learning 
from  its  overseas  experience,  Levi  is 
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ing  to  move  into  more  upmarket 
ailing.  In  November,  more  than  a 
:ade  after  R.H.  Macy  &  Co. 
mped  Levis  in  retaliation  for  Levi's 
ling  to  J.C.  Penney,  Levi  began 
ening  stand-alone  jeans  boutiques 
Macy's  stores.  At  Macy's,  basic 
Is  cost  $42. 

But  Levi  isn't  deserting  its  old  ac- 
jnts.  At  Sears,  too,  there  are  a 
>wing  number  of  stand-alone  Levi 
)ps,  and  retail  prices  on  501s  have 


risen  40%  since  1991.  "We're  helping 
them  reposition  501s  as  a  prestige 
product,"  explains  Warren  Flick, 
group  vice  president  in  charge  of 
men's  apparel  at  Sears. 

In  another  bid  to  add  glamour  to 
the  brand's  image  and  pricing,  last 
year  Levi  opened  a  splendid  6,200- 
square-foot  Original  Levi's  Store 
across  the  street  from  Bloomingdale's 
in  Manhattan.  The  new  store  sells 
basic  50 Is  for  $47,  higher  even  than 


sident  Tom  Tusher 
ling  Levis  as  glamour. 


Stone  washing  Levis  in  El  Paso 
The  price  for  that  worn-in  look 
is  going  up. 


Macy's  price.  About  300  Levi  special- 
ty stores  are  planned  for  the  U.S.  over 
the  next  three  years,  and,  if  all  goes 
well,  another  300  after  that.  In  short, 
Levi  is  paying  less  attention  to  volume 
and  a  lot  more  to  profit  margins. 

Don't  think  Tusher  is  taking  his  eye 
off  Levi's  foreign  operations.  "We're 
starting  up  in  India,"  he  says.  "We're 
looking  at  Russia,  South  Africa,  Chi- 
na, Southeast  Asia.  And  there  are 
places  where  we've  just  started:  Hun- 
gary and  Poland,  Korea  and  Taiwan, 
Turkey.  The  Czech  Republic  is  next." 

Leaning  forward  in  his  office  with 


the  stunning  views  of  San  Francisco's 
Bay  and  Golden  Gate  bridges,  he 
adds:  "And  I'm  just  talking  about 
jeans.  We  also  have  our  Dockers  line." 

Dockers,  Levi's  line  of  all-cotton 
leisure  slacks,  is  a  smashing  success. 
Since  its  introduction  in  1986,  the 
year  after  the  Haas  family  took  Levi 
Strauss  private  in  a  $1.7  billion  lever- 
aged buyout,  the  Dockers  line  has 
grown  into  a  $1  billion  business  and 
now  represents  nearly  30%  of  Levi's 
U.S.  sales. 

As  with  its  501  jeans,  Levi  has  been 
increasing  Dockers'  wholesale 
prices — not  to  reposition  the  brand 
but  simply  to  make  more  money. 
Sighs  a  buyer  at  Dillard  Department 
Stores:  "Every  time  [Levi's]  price 
goes  up,  we  take  the  loss,  not  Levi." 
Dillard's  standard  retail  markup  on 
men's  cotton  slacks  is  about  45%,  but 
just  35%  on  Levi's  Dockers  line. 

But  Dockers'  growth  has  slowed. 
After  growing  by  double  digits  year 
after  year,  Dockers'  unit  sales  were  flat 
in  the  first  nine  months  of  1993.  And 
Farah  Inc.  and  Haggar  Corp.  have 
made  a  real  dent  in  Dockers  by  beat- 
ing Levi  to  recognize  demand  for 
wrinkle-free  cotton  pants  (Forbes, 
Nov.  22,  1993).  Levi  is  now  working 
to  launch  wrinkle-free  Dockers. 

However,  Dockers  still  has  the  rest 
of  the  world  to  conquer.  Last  year 
Dockers  were  introduced  in  Sweden; 
an  all-Europe  launch  is  next.  In  De- 
cember Haas  and  Tusher  promoted 
James  Capon — a  Brit  who  ran  Levi's 
operations  in  Germany,  Austria  and 
Switzerland — to  head  Dockers  USA. 

The  first  foreigner  to  head  a  major 
domestic  division,  Capon  is  also 
meant  to  set  an  example  at  Levi 
Strauss,  where  Haas  and  Tusher  will 
continue  to  mold  the  141 -year-old 
company  into  a  truly  global  manufac- 
turer and  marketer.  But  also  into  a 
company  that  can  concentrate  on 
building  the  franchise  and  not  worry 
about  next  quarter's  net  per  share. 
Tusher  believes  Levi  could  never  have 
spent  the  money  to  launch  Dockers  if 
it  had  remained  a  public  company. 
Tusher:  "The  biggest  difference  [be- 
tween being  public  and  private]  is 
being  able  to  do  what  you  want  with 
out  being  under  the  constant  scrutiny 
of  a  lot  of  securities  analysts, 
whom  know  what  they're  1 
a  lot  of  whom  don't." 
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Barry  Gait  doesn't  like  a  lot  of  debt,  but  neither  does  he 
want  to  stop  expanding  his  natural  gas  holdings.  Faced 
with  that  choice,  he's  reluctantly  taking  on  more  debt. 


Gas  pains 


By  Christopher  Palmeri 

Addressing  an  oil  industry  confer- 
ence in  Houston  recently,  Barry  Gait 
said  he  believed  the  recent  plunge  in 
oil  prices  was  a  prearranged  gift  from 
the  Saudis  and  Kuwaitis,  to  repay  the 
U.S.  for  saving  them  from  Saddam 
Hussein.  That  theory  was  later  disput- 
ed vigorously  at  the  conference  by  no 
less  an  authority  than  former  Secre- 
tary of  State  James  Baker,  but  Gait  has 
stuck  to  his  opinion. 

If  Gait  is  right,  oil  prices  won't  stay 
down.  That  would  be  good  news  for 
natural  gas  producers  like  his  Seagull 
Energy  Corp.,  which  competes  for 
markets  with  imported  oil. 
Gait  is  a  true  believer  in  natu- 
ral gas.  Says  he:  "I'm  putting 
our  company's  money 
where  my  mouth  is." 

Gait,  60,  is  a  self-de- 
scribed "reformed  lawyer" 
who  held  executive  posi- 
tions at  Williams  Cos.,  the 
Tulsa  pipeline  and  telecom- 
munications firm.  He  quit 
Williams  in  1982  to  run 
Houston- based  Seagull. 

Seagull  was  a  tiny  gas 
pipeline  company,  but  Gait 
soon  changed  that.  He  ac- 
quired a  natural  gas  utility 
serving  89,000  customers 
in  Anchorage,  and  used  its 
steady  cash  flow  to  acquire 
seven  small  to  midsize  gas 
producers  at  bargain  prices; 
his  acquisition  cost,  75 
cents  per  thousand  cubic 
feet,  compares  with  average 
industry  reserve-replace- 
ment costs  of  86 
cents/mcf.  Total  acquisi- 
tion bill:  $970  million. 

Today  Seagull  Energy 
has  more  than  1.2  trillion 
cubic  feet  of  natural  gas  re- 
serves— a  lot  of  reserves  for 


a  company  with  estimated  1993  reve- 
nues of  $390  million  and  profits  of 
$27  million.  Yet  in  building  Seagull, 
Gait  has  been  careful  not  to  stretch  its 
balance  sheet  too  thin.  He  sold  new 
shares  after  nearly  every  purchase, 
raising  $327  million  in  six  stock  offer- 
ings over  the  years.  Despite  the  dilu- 
tion, cash  flow  per  share  has  more 
than  doubled  in  five  years. 

Gait  is  not  kidding  when  he  says  he 
puts  his  money  where  his  mouth  is  to 
back  up  his  faith  in  natural  gas'  future. 
In  late  November  Seagull  paid  $194 
million  cash  for  the  exploration  and 


Seagull  Ener 
Putting  his 


gy  Chairman  Barry  Gait 
company's  money  where  his  mouth  is. 


production  arm  of  Alberta- based 
Nova  Corp.  At  over  seven  times  cash 
flow,  the  price  is  on  the  high  end  for 
such  transactions. 

Seagull's  stock  had  already  begun 
to  fall  with  the  decline  in  oil  prices, 
but  news  of  the  Nova  deal  gave  it  a 
hard  kick  downward.  At  a  recent  23  a 
share,  Seagull  is  off  30%  from  its  1993 
high.  So  Gait's  stock  now  trades  at  less 
than  five  times  the  $4.75  per  share  in 
cash  flow  analysts  expect  for  1993  and 
at  a  slight  premium  to  its  $21.33-a- 
share  net  worth,  as  calculated  by  ana- 
lysts John  S.  Herold,  Inc.  Fast-grow- 
ing firms  like  Seagull  often  trade  at 
20%  and  higher  premiums. 

This  fall  in  his  stock  price  has  forced 
a  choice  on  Gait:  He  can  borrow  more 
to  finance  future  acquisitions,  since  he 
refuses  to  sell  new  stock  at  these 
prices.  Or  he  can  stop  acquiring,  since 
his  debt  is  already  60%  of  total  capi- 
tal— high  by  both  Seagull's  and  the 
industry's  standards. 

Faced  with  this  choice,  Gait  has 
opted  to  keep  expanding.  He  defends 
the  price  he  paid  for  Nova  by  saying  he 
acquired  a  group  of  talent- 
ed people  as  well  as  a  strong 
reserve  base  from  which  he 
believes  he  can  greatly  ex- 
pand production  for  both 
the  Canadian  and  U.S. 
markets  as  gas  prices  fulfill 
his  expectations  by  going 
up.  "Demand  is  rising  and 
the  industry  hasn't  been  re- 
placing production,"  Gait 
argues.  "Since  the  fall  of 
1992,  the  market  has  been 
running  essentially  flat  out. 
But  we're  still  living  off  a 
supply  created  eight  to  ten 
years  ago."  Gait  is  pumping 
up  Seagull's  drilling  budget 
by  35%,  to  $150  million 
this  year,  and  says  he  plans 
to  drill  30  new  exploratory 
wells  during  1994. 

Undeterred  by  Wall 
Street's  skepticism  or  by 
Jim  Baker's  denials,  Gait 
has  his  sights  set  on  more 
acquisitions.  He  has  a  small 
position  in  the  North  Sea 
and  has  hinted  at  a  move 
into  Argentina.  "If  my  be- 
liefs are  correct,"  he  says, 
"we  are  going  to  need  all 
the  gas  we  can  get."  H 
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srnie  Brennan  saved  Montgomery  Ward 
did  oblivion,  but  his  people  skills 
ave  something  to  be  desired. 

remper 
antrum* 


Marcia  Berss 


[E  executive  suite  door  keeps  re- 
ving  at  Montgomery  Ward.  In  ear- 
December  President  Harold  Kahn, 
mber  two  to  Chief  Executive  Ber- 
•d  Brennan,  departed,  right  in  the 
dst  of  the  key  Christmas  season. 
;t  ten  months  earlier  Kahn's  prede- 
sor  as  number  two,  Chief  Operat- 
;  Officer  Daniel  Levy,  also  quit, 
/eral  executives  below  Kahn  and 
vy  have  packed  it  in  as  well  during 
:  past  year  or  so. 

Hie  problem,  claim  executives 
o've  worked  with  him,  is  Brennan. 
is  one  of  many  top  people  who  have 
:  Ward's  in  recent  years  (who  asks 
remain  anonymous  because  of  a 
erance  contract):  "When  things 
not  going  well,  Bernie  looks  for 
neone  to  blame.1' 
Even  Brennan's  detractors  concede 
it  his  tough  management  style 
)bably  saved  Ward's  from  liquida- 
n.  After  taking  the  company  private 
1988  in  a  $3.8  billion  leveraged 
yout  financed  by  General  Electric 
pital  Corp.,  Brennan  sold  Ward's 
dit  card  portfolio  to  GE  Capital  and 


concentrated  on  retailing.  He  focused 
Ward's  into  a  store-within-a-store 
concept,  developing  specialty  stores 
for  products  like  jewelry  (Gold  'N 
Gems)  and  home  furnishings  (Home 
Ideas),  first  emphasizing  areas  where 
Ward's  was — and  still  is — strongest: 
appliances  and  consumer  electronics 
(Electric  Avenue)  and  automotive 
(Auto  Express). 

The  strategy  bore  fruit  almost  im- 
mediately. Ward's  posted  record  net 
income  of  $153  million  (net  margin, 
2.8%)  in  1990,  the  same  year  Ward's 
crosstown  rival,  giant  Sears,  Roebuck 
(run  by  Brennan's  brother  Edward), 
was  in  the  midst  of  its  string  of  disas- 
trous results.  Too,  Brennan  began 
paring  long-term  debt,  from  $808 
million  in  1988  to  $218  million  last 
year,  bringing  down  the  long-term 
debt/equity  ratio  to  a  healthy  39%. 

In  retrospect,  however,  1990  was 
Ward's  peak  earning  year.  Between 
1990  and  1992  Ward's  sales  were 
virtually  flat,  not  even  keeping  pace 
with  inflation.  This,  despite  8  net  new 
stores;  the  current  total  is  361.  Over 


the  period,  sales  per  square  foot  of 
selling  space  dropped  8%.  Pretax  prof- 
it margins  fell  from  3.6%  ($198  mil- 
lion) in  1990  to  2.6%  ($150  million) 
in  1992,  despite  a  big  drop  in  interest 
expense.  For  the  first  nine  months  of 
1993,  same-store  sales  were  up  5%, 
but  margins  were  on  a  par  with  1992's 
weak  performance.  Sales  last  year, 
around  $6  billion. 

Among  the  problems:  Ward's  key 
Electric  Avenue  group  (hard  goods 
are  55%  of  Ward's  sales)  has  been 
caught  in  the  crossfire  of  the  price 
wars  between  the  nation's  leading 
consumer  electronics/appliance  mer- 
chants, Circuit  City  and  Best  Buy 
(Forbes,  Dec.  20,  1993).  Moreover, 
Ward's  old  rival,  Sears,  is  making  a 
comeback  by  emphasizing  apparel 
goods;  apparel  boasts  twice  the  mar- 
gins of  Electric  Avenue  goods  like 
personal  computers.  Brennan 
brought  in  Harold  Kahn,  a  respected 
Macy's  executive,  late  in  1992  to 
strengthen  Ward's  apparel  business. 
But  observers  say  Brennan  undercut 
Kahn's  authority.  Hence  Kahn's  de- 
parture after  a  mere  15  months  on 
the  job. 

Some  of  Ward's  problems  are  be- 
yond Brennan's  control.  For  exam- 
ple, Ward's  biggest  market — ac- 
counting for  about  16%  of  its  stores — 
is  in  troubled  California.  Ward's  has 
also  been  opening  new  stores;  Bren- 
nan has  offset  the  outlays  for  new 
stores  by  cutting  advertising  and 
promotion. 

Since  he  took  Ward's  private  and 
rebuilt  its  profitability,  Brennan  has 
wanted  to  take  the  company  public 
again — he  personally  controls  40%  of 
Ward's  equity;  GECC  owns  most  of  the 
rest.  But  the  recent  financial  results 
and  the  revolving  door  probably 
mean  Brennan  will  now  get  a  lower 
price  for  the  company  in  a  public 
offering.  Executive  meetings  routine- 
ly degenerate  into  shouting  matches, 
former  executives  say,  in  which  Bren- 
nan calls  his  lieutenants  "idiot"  and 
"imbecile." 

"The  [executive]  turnover  prohib- 
its him  from  attracting  people;  there 
are  some  people  who  won't  even  dis- 
cuss [going  to]  Montgomery 
Ward's,"  says  retailing  executive  re- 
cruiter Robert  Kerson.  "If  this  were  a 
publicly  held  business,  shareholders 
would  be  raising  questions."  Hi 
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What  do  you  get  when  you  combine  equal  parts 
Louisiana  politics,  big  money  gambling,  a  grand  jury 
investigation  and  Donald  Trump? 

Gambling  gumbo 


By  Graham  Button  and  Rita  Koselka 

When  last  Forbes  left  Louisiana 
Governor  Edwin  Edwards,  he  and  his 
cronies  had  rammed  through  legisla- 
tive approval  for  a  land- based  casino 
in  New  Orleans  (Forbes,  Mar.  1, 
1993).  Since  then,  the  state's  foray 
into  legalized  gambling  has  proved  to 
be  nothing  less  than  a  tragicomedy  of 
scandal  and  political  chicanery,  with 
Edwards  holding  down  center  stage. 

In  October  the  New  Orleans 
Times-Picayune  revealed  that  Ed- 
wards' four  children  were  involved  in 
companies  seeking  business  from 
Louisiana's  fledgling  riverboat  gam- 
bling industry.  The  eldest  daughter, 
43 -year-old  Anna,  for  example,  was 
trying  to  supply  riverboats  with  juice- 
dispensing  systems.  Her  letters  to  riv- 
erboat operators  noted  that  she  could 
be  reached  at  (504)  342-5855,  a 
number  at  the  Governor's  mansion  in 
Baton  Rouge. 

Edwards  denied  any  wrongdoing 
on  his  children's  part,  and  then 
abruptly  announced  that  his  offspring 
would  have  no  further  dealings  with 
the  riverboats.  Too  late.  The  state 
ethics  board  investigated  and  ruled 
that  the  children  were  legally  barred 
from  doing  business  with  the  river- 
boats. In  November  Edwards  and  his 
brood  signed  an  ethics  board  opinion 
affirming  the  ruling. 

The  Edwards  family  doings  have 
also  caught  the  eye  of  Baton  Rouge's 
politically  ambitious  District  Attor- 
ney Douglas  Moreau.  Moreau  has 
launched  a  grand  jury  investigation 
into  the  riverboat  gambling  industry 
and  the  Louisiana  Riverboat  Gaming 
Commission,  a  seven-person  body 
that  grants  preliminary  riverboat 
gambling  permits  and  whose  mem- 
bers are  appointed  by  the  governor. 

In  handing  out  permits — 15  in 
all — the  commission  passed  over 
some  well-financed  and  experienced 


applicants  like  itt  Sheraton,  in  favor 
of  some  relatively  inexperienced  but 
politically  well  connected  operators 
like  Belle  of  Orleans.  One  of  those  not 
granted  a  permit  was  Donald  Trump, 
who  doesn't  take  his  defeats  quietly. 
Trump  is  now  suing  the  state  over  its 
permit-awarding  process.  To  compli- 
cate matters,  the  state  police — which 


must  give  final  approval  to  the  river- 
boat applicants — may  decide  on  its 
own  to  award  licenses  to  some  appli- 
cants that  were  passed  over  by  the 
commission. 

Meanwhile,  Governor  Edwards  is 
still  creating  waves.  On  the  weekend 
of  Nov.  6  he  flew  to  Las  Vegas  for 
some  recreational  gambling  and  to 
take  in  the  Evander  Holyfield  versus 
Riddick  Bowe  heavyweight  title  fight 
at  Caesars  Palace,  one  of  his  favorite 
Vegas  haunts.  When  Edwards  refused 
to  disclose  who  paid  for  the  trip,  State 
Representative  David  Vitter  asked  the 
state  ethics  board  to  investigate.  Two 
days  later  Edwards  acknowledged 
that  Caesars  paid  for  the  trip  because 
he  agreed  to  gamble  more  than 


$20,000.  At  the  time  of  Edwards1 
trip,  Caesars  World,  owner  of  Caesars 
Palace,  was  a  partner  in  a  proposed 
riverboat  deal.  A  week  later  state  regu- 
lators were  notified  that  Caesars  had 
pulled  out.  Edwards  has  denied  any 
conflict. 

What  about  the  land- based  New 
Orleans  casino?  Edwards'  fingerprints; 
are  all  over  this,  too.  Grand  Palais,  ai 
company  that  holds  the  lease  on  the 
proposed  site,  had  originally  teamed 
up  with  Caesars  World  to  develop  the 
project.  But  then  it  emerged  that 
cronies  of  Edwards  and  of  New  Or-i 
leans  Mayor  Sidney  Barthelemy  were 
silent  partners  in  the  proposed  Grand 
Palais/Caesars  deal.  Partly  because  of 
the  disclosure,  state  regulators  award- 
ed the  land-based  gambling  license  to 
a  group  led  by  Promus  Cos. 

Final  curtain?  Not  quite.  Edwards 

Louisiana  Governor 
Edwin  Edwards 
At  center  stage 
in  a  tragicomedy 
of  politics,  gam- 
bling and  greed. 


then  announced  that  Promus  Cos. 
and  Grand  Palais  had  joined  forces  to 
build  the  casino.  Left  out  in  the  cold: 
Caesars  World,  which  is  now  suing 
Grand  Palais. 

All  these  shenanigans  have  soured 
Louisiana's  public  on  gambling.  A 
recent  statewide  poll  found  that  a 
majority  of  the  state's  voters  would 
now  discontinue  all  forms  of  gam- 
bling approved  in  recent  years — ex- 
cept the  lottery — if  they  were  given 
the  opportunity  to  do  so. 

"The  mix  of  bad,  old-fashioned 
Ix>uisiana  politics  with  big-money  le- 
galized gambling  was  a  disaster  wait- 
ing to  happen,"  says  Representative 
Vitter.  "And  I'm  afraid  it's  in  the 
process  of  happening  now."  U 


48 


Forbes  ■  January  17,  1994 


RECENTLY,  SCIENTISTS 
IN  BRAUNSCHWEIG,  GERMANY, SET  THE 
ATOMIC  CLOCK  BACK  ONE  FULL  SECOND. 

OUR  FLIGHT  SCHEDULES  HAVE 
BEEN  ADJUSTED  ACCORDINGLY. 


Every  365  days,  more  or  less, 
the  earth  completes  another  revo- 
lution around  the  sun.  It  is  a  ritual 
as  predictable  as  it  is  beautiful. 

And  for  the  last  three  of  those 
revolutions,  almost  as  predictably, 
Northwest  has  been  the  #1  on- 
time  airline 
among  the 
four  largest 
U.S.  carriers. 

(Based  on  U.S.  Department  of 
Transportation  consumer  reports 
for  the  years  1990, 1991  and  1992.) 

This  sort  of  record  should  be 
expected  from  an  airline  that  has 
made  punctuality  a  sort  of  corpo- 
rate mission. 

For  information  or  reservations, 
call  your  travel  agent  or  Northwest 
at  1-800-225-2525. 

And  you'll  soon  understand 
why,  in  Switzerland,  they  say  that 
a  good  watch  "should  run  iSfe 
like  a  Northwest  flight."  \£p 

NOj^TH\\j:ST 

Some  People  Just  Know  How  to  Fly' 


393  Northwest  Airlines 


Citibank  has  been  teaching  German  bankers  a  thing 
or  two  about  how  to  deal  with  the  modern  customer. 

Giti  iiber  alles 


By  Richard  ( J.  Morais 

Last  September  an  international  ex 
ecutivc  on  business  in  Munich  w.is 
running  low  on  tash,  so  he  dropped 
by  the  Arabella  branch  <»l  Deutsche 
Bank  i<>  gel  an  advance  on  one  ofhis 
credil  cards.  "Wc  can'l  do  thai 
snapped  a  Bavarian  matron  with  hair 
w  hipped  high  into  a  I  icehive,  "Go  to 
(  itibank." 

I  lc  did,  While  in  the  U.S.  ( iticorp 
h.is  been  heavily  i  riti<  ized 
for  its  history  <  >i  making  l>.ul 
lo.ms,  us  reputation  with 
the  ( lerman  public  is  g<  »ld 
plated,  It  scrvi< es  2.3  mil 
lion    German  customers 
wiili  .1  network  oi  303 
branches    <H5   more  than 
the  mother  bank  Ins  in  the 
entire  New  Y<  irk  mei  n  >p<  >l 
n. m  area. 

In  five  years  the  .issels  ol 

(  iii\  pi ivate  C lerman  bank 
have  jumped  63%,  to  $8.4 
billit in, , mil  its  $299  inillic >n 
operating  income  for  the 
firsi  nine  months of  L993  is 
26%  higher  dian  the  rc<  <  >rd 
results  oi  L992. 

All  rather  remarkable, 
considering  that  jnsi  three 
years  ago  ( itibank  was  an 
unknown  in  ( lei  many,  To 
day  i he  1 1  s.  bank  Is  rec < >g 
nized    unprompted  by 
hill  oi  .ill  Germans  "We 
have  .i  niche  in  < lermany,"  says  Vi(  i«>i 

J.  Mene/es,  (  Jiticorp's  he.ul  of  Euro 

pean  consumer  business, 

Establishing  thai  niche  was  quite  an 
a< ( < implishment .  in  1 973  ( m  en 
tered  Germany  by  acquiring  p. ms  oi 
the  kkb  bank,  a  provider  ol  high 
priced  lo.ms  As  .i  major  supplier  ol 
consumer  credil  in  the  U.S.,  Citi 
wanted  to  do  the  same  in  Germany, 

The  move  was  not  ,i  roaring  SU( 
cess.  "By  L987  growth  was  stagnai 
ing,"  says  Menezes,  "We  took  the 
decision  to  reposition  .is  ,i  broad,  lull 


servii  c  bank." 

A  lull  service  bank?  In  Germany? 
Take  on  the  I  )cutsche  Bank?  Were  the 

Cili  folks  smoking  dope?  Nol  at  all. 
(iili  knew  th.il  efficient  supplying  <>l 

i  <  msumcr  credil  requires  a  lot  of  tech 

nology,  ami  it  had  thai  technology.  It 
also  knew  that  its  concept  of  service 

was  years  ahead  of  the  German  con 

CCpl  ol  service. 


Vn  tin  I  Mcikvcs  nl  i  1 1 1 1 >  1 1 1 1-  I  uropi 
Liberating  German  consumers. 


German  retail  hours  arc  heedless  ol 
the    Customer,    with    many  hank 

branches  closed  over  lunch,  hew  facts 
of  everyday  German  life  are  more 
dreary  than  the  early  Saturday  morn 

inr,  rise  lo  stand  in  long  lines  at  the 
bank  and  then  the  rush  to  do  the 

week's  lood  shopping  before  every 
thing  shuts  down  at  noon. 

in  1989  (he  U.S.  bank  introduced 

telephone   banking   io  Germany, 

where  2  I  hour,  six  days  a  week  op 
erators  helped  customers  do  their 
banking  from  the  convenience  ol 


their  homes  or  offices.  Citi's  Ho 
chum  based  phone  banks  now  takfl 
over  350,000  calls  a  month,  anq 
Commerzbank,  Dresdner  and  Dent' 
sche  Bank  are  rushing  to  copy  th^ 
American  upstart . 

By  1990  Citibank  made  sure  cvcr)| 
German  branch  was  integrated  with 
Citicard  banking  centers.  Ciermail 
banks  have  been  slow  to  provide  cus 
tomers  with  integrated  24  hour  telle) 
machines,  leaving  Citibank  an  idea 
opening.  Two  years  later  Citibank'" 
travel  loving  German  customer  gol 
worldwide  access  to  his  current  ac 
COUnl  when  visiting  any  Citibank 
banking  center  in  the  world.  This  year 
he'll  be  able  to  do  so  by  manipulating 
a  German  language  menu. 

( Ircdit  cards  are  an  underdeveloped 
but  fast-growing  business  in  Cierma 
ny.  At  the  end  of  1992 
there  were  only  7.6  million 
cards  in  the  country,  a  27 
increase  over  the  previous 
year.  Citibank  customers 
own  623,000  of  those 
cards. 

Bypassing  the  elderly, 
hal  tipping  Deutsche  Bank 
customer,  Citibank  used 
$25  million  marketing  blitz 
to  change  its  name  fromi 
KKB  and  chase  sophisticated 
young  Cermans  comfort- 
able with  New  Age  bank 
ing.  To  attract  these  25  to- 
40  year  olds,  ( Citibank 
spoke  in  unbankerly  fash- 
ion. From  the  sides  of  tramsi 
in  Frankfurt  to  flickering  Til 
screens  in  Hamburg,  Ccr 
mans  were  saturated  with 
Citibank  and  the  images  ol 
silk  pajama  customers. 

In  one  of  the  most  over 
banked  nations  on  earth, 
Citibank  has  an  annual  customer 
growth  rate  of  about  10%.  Current 
account  Customers  are  coming  into 
the  bank  at  the  rate  of  50,000  a  year, 
twice  the  amount  from  before  the 
name  change.  And  all  this  growth  w as 
achieved  while  keeping  its  head  count 
down  In  1983  (  itibank  Germany 
had  575  accounts  li>r  each  employee; 
now  that  employee  handles  1,080 
accounts. 

When  (  iti  brought  its  Yankee  ways 
to  Germany,  the  local  bankers  snick- 
ered. They  aren't  snickering  now.  ■ 
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)  power  again  in  Poland,  the  old  Communists  tell  their 
eople  that  the  West  has  abandoned  them, 
nfortunately,  the  ex-Communists  are  telling  the  truth. 

Don't 

ibandon  us! 


IY  MICHAEL  NOVAK 


:hael  Novak  holds  the 

)rge  Frederick  Jewett  chair  in  religion  and 

)lic  policy  at  the  American  Enterprise 

titute  in  Washington,  D.C.  His  book  The  Spirit 

democratic  Capitalism  has  been  widely 

lslated  around  the  world. 


iESE  ARE  GRAY,  wintry  days  in  Po- 
ld,  and  the  news  is  not  good.  De- 
mber  began  with  the  headline 
IATO  doesn't  want  us,"  a  theme  that 
rners  support  for  the  recently  vic- 
rious  Communist  plus  Peasant  Par- 
coalition  that  looks  as  though  it 
ly  dominate  the  Polish  government 
:  a  long  time  to  come. 
The  thing  that  most  surprised  me 
er  a  week's  visit  to  Warsaw,  Krakow 
d  Gdansk  is  the  insecurity  people 
:1 — and  this  was  before  the  success 
Vladimir  Zhirinovsky's  warlike 
rty  in  the  Russian  elections.  Russia 
>rries  them.  They  keep  bringing  up 
ka.  (In  late  November  I  heard  the 
ne  theme  again  and  again  in 
ague. )  They  think  the  West  is  aban- 
ming  them — nato  doesn't  want 
— to  a  Russian  sphere  of  influence, 
t  they  know  themselves  to  be  West- 
lers  through  and  through. 
Poland  is  as  separated  from  Russia 
y  Ukraine  and  Belarus)  as  from 
ance  (by  Germany).  Krakow  is  as  far 
>m  Moscow,  virtually  to  the  kilome- 
•,  as  it  is  from  Paris.  Gdansk  ( Dan 


zig,  once  upon  a  time),  one  of  Eu- 
rope's two  or  three  greatest  seaports, 
resembles  Amsterdam,  not  Moscow. 
Westerners  may  think  of  Poland  as 
Eastern  Europe,  but  Poland  considers 
itself  the  heart  of  the  West.  Prague 
and  Krakow  were  highly  developed 
centers  of  art,  learning  and  commerce 
when  lonely  Indian  campfires  were 
the  sole  illumination  of  Manhattan, 
and  Munich,  Berlin  and  other  West- 
ern cities  were  rude  provincial  towns. 

American  consciousness  is  narrow, 
and  its  grasp  of  history  shallow. 
Former  prime  minister  Tadeusz 
Mazowiecki  told  me  that  President 
Bush  made  a  great  error  in  focusing  so 
intently  on  Russia  that  he  forgot  the 
countries  in  between.  Everyone  feels 
the  same  fear.  Mazowiecki,  like  oth- 
ers, has  been  disappointed  by  Clin- 
ton's statements  on  Bosnia  and  his 
apparent  indifference  to  the  world 
beyond  America's  shores. 

The  American-Russian  embrace: 
This  is  what  frightens  people.  It  was 
not  only  communism  that  they  came 
to  hate;  communism  was  an  evil  over- 
lay of  a  more  ancient  fear  of  Russia. 
Now,  they  note,  when  the  Russians 
say  that  nato  cannot  include  the 
smaller  Eastern  countries,  the  West 
bows  in  deference,  even  though  Rus- 
sia is  weak.  What,  they  ask,  will  the 
West  do  when  Russia  becomes  strong 
again,  as  certainly  it  will? 

Poland  has  made  enormous  prog- 
ress since  December  1989.  More 
than  1 .6  million  new  small  business 
enterprises  have  been  started.  There 
are  several  hundred  thousand  new 
automobiles  on  the  roads,  and  one 
clear  sign  of  prosperity  has  arrived 
in  the  cities:  traffic  jams.  The  shops 
are  full,  bright  and  bustling.  Unlike 
four  years  ago,  when  salespeople 


were  sullen  and  resentful,  today 
they  are  eager  to  help,  to  sell  and  to 
please.  The  currency  is  now  con- 
vertible. Inflation  has  come  down. 

But  the  exclusion  from  the  West 
hurts — and  not  just  psychologically. 
The  peasants  feel  the  pain  of  being 
discriminated  against  by  high  tariff 
walls  thrown  up  by  Western  Europe 
("the  Farmers'  Wall"  replacing  the 
Berlin  Wall).  "You  wanted  the 
West,"  the  Communist  Party  says, 
"but  the  West  doesn't  want  you." 

In  the  recent  election,  this  forlorn 
feeling  helped  defeat  the  center-right 
parties  that  were  so  full  of  hope  fol- 
lowing the  "miracle  of  1989."  Their 
leaders  are  better  known  (and  some- 
times more  often  seen)  in  Frankfurt, 
London,  Brussels  and  New  York  than 
in  the  neighborhoods  and  villages 
where  the  voters  live. 

Poland  is  the  vestibule  to  the  21st 
century.  If  the  current  experiment  in 
liberty  succeeds  in  Poland,  and  if 
prosperity  spreads  throughout  the 
land,  then  the  prospects  for  liberty 
and  prosperity  in  Belarus  and  in 
neighboring  Ukraine  improve  con- 
siderably; and  then  so  do  those  of 
Russia — and  on  eastward  to  China. 
Contrarily,  if  Poland  fails,  then  the 
failure  of  the  others  is  virtually  fore- 
doomed and  the  21st  century  could 
become  more  tyrannous  and  bloody 
than  the  20th. 

That  the  West  has  forgotten  Poland 
is,  unfortunately,  true  and  a  shocking 
shame.  If  Poland's  adventure  in  free- 
dom fails  and  Russian  expansionism 
asserts  itself  again,  the  U.S.  will  pay. 
Haven't  two  terrible  world  wars 
taught  us  that  our  frontiers  are  no 
longer  bounded  by  the  oceans  and 
that  we  cannot  insulate  ourselves 
from  Europe's  woes?  MB 
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ANNOUNCING  THE  NEW 
MICROSOFT  OFFICE.  FOR  THE 

FIRST  TIME  IN  HISTORY, 
ALL  YOUR  PROGRAMS  WORK 
TOGETHER  LIKE  ONE. 


(Far  right)  No  other  soft- 
ware can  share  words, 
numbers  and  graphics 
among  programs  so 
easily.  Just  drag  what 
you  want  from  one 
program  and  drop  it 
into  another.  Then 
whenever  you  want  to 
update  your  data,  just 
click  on  the  informa- 
tion and  change  it. 
On  the  spot. 


Only  our  Microsoft 
Office  Manager  (MOM) 
puts  all  the  leading 
programs  right  at  your 
fingertips.  Your  word 
processor,  spreadsheet, 
presentation  graph- 
ics, database  and  elec- 
tronic mail  programs 
are  only  a  click  away. 


Everything  you've  ever  done  on 
a  computer  is  like  hard  labor  com- 
pared to  what  you  can  do  with  the 
new  Microsoft1  Office*.  Every  mem- 
ber of  our  family  of  programs  un- 
derstands each  other.  And  you. 

Finally,  software  that 
actively  helps  you  work. 

Think  of  it.  You've  got  an  amaz- 
ing new  partner  that  quietly  keeps 
an  eye  on  how  to  help  with  all  your 
work  as  it  happens. 

Make  a  typo?  The  AutoCorrect 
feature  in  new  Microsoft  Word 
fixes  it  automatically.  Probably  be- 
fore you've  even  spotted  it. 

Need  help  putting  together  a 
sophisticated  report  or  presenta- 
tion? No  problem.  Use  AutoFormat 
to  instantly  lay  it  out.  Then  let  our 
Wizards  give  you  tips  and  guide  you 
easily  through  to  a  beautiful  finish. 

There's  only  one  way  to  get  to 
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this  high  point  of  simplicity:  the  new 
Microsoft  Office  for  Windows." 

Its  intelligence  comes  from  our 
exclusive  new  IntelliSense™  tech- 
nology, built-in  to  every  program. 
Now  100  of  your  most  common 
tasks  are  automatic.  And  complex 
jobs  are  brilliantly  simple. 


Working  like  a 
single  program. 

In  the  new  Microsoft  Office, 
things  like  toolbars,  menus  and 
buttons  look,  act  and  perform  flaw- 
lessly alike.  You  may  not  even  no- 
tice when  you've  changed  programs. 
That's  the  whole  idea. 

Our  innovative  new  OfficeLinks 
makes  it  easy  to  share  words,  num- 
bers and  graphics  among  programs. 


Just  drag  a  spreadsheet  chart  and 
drop  it  into  your  word  processor. 
Then  make  changes  right  there, 
all  in  one  place.  It's  like  one  program 
that  does  everything.  Perfectly. 

See  your  reseller  or  call  (800) 
426-9400,  Dept.  KX5,  to  find  one 
that's  near  you.  The  time  has  come 
for  your  computer  to  work  faster 
and  smarter  in  a  whole  new  way. 


Microsoft.Office 


"Microsoft  Excel,  Word,  the  PowerPoint*  presentation  graphics  program  and  the  Microsoft  Access*  database  management  system  arc  all  part  of  the  Microsoft  Office  family  of  programs.  Microsoft  Office 
Professional,  shown  here,  includes  these  programs  plus  a  workstation  license  for  Microsoft  Mail  (server  and  software  acquired  separately).  In  the  50  United  States,  call  (800)  426  9400,  Dept.  KX5.  In  Canada, 
call  (800)  563-9048.  Outside  the  US.  and  Canada,  call  your  local  Microsoft  subsidiary  or  (206)  936-8661.  ©  1993  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  PowerPoint  and  Microsoft  Access 
are  registered  trademarks  and  IntelliSense,  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation. 


The  Transition 
Is  Complete. 

Alumax  is  Now  AMX 
On  the  Big  Board! 

Alumax  spun  off  from  AMAX  on  November 
15  and  became  a  S2.7  billion,  stand-alone 
company.  The  nation's  third  largest 
aluminum  company  shed  its  temporary 
rading  symbol  and  is  now  listed  on  the 
NYSE  as  AMX. 


automotive,  transportation,  packaging, 
construction  and  home  products. 

Potential  investors  are  finding  Alumax 
a  promising,  new  pure  aluminum  play. 

For  both  current  and  new  investors, 
Alumax  offers  the  potential  of  a  new  startup 
company,  and  the  track  record  of  a 
FORTUNE  500  company  with  proven 
resources,  experience  and  management. 


7  Alumax 


For  more  information  on  Alumax, 
call  Dan  Lob  at  (212)856-6007. 


ke  miners  staking  gold  claims,  entrepreneurs  are 
iserving  toll-free  numbers  to  hold  them  for  ransom, 
ost:  $2  a  month.  Payoff:  no  telling. 

L-800- 

3ETCASH 


r  Suzanne  Oliver 
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Al  L -800-FIRESTONE,  L-800  IBM 
USA,       1-800-NIKhUSA,  1-800- 

art  USA  or  more  than  two  dozen 
ler  800  numbers  and  Peter  Silver 
)bably  will  pick  up  the  phone.  Si  1  - 
•,  however,  won't  take  your  com- 
ter  order  or  replace  your  bald  tires, 
silver,  41,  operates  PhoneWord 
sources  out  of  his  Miami  home, 
s  business  is  developing  and  some- 
les  reselling  so-called  vanity  phone 
mbers — numbers  that  have  a  verbal 
nificance.  Silver  leases  the  numbers 
m  long  distance  carriers  and  tries  to 
ell  them  to  interested  companies. 
■  says  he  has  sold  four  phone  mini- 
's, including  the  number  1  800- 
xnns.  He  correctly  guessed  that 


someone  would  want  that  one  in  or- 
der to  run  a  tclcgift  business.  As  it 
happens,  the  buyer  was  a  company 
that  owns  1  -800  ii.owkrs  and  a  doz- 
en other  800  numbers. 

Phone  numbers  have  been  sold  tol- 
as much  as  $200,000.  Supposedly, 
that  is  what  MCI  Communications 
paid  an  unidentified  claim  staker  to  let 
go  of  1 -800  coi  l. ix ;t.  Lands'  Fnd 
says  it  bought  the  phone  number  1 
800-LANDSEND  this  year  but  won't 
reveal  the  price  or  the  seller.  Other 
numbers  that  have  been  sold  include 
ABCDEFG  and  PHYSICIAN. 

The  number  grabbers  are  skirting 
the  edge  of  the  law.  The  Federal 
Communications  Commission  pro 


hibits  the  selling,  brokering,  bartering 
or  releasing  for  a  fee  of  any  800 
number.  Maximum  tine:  $75,000. 
Rut  it  appears  that  the  feds  have  yet  to 
levy  a  penalty,  and,  by  statute,  they 
may  not  fine  individuals  for  a  first 
offense. 

So  give  it  a  whirl.  If  you  hit  the 
jackpot  and  get  warned,  quit  while 
you're  ahead. 

How  much  money  does  it  take  to 
play  this  lottery?  Not  much.  The  aver 
age  cost  per  month  of  Silver's  phone 
lines  is  $2.  Of  course,  the  carriers  lose 
money  at  that  price  unless  the  phone 
number  is  used.  So  Silver  must  ensure 
that  he  receives  a  few  phone  calls  on  all 
of  his  numbers  each  month.  Other 
wise,  the  carriers  may  take  the  phone 
numbers  away. 

Silver  has  worked  as  a  secret  buyer 
of  800  numbers  for  corporations  that 
he  won't  identify.  In  the  typical  situa- 
tion, a  small-time  business  stumbles 
into  a  number  combination  that  spells 
something  nifty,  and  a  larger  business 
wants  the  number  badly  but  doesn't 
want  the  owner  to  know  it  wants  it.  As 
a  secret  buyer  Silver  has  paid  from 
$5,000  to  $140,000  for  telephone 
numbers. 

Completing  a  sale  is  a  bit  tricky 
because  he  has  no  authority  to  reas- 
sign a  phone  number  to  someone  else. 
(A  lawyer  in  Florida  was  prevented 
from  willing  his  toll  Tree  number  to 
his  law  partner.)  But  a  holder  can 
release  the  number  at  a  prearranged 
time,  at  which  point  the  buyer  is 
presumably  the  first  to  request  it. 
Silver  declines  to  spell  out  the  me- 
chanics of  t  he  handoff. 

Of  course,  the  downside  of  an  800 
number,  as  Fastman  Chemical  dis- 
covered not  too  long  ago,  is  accepting 
the  charges  for  prank  phone  calls  you 
receive.  While  each  word  has  one 
phone  number,  a  phone  number  has 
2,187  letter  combinations,  often 
more  than  one  with  a  meaning.  So 
when  disc  jockey  Howard  Stern  told 
his  listeners  to  call  1  -800-kartman, 
the  phone  calls  came  in  on  1  800 
EASTMAN. 

Someone  out  there  has  reserved 
the  number  1  800-438-2274  but 
doesn't  answer  the  phone.  Who  is  it? 
Could  it  be  someone  who  has  noticed 
that  the  numbet  spells  1  800  get 

CAS]  land  wants  s<  >mc<  >ne  to  make  him 
an  offer?  mm 
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If  you  don't  believe  Car  and  Driver,  you  c 


lys  test-drive  the  other  35  cars  yourself 


Federal  disability  payments  have  doubled  in  five  years. 
Are  Americans  falling  apart?  Or  has  Congress 
just  made  it  easy  to  fake  disability? 

Malingerers' 
charter 


The  disability  rolls  grow 


Millions  of  beneficiaries* 


•89    'go    '91    '92    '93    '94      '89    '90    '91    '92    '93  '94 


■|  Supplemental  Security 
™  Income — Disabled 

|  Social  Security  Disability 

'Number  includes  dependents.  About  half  of  the  recipients^ksH 

receiving  Supplemental  Security  Income— Disabled  also 

receive  Social  Security  Disability  and  are  counted  in  both  categon 


By  Janet  Novack 

Are  we  becoming  a  nation  of  cripples? 
Or  are  a  lot  of  folks  malingering?  This 
year  nearly  2.9  million  additional 
adults  and  children  are  expected  to 
apply  for  federal  disability  payments. 
That's  up  80%  from  the  1.6  million 
who  applied  to  join  the  rolls  in  1989. 

With  the  newcomers  swelling  their 
numbers,  the  allegedly  disabled  and 
their  dependents  will  collect  $63  bil- 
lion from  taxpayers,  close  to  double 
the  amount  they  collected  in  1989. 

These  huge  sums  come  either  from 
the  Social  Security  disability  trust 
fund  or  from  general  tax  revenues 
through  the  Supplemental  Security 
Income  program  for  the  poor. 

Disability  payments  help  millions 
of  people  who  genuinely  cannot 
work.  But  people  who  can  and  who 
aren't  too  scrupulous  about  how  they 
get  money  have  plenty  of  motivation 
to  get  on  disability.  A  62 -year-old 
who  is  declared  disabled,  based  on 
prior  earnings,  gets  up  to  $13,764  a 
year  (  $24,087  if  he  has  a  wife  and  a 
kid)  tax  free.  That's  25%  higher  than 
the  Social  Security  benefits  for  the 
same  worker  taking  early  retirement. 
"I  don't  think  the  disability  system 
was  intended  to  be  an  early  retirement 
program  for  workers,  but  that's 
what's  happening  more  and  more," 
says  Representative  J.J.  (Jake)  Pickle 
(D-Tex.),  a  former  chairman  of  the 
House  Social  Security  subcommittee. 

Congress  has  taken  a  program 
based  on  real  need  that  few  people 
would  question  and  turned  it  into  a 
Christmas  tree.  From  1981  to  1983 
the  Reagan  Administration  tried  to 
crack  down  on  disability  abuse  by 
cutting  benefits  for  nearly  half  a  mil- 
lion people,  using  a  law  Congress 


passed  in  1980  in  reaction  to  an  earlier 
sharp  rise  in  the  disability  rolls.  Pre- 
dictably, a  Democrat-dominated 
Congress  then  rewrote  the  law  to 
make  it  harder  to  throw  a  person  off 
disability  and  easier  for  those  with 
mental  problems  or  pain  to  get  on. 

The  courts  have  also  played  Santa 
Claus  with  public  money.  Applicants 
who  are  denied  benefits  are  increas- 
ingly hiring  lawyers  and  winning  on 
appeal.  A  1990  Supreme  Court  ruling 
made  it  easier  for  children  to  qualify, 
on  mental  disability  grounds.  The 
Bush  Administration  expanded  kids' 
eligibility  to  include  attention  deficit 
hyperactivity  disorder — some  experts 
doubt  there  is  such  a  thing. 

Some  states,  Michigan  prominent 
among  them,  have  rushed  to  push 
families  to  apply  to  have  their  kids 
declared  disabled.  Reason:  The  family 


gets  more  this  way  and  it  cuts  the  co< 
to  the  state  government. 

A  Michigan  mother  w  ith  two  chil 
dren  on  welfare  receives  $717 
month  ($459  in  cash  and  $258  i 
food  stamps),  with  $200  of  the  cas 
coming  from  the  state.  But  if  on 
child  is  declared  disabled,  the  famil 
benefits  rise  to  $968;  the  state's  co; 
drops  to  about  $162  a  month.  "W 
have  been  running  pilots,  and  we'r 
going  statewide  to  aggressively  ider. 
tify  eligible  children,"  says  Geral 
Miller,  director  of  the  Michigan  Dc 
partment  of  Social  Services. 

Once  on  the  disability  wagon,  fe1 


people  leave.  Except  for  those  wh 
die  or  who  switch  to  regular  Soci; 
Security  at  age  65,  just  one -half  of  1 
of  disability  recipients  give  it  up  vo 
untarily  or  after  a  review  each  year. 

And  there  aren't  many  reviews.  Th 
law  says  the  Social  Security  Admini; 
tration  must  review  about  400,00 
disabled  a  year  to  see  if  they're  fit  t 
return  to  work.  But  the  agency  h; 
been  so  swamped  by  new  claims  thu 
last  year  it  did  just  70,000  reviews. 

At  present  growth  rates,  the  Soci; 
Security  disability  trust  fund  runs  oi 
of  money  in  1995.  In  Washington  th 
pols  aren't  saying  much,  but  they  pla 
to  paper  over  this  problem  by  diveri 
ing  money  from  the  Social  Securit 
retirement  fund.  Down  the  road  th; 
will  mean  yet  higher  payroll  taxes  an 
fewer  jobs,  but  that  will  be  in  some 
body  else's  term  of  office.  ■ 
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Franklin  Rising  Dividends  Fund 


Qualities  of  a 
Growth  Investment* 


Experience  tells  us  that  companies  with 
consistently  rising  dividends  should,  over  time, 
also  enjoy  increases  in  their  stock  prices.  It  also 
suggests  that  stock  prices  of  such  companies 
are  likely  to  be  less  volatile  than  others.  That  is 
why  the  Franklin  Rising  Dividends  Fund  could 
be  a  good  investment  opportunity  for  you. 

Stocks  in  the  Franklin  Rising  Dividends 
Fund  are  carefully  selected  for  their  increasing 
dividend  payments,  strong  balance  sheets  and 
favorable  price/earnings  values.  The  investment 
objective:  capital  appreciation. 

The  fund  is  professionally  managed  and 
pays  you  quarterly  dividends. 

Call  your  investment  advisor  or  Franklin 
today  for  a  free  brochure. 

Franklin /Tcmplcton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  F628 

Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

ptki/ 1  would  like  a  Jree  prospectus 
containing  more  complete  information 
on  the  Franklin  Rising  Dividends  Fund, 
including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 

D  /  am  currently  a  Franklin 
shareholder. 

Name 

Address 

City/State/Zip 

Daytime  Phone 


F  fl  A\  Ni  K<  1 1  N 


A  Proud  Member  of  the  $109  Billion  Franklin /Templeton  Group 


A  road  to 


As  movements,  communism  and  fascism 
are  dead,  but  the  collectivist  vision  that 
spawned  them  remains  alive.  Which  is  why, 
50  years  on,  people  still  need  Friedrich 
Hayek's  "Road  to  Serfdom." 

By  Thomas  Sowell 

The  20th  century  looked  for  many  decades  as  if  it  were 
going  to  be  the  century  of  collectivism,  and  for  a  while 
totalitarianism  seemed  like  "the  wave  of  the  future,''''  as  it 
was  called  back  in  the  1930s.  Fascism  in  Italy,  communism 
in  the  Soviet  Union,  and  Nazism  in  Germany  looked  like 
only  the  beginning,  momentous  as  those  beginnings  were. 
Fascist  and  semi-fascist  regimes  sprang  up  from  Spain  to 
Eastern  Europe,  even  before  World  War  II  began,  and 
Japan's  evolution  in  Asia  carried  the  same  hallmarks  of 
fanatically  nationalistic  despotism,  tinged  with  racism. 

Even  the  military  defeat  of  the  Axis  powers  in  World  War 
II  seemed  only  to  foreshadow  the  spread  of  new  forms  of 
collectivism — communism  in  Eastern  Europe,  China, 
Indochina,  and  Cuba,  and  socialism  in  much  of  Western 
Europe  and  Africa,  with  ever  more  leftward  trends  in  the 
United  States  under  the  name  of  "liberalism."  Anyone 
who  would  have  predicted  the  reversal  of  this  trend,  with 
privatization  being  introduced  by  socialist  and  labor  gov- 
ernments from  France  to  New  Zealand  in  the  1980s,  much 
less  the  collapse  of  communism  in  Eastern  Europe  and  the 
Balkans,  and  the  dismemberment  of  the  Soviet  Union  and 
Yugoslavia  in  the  1990s,  would  have  been  considered  mad 
just  a  dozen  years  ago. 

Innumerable  factors  led  to  these  events,  not  the  least  of 
which  was  the  bitter  experience  of  seeing  "rational  plan- 
ning''' degenerate  into  economic  chaos  and  Utopian 
dreams  turn  into  police-state  nightmares.  Still,  it  takes  a 
vision  to  beat  a  vision.  Otherwise  collectivism  would 
simply  have  been  patched  up,  with  unending  "reforms," 
much  like  our  public  school  systems.  An  alternative  vision 
had  to  become  viable  before  the  reversal  of  the  collectivist 
tide  could  begin  with  Margaret  Thatcher  in  Britain  and 
Ronald  Reagan  in  the  United  States.  That  vision  came 
from  many  sources,  but  if  one  point  in  time  could  mark  the 
beginning  of  the  intellectual  turning  of  the  tide  which 
made  later  political  changes  possible,  it  was  the  publication 
of  Jlje  Road  to  Serfdom  by  Friedrich  A.  Hayek  50  years  ago. 

It  is  difficult  today  even  to  conceive  of  the  world  of 
Britain  in  1944  in  which  Ujc  Road  to  Serfdom  was 
published.  It  could  hardly  have  been  a  less  receptive  world 
for  the  message  that  Hayek  brought.  With  a  war  raging  all 
over  the  globe,  it  was  an  unpromising  time  for  economic  or 


political  philosophy,  much  less  a  philosophy  so  completely 
out  of  tune  with  the  prevailing  intellectual  currents.  Johri 
Maynard  Keynes  was  the  dominant  figure  in  economics 
and  socialist  theoretician  Harold  J.  Laski  was  the  reigning 
political  idol  at  the  London  School  of  Economics,  where 
Hayek  taught.  Even  traditionally  capitalist  societies  like 
Britain  and  the  United  States  were  pervaded  by  wartime 
government  economic  controls,  during  an  era  of  patriotic 
fervor,  in  which  government  leaders  were  heroes  and  in 
which  the  subordination  of  the  individual  to  the  struggle 
for  national  survival  was  the  watchword  of  the  civilian 
world,  as  well  as  the  military. 

Keynesian  economics  reigned  supreme,  with  its  vision  of 
a  wise  government  maintaining  full  employment  by  off- 
setting the  deficiencies  of  the  marketplace.  Hayek  was 
clearly  out  of  step — and  virtually  alone.  At  that  point, 
Milton  Friedman  was  just  a  little-known  economist  doing 
research  in  mathematical  statistics,  and  most  of  the  other 
individuals  and  institutions  that  would  later  carry  the 
banners  of  the  free  market  were  nowhere  to  be  seen  on  the 
landscape  of  1944.  Joseph  A.  Schumpeter  had  written 
Capitalism,  Socialism  and  Democracy,  critiquing  the  so- 
cialist vision — and  yet  ultimately  accepting  it  as  inevitable. 

Despite  these  unpromising  circumstances,  strangely — 
and  surprisingly,  even  to  Hayek — TJje  Road  to  Serfdom  had 
an  immediate  impact  in  Britain  and  was  reprinted  a  few 
months  later  in  the  United  States.  Yet  the  intellectual 
climate  of  the  time  was  such  that  Lnree  American  publish- 
ers refused  to  publish  The  Road  to  Serfdom,  despite  its  great 
impact  in  Britain,  because  of  moral  scruples  against  a  book 
that  threatened  to  turn  back  the  clock  on  the  social 
"progress"  of  the  New  Deal  era. 

What  was  Hayek's  message,  that  it  stirred  so  many 
people  in  so  many  ways?  Avoiding  the  facile  dichotomizing 
of  the  political  spectrum  into  left  and  right,  TIk  Road  to 
Serfdom  attacked  fascism,  socialism  and  communism  as 
kindred  forms  of  collectivism,  relying  on  kindred  argu- 
ments and  tactics  in  undermining  the  kinds  of  institutions 
which  made  freedom  possible.  Hayek  argued  that  Hitler's 
National  Socialism  in  Germany  was  indeed  socialist.  He 
saw  the  Nazi  philosophy  as  "the  culmination  of  a  long 
evolution  of  thought,"  going  back  well  over  a  century,  in 
which  socialists  disdained  the  systemic  processes  of  law, 
traditions  and  the  marketplace,  in  favor  of  direct  pursuit  of 
"results."  Much  of  Hayek's  later  work  on  the  erosion  of 
law  by  judicial  activism  is  an  extension  of  the  same  analysis 
to  judges  preoccupied  with  social  "results"  and  oblivious 
to  the  larger  dangers  created  by  their  well-meaning  under- 
minings of  law  itself. 

Socialism:  appeal  and  vulnerability 

Both  the  appeal  and  the  vulnerability  of  socialism  were 
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ith  good  intentions 


WWII  defeat  of  the  fascist  powers 
linated  some  nasty  characters  but 
I't  check  the  tide  of  collectivism, 
ch  in  its  virulent  form  spread  from 
>sia  through  Eastern  Europe  and 
raa  and  into  the  Caribbean. 

:s  more  benign  form  collectivism 
mphed  in  Labor-ruled  Britain,  while  U.S 
rals  embraced  government  planning 
micromanagement.  Hayek  outraged 
Jlectuals  by  showing  that  fascism, 
ialism  and  what  we  call  liberalism  are 
ectivist  brothers  under  the  skin. 


The  road  to  serfdom 


seen  by  Hayek  in  the  very  different  ways  in  which  The  Road 
to  Serfdom  was  received  in  Europe  and  in  the  United  States. 
The  "thoughtful  and  receptive  manner"  in  which  British 
readers  discussed  the  book  presaged  its  "cordial  reception 
by  the  post-Nazi  generation  in  Germany,'"  but  these  and 
other  European  reactions  contrasted  with  the  "passionate 
hatred"  with  which  many  American  liberals  reacted,  seeing 
The  Road  to  Serfdom  as  "a  malicious  and  disingenuous 
attack  on  their  finest  ideals."  The  difference,  according  to 
Hayek,  was  that  Europeans  had  already  tried  many  of  the 
socialist  schemes  which  were  still  aspirations  of  the  political 
left  in  the  United  States,  so  the  Europeans  were  in  a 
position  to  understand  empirically  the  validity  of  many  of 
the  criticisms  which  Hayek  made  of  collectivism. 

In  short,  socialism  is  on  its  strongest  ground  as  an  ideal. 
As  a  reality,  it  is  in  serious  trouble.  In  the  United  States, 
much  of  the  collectivist  agenda  was  still  an  ideal  at  that 
juncture — and  a  well-disguised  one,  as  the  policies  advo- 
cated by  the  socialist  party  under  Norman  Thomas  were 
renamed  "liberalism"  when  they  became  part  of  the 
agenda  of  the  New  Deal  Democrats. 

Communism,  as  the  most  thoroughgoing  form  of 
socialism,  illustrates  the  appeal  and  the  vulnerability  even 
more  sharply.  People  who  have  actually  lived  under  com- 
munism are  some  of  the  most  vehement  anticommunists, 
making  Ronald  Reagan  seem  almost  moderate  on  the 
issue.  Reagan  only  urged  Gorbachev  to  tear  down  the 
Berlin  Wall.  It  was  the  peoples  of  Eastern  Europe  who  tore 
down  statues  of  Stalin  and  Lenin,  and  the  people  of  the 
Soviet  Union  who  banned  the  Communist  Party  and 
changed  the  name  of  Leningrad  back  to  St.  Petersburg. 

Yet  Marxism  as  an  ideal  continues  to  flourish  on  American 
college  campuses,  as  perhaps  nowhere  else  in  the  world. 
Even  in  hard-line  communist  countries  like  China  and 
Cuba,  Marxism  is  simply  an  instalment  in  a  system  of 
totalitarian  power  and  control.  With  China,  especially,  it  is 
clear  that  Marxism  is  used  instrumentally — and  is  disregard- 
ed where  the  regime  thinks  it  can  allow  market  activities  to 
generate  economic  benefits  without  losing  political  control. 
"Only  in  America"  are  there  substantial  numbers  of  adher- 
ents to  Marxism  as  a  creed  for  its  own  sake. 

Since  socialism  has  never  been  openly  advocated  in  the 
United  States  with  any  political  success  on  a  national  scale, 
none  of  the  dire  consequences  of  socialism  in  other 
countries  creates  any  inhibitions  against  the  many  "liber- 
al" schemes  which  together  add  up  to  socialism.  Even  with 
the  tragic  example  of  the  economic  and  social  conse- 
quences of  government  economic  controls  in  Eastern 
Europe  before  our  eyes,  numerous  programs  of  greater 
government  control,  from  "energy  policy"  to  the  stagger- 
ing new  government  health  care  proposals,  are  still  politi- 
cally viable. 

Tfje  Road  to  Serfdom  was  not  a  muckraking  expose  of 
socialist  inefficiencies  or  overbearing  bureaucracies.  It 
attacked  socialism  on  its  own  ground,  as  an  intellectual 
ideal,  showing  how  the  assumptions  underlying  tiiis  ideal 
were  fatally  flawed  in  theory  and  dangerous  in  their 
practical  implications. 

The  underlying  vision 

At  the  heart  of  the  socialist  vision  is  the  notion  that  a 


compassionate  society  can  create  more  humane  living 
conditions  for  all  through  government  "planning"  and 
control  of  the  economy.  Both  the  moral  and  the  efficiency 
arguments  for  socialism  depend  crucially  on  what  Hayek 
called  "intellectual  hubris" — the  assumption  that  we  have 
such  comprehensive  knowledge  that  the  only  things  lack- 
ing are  such  subjective  factors  as  compassion  and  will. 

Socialists  are  "dangerous  idealists,"  according  to  Hayek, 
including  many  people  "whose  sincerity  and  disinterested- 
ness are  above  suspicion"  and  individuals  "of  considerable 
intellectual  distinction."  The  denigration  and  demonizing 
of  political  opponents,  which  has  been  an  integral  part  of  the 
vision  of  the  left  for  at  least  two  centuries,  was  no  part  of 
Hayek's  vision.  Socialists  to  him  were  people  who  overesti- 
mated what  was  possible  and  underestimated  the  dangers 
created  in  pursuit  of  their  ideals. 

Socialists  have  "prepared  the  way  for  totalitarianism," 
according  to  Hayek,  though  they  are  themselves  morally 
incapable  of  doing  the  hideous  things  necessary  to  make  a 
totalitarian  state  work,  and  will  draw  back  before  following 
the  inescapable  logic  of  their  vision  to  its  conclusion — 
leaving  the  field  to  those  whose  ruthlessness  is  equal  to  the 
task.  Thus  he  saw  the  rise  of  the  Nazis  in  Germany  as  the 
consequence  of  a  prior  socialist  demolition  of  the  ideas  and 
values  which  sustained  free  institutions,  such  as  the  rule  of 
law  and  the  decentralization  of  political  power  and  eco- 
nomic activity. 

Once  equality  before  the  law — the  application  of  the  same 
rules  to  all — was  brushed  aside  as  a  mere  sham,  since  "real" 
equality  did  not  exist  among  the  various  classes  and  groups 
subjected  to  that  law,  the  path  was  paved  for  subordinating 
law  itself  to  "results."  In  pursuing  this  line  of  thought  and 
policy,  the  socialists  had  very  different  results  in  mind  from 
those  later  imposed  by  the  Nazis.  But  they  had  opened  the 
floodgates — and  once  you  have  opened  the  floodgates,  you 
cannot  tell  die  water  where  to  go. 

Perhaps  the  cleverest  expression  of  the  distinction  be- 
tween "real"  equality  and  merely  formal  equality  was 
made  by  Anatole  France  when  he  said:  "The  Law,  in  its 
majestic  equality,  forbids  rich  and  poor  alike  to  sleep  under 
bridges,  beg  in  the  streets  or  steal  bread."  Less  witty  but 
more  insistent  versions  of  the  same  idea  underlie  many 
policies  today  which  promote  quotas  and  other  "re- 
sults"— with  the  ironic  legal  result  that  the  Supreme  Court 
finds  itself  virtually  every  year  forced  repeatedly  to  make 
scholastic  distinctions  and  Delphic  pronouncements,  in 
order  to  maintain  the  appearance  of  administering  legal 
principles  when  it  is  in  fact  deciding  how  far  to  sacrifice 
those  principles  for  the  sake  of  social  "results." 

The  rule  of  law,  on  which  freedom  itself  ultimately 
depends,  is  inherently  incompatible  with  socialism,  as 
Hayek  pointed  out  in  Ihc  Road  to  Serfdom  and  in  numer- 
ous later  writings.  People  who  are  free  to  do  as  they  wish 
will  not  do  as  the  economic  planners  wish.  Differences  in 
values  and  priorities  are  enough  to  ensure  that.  These 
differences  must  be  ironed  out  by  propaganda  or  power,  if 
socialism  is  to  be  socialism.  Indoctrination  must  be  part  of 
the  program,  not  because  socialists  want  to  be  brainwash- 
ers,  but  because  socialism  requires  brainwashing. 

"It  was  not  the  Fascists  but  the  socialists  who  began  to 
collect  children  from  the  tenderest  age  into  political 
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ganizations  to  make  sure  that  they  grew  up  as  good 
oletarians,"  Hayek  pointed  out.  "It  was  not  the  Fascists 
it  the  socialists  who  first  thought  of  organizing  sports 
id  games,  football  and  hiking,  in  party  clubs  where  the 
embers  would  not  be  infected  by  other  views."  This 
>liticizing  of  all  sorts  of  nonpolitical  activities  is  flourish - 
g  today  among  the  political  left  in  all  sorts  of  American 
stitutions,  including  especially  educational  institutions 
lere  "politically  correct"  views  are  the  clear  goal  of  those 


for  whom  education  is  seen  as  the  continuation  of  politics 
by  other  means. 

The  inherent  requirements  of  a  socialist  system  which 
make  indoctrination  necessary  also  make  the  increased 
imposition  of  political  power  necessary,  often  well  beyond 
what  the  socialists  themselves  would  have  imagined  be- 
forehand. People  will  not  go  where  they  are  told  and  do 
what  they  are  told  to  do,  or  perform  all  the  work  that  is 
essential  to  society,  after  capitalist  incentives  have  been 


Hayek's  views  were 
heretical.  Post  WWII, 
saintly  Albert  Einstein 
was  a  socialist,  the  creed 
ruled  in  Great  Britain — 
the  cradle  of  democracy— 
and  Nehru  took  Soviet 
planning  as  his  model 
for  the  new  India. 


Stalin  was  good  old 


Uncle  Joe,  winning  praise 
from  Eleanor  Roosevelt. 
Mao  Tse-tung  was  an 
agrarian  reformer. 
Sidney  and  Beatrice  Webb 
defended  Stalin's 
excesses  as  the  breaking 
of  eggs  needed  to  make 
an  omelette.  Such  naive 


r         idealism,  nayen 

retorted,  was  not  just 
dumb,  it  was  extremely 
dangerous. 


The  road  to  serfdom 


removed,  unless  government  power  is  exerted  against 
them.  At  some  point,  some  of  the  more  idealistic  and 
humane  socialists  may  balk  at  further  use  of  government 
force,  but  that  means  either  abandoning  some  of  the 
socialist  agenda  or  the  replacement  of  the  squeamish  with 
those  who  are  made  of  sterner  stuff. 

Even  among  intellectuals,  as  Hayek  pointed  out  in 
1943,  some  of  the  British  socialists  like  Harold  La'ski  and 
the  Webbs  had  come  to  accept  the  authoritarian  implica- 
tions of  socialism,  though  others  continued  to  cherish  the 
hope  that  "democratic  socialism"  was  possible,  without 
watering  down  either  democracy  or  socialism,  or  both. 

One  of  the  major  insights  of  The  Road  to  Serfdom  is  that 
the  kinds  of  people  who  "come  out  on  top"  change  as  the 
characteristics  of  the  system  change.  Thus  idealistic  social- 
ists create  systems  in  which  idealists  are  almost  certain  to 
lose  and  be  superseded  by  those  whose  drive  for  power,  and 
ruthlessness  in  achieving  it,  make  them  the  "fittest"  to 
survive  under  a  system  where  government  power  is  the 
ultimate  prize  in  the  whole  society.  Numerous  cries 
throughout  history  of  the  "betrayal"  of  socialist  ideals  by 
those  in  power  miss  the  crucial  point  that  those  ideals 
could  only  be  betrayed. 

No  doubt  socialists  like  Norman  Thomas  would  have 
behaved  much  more  humanely  than  Stalin,  but  the  kind  of 
systems  they  espoused  were  almost  predestined  to  fall  into 
the  hands  of  someone  like  Stalin,  just  as  similar  systems  of 
thoroughgoing  socialism  have  fallen  into  similar  hands  in 
other  countries  around  the  world.  Conversely,  once  a 
Soviet  leadership  evolved  that  was  no  longer  willing  to  be 
Stalinist,  the  system  itself  was  doomed,  no  matter  how 
confident  Gorbachev  and  his  followers  were  that  they 
could  reform  and  fine-tune  communism. 

Hayek's  analysis,  whether  in  The  Road  to  Serfdom  or  in 
his  books  on  law,  economics  or  political  philosophy, 
begins  with  the  inherent  constraints  of  human  life  and 
with  the  necessary  implications  of  those  constraints  as 
particular  policies  and  social  systems  are  put  into  place. 
The  issue  is  not  what  anyone  intends  but  what  conse- 
quences are  in  fact  likely  to  follow.  At  a  minimum,  we  must 
make  our  choices  among  the  alternatives  actually  avail- 
able— and  when  we  choose  something  impossible  to 
achieve,  the  disappointments  and  dangers  that  follow  are 
not  accidental.  Socialism,  comprehensive  economic 
"planning,"  and  "social  justice"  were  to  Hayek  all  impos- 
sible dreams. 

The  future 

What  Hayek  referred  to  in  The  Road  to  Serfdom  as  "hot 
socialism"  was  already  beginning  to  be  tarnished  in  the 
1940s  wherever  it  had  been  tried  and  wherever  observers 
were  aware  of  its  actual  consequences.  What  he  feared  was 
what  he  called  "the  totalitarians  in  our  midst"  who  were 
not  consciously  seeking  totalitarianism  but  who  were 
individually  pressing  agendas  which  added  up  collectively 
to  totalitarianism. 

Among  these  were  those  who  were  so  enthralled  by  the 
achievements  of  science  and  technology  that  they  imag- 
ined that  an  economy  and  a  society  could  be  dealt  with  as 
engineering  problems.  Others  wanted  "a  sort  of  coopera- 
tive society  in  which  the  organized  industries  would 


appear  as  semi-independent  and  self-governing  'es- 
tates' " — "industrial  policy"  and  "health  alliances"  to- 
day. Haifa  century  after  The  Road  to  Serfdom,  we  can  addi 
the  advocates  of  affirmative  action,  environmental  extrem- 
ists, aids  activists,  radical  feminists,  and  all  others  who 
want  their  agendas  carried  out  "at  all  costs."  None 
advocates  totalitarianism,  though  all  are  moving  the  soci-l 
ety  in  that  direction,  because  only  more  centralized  gov- 
ernment power  can  deliver  what  they  want. 

Once  I  had  an  opportunity  to  ask  Professor  Hayek 
whether  he  was  optimistic  or  pessimistic  about  the  future. 

"Optimistic,  of  course!"  he  said,  surprised  at  my  ques- 
tion. When  he  wrote  The  Road  to  Serfdom,  his  was  a  voice 
in  the  wilderness.  Now,  the  fight  had  been  taken  up  by 
people  all  over  the  world,  by  institutions  and  movements, 
and  the  ideas  that  seemed  so  strange  to  many  in  1944  can 
be  found  from  scholarly  journals  to  television  programs. 

Today,  think  tanks  devoted  to  free  market  ideas  can  be 
found  from  coast  to  coast  in  the  United  States — from  the 
Hoover  Institution  in  California  to  the  Heritage  Founda- 
tion, Cato  Institute,  and  American  Enterprise  Institute  in 
Washington,  the  Manhattan  Institute  in  New  York,  and! 
from  the  Private  Sector  Organisation  of  lamaica  to  the 
Centre  for  Independent  Studies  in  Australia.  Milton 
Friedman  has  become  a  household  word  and  Rush  Lim- 
baugh  a  social  phenomenon  unto  himself. 

Moreover,  all  the  optimistic  trends  have  not  been 
confined  to  the  world  of  ideas.  The  Reagan  Administra- 
tion did  manage  to  shrink  the  size  of  the  Tederal  Register, 
with  its  innumerable  regulations,  and  to  give  the  economy 
what  Wall  Street  Journal  editor  Robert  L.  Bartley  called 
"seven  fat  years"  in  his  book  of  the  same  title. 

Optimism,  however,  is  not  euphoria.  Nor  is  the  horizon 
free  of  storm  clouds.  The  Clinton  Administration's  health 
care  plan  is  a  large  down  payment  on  socialism,  with  future 
installments  certain  to  be  larger  than  advertised,  whether 
measured  in  money  or  in  lost  freedom  to  make  our  own  ! 
decisions  about  medical  care  that  are  literally  questions  of 
life  and  death. 

The  rule  of  law,  which  Hayek  saw  as  crucial,  both  to  the 
economy  and  to  the  survival  of  freedom,  is  nowhere  in 
greater  danger  than  in  the  Supreme  Court  of  the  United 
States.  With  two  or  three  exceptions,  the  Justices  seem 
determined  to  be  philosopher-kings,  deciding  issues  ac- 
cording to  "evolving  standards"  rather  than  fixed  princi- 
ples, and  responsive  to  the  self-styled  "thinking  people"  . 
rather  than  to  the  written  Constitution  or  the  statutes 
passed  to  express  the  will  of  the  voting  public. 

In  the  Supreme  Court  and  elsewhere,  blithe  talk  about 
"a  living  Constitution"  conceals  the  fact  that  the  Consti- 
tution is  in  fact  dying  as  it  is  being  reinterpreted  out  of 
existence,  whenever  it  stands  in  the  way  of  the  prevailing 
Zeitgeist.  i 

The  Reagan  revolution  of  the  1980s,  and  correspond- 
ing trends  in  Britain  under  Prime  Minister  Margaret 
Thatcher,  showed  that  political  victories  are  still  possible  i 
against  the  onrushing  hordes  of  collectivists.  But  the  j 
resurgence  of  the  collectivists  in  the  Clinton  Administra-  j 
tion,  and  to  some  extent  even  in  the  Bush  Administration, 
which  opened  the  Pandora's  box  of  the  Americans  with  ; 
Disabilities  Act,  shows  that  the  battle  is  not  over,  nor  the  i 
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itcome  at  all  certain. 

As  Churchill  said  after  the  first  Allied  military  successes 
World  War  II  ended  an  unbroken  record  of  defeats  at 
e  hands  of  the  Axis  powers:  "Now,  this  is  not  the  end.  It 
not  even  the  beginning  of  the  end.  But  it  is,  perhaps,  the 
d  of  the  beginning."  Someday,  if  freedom  finally  does 
n  decisively  in  the  political  and  judicial  arenas,  and  the 
llectivist  tide  is  beaten  and  dispersed,  Friedrich  Hayek's 
ic  Road  to  Serfdom  will  be  seen  as  a  landmark  in  that 
uggle.  It  will  mark,  not  the  end  of  collectivism,  nor  even 
e  beginning  of  the  end,  but  the  end  of  the  ominous 
ginning  with  which  collectivism  and  totalitarianism 
ice  seemed  destined  to  sweep  across  the  world  before  the 
Ith  century  was  over. 

Can  a  man  whose  name  is  so  little  known  to  the  general 


public  be  such  a  pivotal  figure  in  the  thought  and  politics 
of  this  century — and  perhaps  the  next?  Doubters  need 
only  ask  themselves:  Who  invented  the  computer?  But 
even  in  the  field  of  social  thought  and  action,  the  role  of 
the  unknown  but  powerfully  influential  thinker  is  not 
unknown.  As  Oliver  Wendell  Holmes  put  it,  the  mark  of 
the  great  thinker  is  that  "a  hundred  years  after  he  is  dead 
and  forgotten,  men  who  never  heard  of  him  will  be  moving 
to  the  measure  of  his  thought."  As  the  influence  of 
Hayek's  thoughts  issues  from  a  thousand  sources  around 
the  world,  many  who  never  heard  of  him  will  be  the 
beneficiaries  of  his  ideas,  whether  because  they  provided 
the  respite  of  a  generation  from  the  rush  down  the  road  to 
serfdom  or  because  those  thoughts  turned  the  course  of 
history  toward  the  road  to  freedom.  SI 


Ideas  have  consequences,  not 
always  the  ones  hoped  for. 
Coercive  planning  led 
inevitably  to  Lavrenti  Beria  of  the 
KGB  and  to  the  economic  and 
moral  collapse  of  Great  Britain. 

But  collectivism  requires 
compulsion.  In  renouncing  state 
terror,  Gorbachev  unwittingly 
doomed  communism  and  the 
Russian  empire.  Ronald 
Reagan  and  Margaret  Thatcher, 
Hayek's  children,  scored  only 
temporary  successes,  but 
policies  similar  to  theirs  caught 
on  in  Latin  America  and  Asia, 
where  governments  have 
dismantled  ancient  control 
structures. 


You  can't  explain  Infiniti  in  one  ad 
You  can  barely  explain  the  clock. 


The  Infiniti  J 30. 


326-6500  to  learn  more  about  Infiniti  or  to  arrange  a  Guest  Drive". 

Division  of  Nissan  Motor  Corporation  U.S.A. 


When  people  get  into  an  Infinite  J 30  ',  the 
first  thing  they  tend  to  notice  is  the  clock.  That's 
no  accident. 

Unlike  other  luxury  carmakers  that  seem  to 
stick  clocks  and,  for  that  matter,  far  more  impor- 
tant instruments  in  the  car  as  an  afterthought,  at 
Infiniti  there  is  a  logical  reason  for  everything.  In 
designing  the  interior,  our  engineers  realized  the 
clock  is  the  one  instrument  everyone  uses.  So  it 
should  stand  out.  Elegantly. 

Now,  if  they  gave  that  much  consideration 
to  the  clock,  imagine  trying  to  explain  the  entire 
car.  The  patented  multi-link  rear  suspension. 
Leather  hand-selected  specifically  for  the  seat 
frames  and  driving  characteristics.  The  viscous 
limited-slip  differential  for  stunning  traction  and 
control.  A  7-function  electronic  key  that  even  works 
from  around  corners. 

The  fact  is,  we  can't  begin  to  do  justice  to  the 
concept  of  Infiniti  here.  Visit  your  Infiniti  show- 
room\and rtfiey  If  be happy  to  give  you  all  the  de- 
tailed explanation  you  want.  Tell  diem  you  already 
know  the  part  about  the  clock. 

Its  everything  that's  possi 
INFINITI® 


The  inspiration  for  our  new  Qub  W>rld  seat. 


With  an  adjustable  lumbar  support,  a  newly  designed  footrest  and  the  privacy  of  side  headrests,  you'll 
think  you're  flying  on  cloud  nine.  It's  the  way  we  make  you  fee!  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  world's  favourite  airline* 


/hy  would  a  third-generation  grocer  go  into  the  auto 
arts  business?  Same  reason  Willie  Sutton  robbed 
anks:  because  that's  where  the  money  was. 

reading  celery 
for  oil  filters 


y  William  Stern 

>K  J.R.  Hyde  III  of  Memphis  why  he 
snt  into  the  auto  parts  business,  and 
:  launches  into  a  story  that  he  says  he 
:ard  from  a  friend: 
"A  lady  wearing  a  fur  coat  walked 
to  my  grocery  store  and  started 
implaining    that  my 
lery  cost  1  cent  more 
an  celery  down  the 
xet.  But  then  I  went 
opping   in   an  auto 
Lrts  store,  and  some 
ly   with   dirty  jeans 
:eded  some  oil.  He 
ked  the  clerk,  'Do  you 
ive    any    oil?1  Not 
/hat's  the  price?'  but 
)o  you  have  any?'  " 
Hyde   already  knew 
•out  price  competition 
id  skimpy  margins  in 
e  food  business.  In 
)07    his  grandfather 
id  started  Malone  &  Hyde,  Inc.,  a 
od  wholesaler.  Pitt  Hyde,  as  his 
ends  call  him,  took  over  running 
e  company  in  1968,  when  his  father 
II  ill. 

Hyde  was  just  26  when  he  took 
targe,  and  within  eight  years  he  had 
ken  the  company  to  the  New  York 
ock  Exchange,  used  the  stock  to 
quire  several  food  distributors,  and 
:bled  Malone  &  Hyde's  volume,  to 
ound  $1.2  billion.  But  Malone  & 
yde's  success  had  caught  the  eye  of 
ashington's  inside-the-Beltway 
ustbusters,  who  had  begun  blocking 
quisitions. 

When  Hyde,  now  51,  began  look- 
g  for  new  businesses  to  diversify 
to,  he  thought  long  and  hard  about 
s  friend's  story.  In  1979  Malone  & 
yde  opened  its  first  auto  parts  store 


in  Forrest  City,  Ark. 

A  scant  15  years  later  there  are  822 
AutoZone  stores,  all  company 
owned,  and  spread  mainly  through- 
out the  Sunbelt  and  Midwest,  selling 
last  year  over  $1.2  billion  worth  of  oil, 


AutoZone  Chairman  Pitt  Hyde 
"The  friendliest  stores  around." 


oil  filters,  alternators,  starters  and 
thousands  of  other  items  of  automo- 
bile gear.  The  stores  are  smallish  (typi- 
cally 5,000  to  8,000  square  feet)  but 
highly  productive — sales  per  square 
foot  are  running  at  $274,  versus  an 
industry  average  of  around  $170. 

Service  is  key.  Salespeople  are  re- 
quired to  ask  customers  if  they  need 
help  within  30  seconds  after  they 
enter  the  store.  The  salesmen  can 
punch  the  make  and  year  of  a  car  into  a 
store  computer;  proprietary  software 
immediately  spews  out  the  options  for 
windshield  wipers,  hubcaps  and  thou- 
sands of  other  parts. 

Against  tough  competition  from 
the  likes  of  Sears'  Western  Auto,  Pep 
Boys  and  Northern  Automotive, 
AutoZone,  Inc.  earned  $87  million 
($1.18  a  share)  in  1993,  for  a  net 
margin  of  7.1%.  Craig  Weichmann, 
an  analyst  at  Morgan  Keegan  &  Co., 
thinks  it  will  earn  $  1 1 0 
million  ($1.48  a  share) 
this  year. 

As  for  the  grocery 
business,  long  ago  Pitt 
Hyde  left  that  behind 
him.  In  1982,  when  the 
stock  market  was  in  the 
doldrums,  Malone  & 
Hyde  had  a  market  value 
of  just  $180  million. 
Hyde  figured  the  Auto- 
Zone chain  alone  was 
probably  worth  close  to 
that.  So  Malone  &  Hyde 
was  ripe  for  a  leveraged 
buyout.  Engineered  by 
Kohlberg  Kravis  Roberts,  the  Malone 
&  Hyde  buyout  was  priced  at  $589 
million  in  1984,  a  steep  premium  to 
Wall  Street's  valuation  of  the  compa- 
ny but  still  a  bargain  for  the  buyers. 
Hyde  and  KKR  turned  around  in  1988 
and  sold  the  grocer)'  business  to 
Fleming  Cos.  for  $600  million,  thus 
recouping  their  full  purchase  price. 
They  owned  AutoZone  for  nothing. 

Three  years  later  Hyde  and  KKR  sold 
12%  of  AutoZone  to  the  public  at 
$11.50  (split-adjusted)  a  share.  To- 
day the  stock  trades  at  around  56  a 
share,  at  which  price  AutoZone  is 
worth  over  $4  billion.  Pitt  Hyde  owns 
10%;  the  KKR  folks  own  44%,  worth 
$1.8  billion.  Not  bad  on  a  cost  basis  of 
about  zero. 

Moral:  Go  where  the  margins  are, 
not  where  the  volume  is.  wm 
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Getting  sued  is  becoming  one  of  life's  inevitabilities. 
But  it's  less  inevitable  in  some  states  than  in  others. 

If  you  gotta  get  sued, 
get  sued  in  Utah 


By  David  Fnim  and  Frank  Wolfe 


Ranking  the  most 

11. 
12. 

New  Jersey 
Connecticut 

25.  Vermont 

26.  Ohio 

39. 
40. 

Wyoming 
Wisconsin 

litigious  states 

13. 

California 

27.  Alaska 

41. 

Colorado 

14. 

Maryland 

28.  Alabama 

42. 

Tennessee 

1 .  District  of  Columbia 

15. 

Illinois 

29.  Kentucky 

43. 

Oregon 

2.  Rhode  Island 

16. 

Michigan 

30.  Arizona 

44. 

Idaho 

3.  Massachusetts 

17. 

Pennsylvania 

31.  Mississippi 

45. 

Nebraska 

4.  New  Mexico 

18. 

Texas 

32.  Minnesota 

46. 

Arkansas 

5.  Nevada 

19. 

Louisiana 

33.  Oklahoma 

47. 

South  Dakota 

6.  Delaware 

20. 

West  Virginia 

34.  Virginia 

48. 

Kansas 

7.  Florida 

21. 

Maine 

35.  North  Carolina 

49. 

North  Dakota 

8.  New  York 

22. 

Georgia 

36.  Montana 

50. 

Indiana 

9.  New  Hampshire 

23. 

Missouri 

37.  Iowa 

51. 

Utah 

10.  Washington 

24. 

Hawaii 

38.  South  Carolina 

Washington,  D.C.  is  the  most  litigious  place 
in  America;  Utah,  the  least. 
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'here  ARE  YOU  most  likely  to  hear 
am  a  lawyer  if  you're  involved  in  a 
r  accident?  If  you're  deciding  where 
>  set  up  a  medical  practice,  in  which 
ite  are  you  most  likely  to  be  sued  for 
alpractice?  Which  state  has  the 
ghest  concentration  of  trial  lawyers? 
There's  no  central  database  that 
lis  you  how  many  lawsuits  there  are 

most  states  or  how  much  money 
aintiffs  are  winning,  so  Forbes  de- 
ded  to  take  a  bold  stab  at  quantify- 
g  litigiousness  state  by  state.  As  far 

we  are  aware,  it's  the  first  time 
lyone  has  attempted  to  do  anything 
motely  like  this. 

To  rank  the  states,  we  developed 
'e  proxies  for  litigiousness:  the  per- 
ntage  of  automobile  accidents 
here  lawyers  get  involved;  the  aver- 
;e  cost  for  one  year's  malpractice 
surance  for  an  orthopedic  surgeon; 
e  number  of  members  of  a  state's 
al  lawyers  association  per  100,000 
>pulation;  how  much  each  state's 
lief  justice  spent  to  win  his  last  elec- 
)n;  and  the  amount  the  largest  city 
each  state  paid  in  lawsuits  against  it 
the  last  fiscal  year. 
We  then  ranked  the  states  and  the 
istrict  of  Columbia  from  1  to  51  in 
ch  of  the  categories.  Then  we  aver- 
;ed  each  state's  five  scores  to  arrive  at 
final  ranking.  When  states  for  one 
ason  or  another  did  not  have  a  score 
one  of  the  five  categories,  we  divid 
1  their  total  score  by  four  instead, 
here  states  tied  on  their  overall  aver- 
se, we  broke  the  tie  against  the  state 
ith  the  lowest  mark  in  any  one  cate- 
>ry:  Arizona  and  Mississippi,  for  ex- 
iiple,  had  the  same  average,  but 


since  Arizona's  worst  score  was  15 
and  Mississippi's  was  22,  we  ranked 
Arizona  as  the  more  litigious. 

Scientific?  Probably  not.  Fair?  We 
think  so. 

The  lower  a  state's  score,  the  worse 
the  legal  climate.  By  a  big  margin,  the 
District  of  Columbia  finished  in  first 
place,  with  Rhode  Island,  Massachu- 
setts, New  Mexico  and  Nevada 
rounding  out  the  top  five.  Utah  was  a 
comparably  secure  last  place  finisher. 

Other  highlights: 

■  The  survey  confirms  that  juries  in 
the  city  of  Detroit  are  probably  the 
most  irresponsible  in  Anerica.  Or- 
thopedic surgeons  in  Michigan — 
which  ranks  number  one  in  medical 
malpractice  litigiousness — pay  an  av- 
erage malpractice  premium  of 
$100,000  a  year,  more  than  eight 
times  as  much  as  the  median  state  in 
our  survey.  In  Detroit  the  premium  is 
in  excess  of  $150,000  a  year.  Premi- 
ums for  high-risk  specialties,  like  ob- 
stetrics, are  even  higher.  Detroit  juries 
are  also  the  most  generous  in  award- 
ing plaintiffs  cash  when  they  sue  the 
city — six  times  as  generous  as  those  of 
the  median  city,  Phoenix. 

In  showing  how  much  big  cities  pay 
to  settle  lawsuits,  we  rank  by  the 
amount  paid  per  capita.  Thus  Detroit 
(pop.  1,028,000)  finishes  ahead  of 
New  York  City  (pop.  7,323,000). 

■  States  notorious  for  their  punitive 
damage  awards,  such  as  Texas  and 
Alabama,  have  the  most  expensive 
judicial  elections.  Texas  Chief  Justice 
Thomas  R.  Phillips,  for  example,  re- 
cently spent  more  than  $2  million  on 
his  reelection  bid.  In  most  cases,  the 


largest  source  of  campaign  contribu- 
tions is  trial  bar.  Does  the  money 
influence  verdicts?  We  don't  know, 
but  campaign  donors  must  think  so. 

■  Three  states  with  bad  reputations 
for  litigiousness — New  York,  Califor- 
nia and  Texas — ranked  surprisingly 
low:  New  York  in  8th  place,  Califor- 
nia in  13th  and  Texas  in  18th.  In  all 
three  cases,  scores  improved  for  the 
same  reason,  the  relatively  small  num- 
ber of  trial  lawyers  in  state  associa- 
tions. Omit  that  number,  and  New 
York's  average  would  fall  below  even 
the  District  of  Columbia's. 

■  Litigiousness  can  be  predicted  by 
geography.  Six  of  the  ten  most  liti- 
gious states  are  in  the  Northeast.  Sev- 
en of  the  ten  least  litigious  states  are  in 
the  Rocky  Mountains  or  Midwest. 

■  Most  car  accidents  are  routine  af- 
fairs that  ought  to  be  handled  by  mail 
and  a  phone  call  or  two  to  your 
insurance  adjuster.  But  not  in  Mary- 
land, Massachusetts,  New  Jersey  and 
the  District  of  Columbia,  where  more 
than  60%  end  up  in  a  lawyer's  hands. 

■  The  cost  of  malpractice  insurance 
gives  a  good  idea  of  the  cost  of  mal- 
practice litigation.  In  some  states 
these  averages  conceal  fantastic  local 
variation:  While  orthopedic  surgeons 
in  rural  New  York  pay  some  $33,000 
a  year  in  malpractice  premiums,  sur- 
geons in  Long  Island's  Nassau  and 
Suffolk  counties  must  cough  up  more 
than  $117,000  per  year.  One  caveat: 
The  terms  of  malpractice  insurance 
contracts  vary  somewhat  from  state  to 
state,  but — in  our  view — not  so  much 
that  they  distort  the  chart. 

It  should  be  noted  that  the  sums 
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The  most  litigious  states 


Each  state's  final  score 
is  the  average  of  its  rank 
in  each  of  the  five 
categories:  auto  litigation, 
malpractice  litigation,  number 
of  trial  lawyers,  amount 
spent  by  its  top  judge,  and 
municipal  litigation.  The 
lower  the  rank,  the  more 
litigious  the  state. 


here  vastly  understate  what  litigation 
actually  costs  municipal  taxpayers.  We 
omitted  w  <  >rkers'  compensation,  even 
though  comp  costs  are  lawyer-driven, 
because  they  are  not  reviewed  by  state 
courts.  We  omitted  school  board  and 
transit  system  liability,  too,  because  in 
many  smaller  cities,  one  school  board 
and  transit  system  stretch  across  the 
entire  county. 

The  municipal  liability  numbers  are 


also  affected  by  local  peculiarities:  Se- 
attle ranks  high  in  part  because  its 
local  electrical  utility  is  municipally 
owned,  making  the  city  liable  for  its 
torts.  Boise,  Idaho  ranks  as  low  as  it 
does  in  part  because  virtually  all  the 
city's  roads  are  owned  by  the  state 
government — making  the  state  re- 
sponsible for  lawsuits  arising  from 
accidents  upon  them.  Some  normally 
litigious  states,  like  Texas,  rank  rela- 


If  aflKing  Inf?  Scales 

Oldlc                       /o  OT  dUlO  aCCIQclllS 

where  claimee 
is  represented 
by  an 
attorney1  Rank 

HvcTagc 

malpratice 
premium  for 
orthopedic 
surgeon  Rank 

Members  of  state 
trial  lawyers 
association 
per  100,000 
population  Rank 

Amount  spent  by 

state  chief  justice 
on  most  recent 

election  or  reten- 
tion campaign  Rank 

Amount  paid  by 
state's  largest  city 
to  settle  liability 
claims  and 
judgments  Rank 

Alabama              15.4%  49 

$12,860  26 

44.5  17 

$670,687  3 

$1,000,000  31 

Alaska                23.3  39 

45,203  5 

36.4  29 

less  than  1.000  20 

980,679  30 

Arizona                39.4  19 

22,307  15 

16.4  51 

0  23 

4,973,713  25 

Arkansas              26.7  36 

5,388  49 

42.5  18 

23,852  15 

151,644  43 

California             58.9  5 

35,218  7 

15.8  50 

less  than  1,000  20 

57,164,392  7 

Colorado              21.9  42 

10,943  31 

41.4  20 

0  23 

1,433,005  33 

Connecticut           46.9  12 

14,729  22 

66.9  5 

appointed 

482,024  32 

Washington,  DC       61.1  3 

25,023  10 

53.5  12 

appointed 

13,990,000  5 

Delaware              53.3  6 

14,079  23 

65.8  6 

appointed 

417,820  21 

Florida                45.3  14 

73,788  2 

26.3  41 

375,983  5 

3,500,000  12 

Georgia               43.6  17 

13,360  24 

38.6  26 

0  23 

2,598,595  17 

Hawaii                31.8  28 

24.500  12 

24.4  44 

appointed 

5,560,489  8 

Idaho                 27.8  33 

10,624  33 

38.2  28 

852  18 

50,656  47 

Illinois                47.2  11 

21,764  16 

21.9  45 

178,324  10 

36,273,000  10 

Indiana                19.9  45 

4,350  51 

20.0  49 

0  23 

1,897,313  37 

Iowa                   16.9  48 

9,462  37 

39.6  21 

less  than  250  22 

1,311,990  15 

Kansas                17.0  47 

6,232  47 

36.3  30 

0  23 

870,684  35 

Kentucky             24.9  38 

10,383  35 

46.1  16 

51,658  13 

NA 

Louisiana             51.2  7 

7,937  42 

47.4  15 

540,933  4 

1,500,000"'  34 

Maine                 33.9  26 

10,050  36 

73.3  3 

appointed 

362,234*  20 

Maryland              65.7  1 

19,287  18 

31.4  35 

NA 

4,539,115  18 

Massachusetts        62.6  2 

36,190  6 

33.2  34 

appointed 

7,980,000  9 

Michigan              22.8  40 

108,762  1 

21.5  47 

250,015  8 

32,524,465  1 

Minnesota            318  29 

7,537        44  . 

38.8  24 

38,065  14 

1,902,399  24 

Mississippi            37.9  22 

12,952  25 

38.9  23 

0  23 

298,045  40 

U987.    'Current  fiscal  year,    tlncurred.    NA:  Not  available. 

Sources:  insurance  Research  Council;  St.  Paul  Fire  &  Marine;  member  companies  of  the  Physician  Insurers  Association  of  America:  Forbes. 
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;ly  low  in  this  category  be- 
ise  their  state  legislatures 
'e  adopted  caps  on  munici- 
liability,  which  typically  pre- 
lt  juries  from  making  awards 
excess    of   $200,000  or 
50,000  against  a  municipality, 
rhere  are  many  other  local  varia- 
ns.   Complications  arising  from 
se  peculiarities  prevented  the  fig- 
s    from    Columbia,    S.C.  and 


Charleston,  W.  Va.  from  being  calcu- 
lated in  time  to  be  used  here. 

One  locality  was  suspiciously  un- 
willing to  help  us.  A  secretive  press 
aide  in  the  Louisville,  Ky.  mayor's 
office  refused  to  divulge  that  city's 
liability  payouts  unless  told  the  con- 
tents of  our  story  in  advance.  Either 
the  Louisville  mayor's  office  is  ter- 
! — -\     ribly  dumb  or  the  aide  was  hiding 
' ''\y-.S    something.  WM 
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attorney1 

Rank 

surgeon 

Rank 

population 

Rank 

tion  campaign 

Rank 

judgments 

Rank 

ssouri 

34.1% 

24 

$23,395 

13 

28.3 

38 

0 

23 

$3,000,000 

14 

ontana 

20.6 

43 

10,889 

32 

53.2 

13 

$209,304  9 

38,685  46 

;braska 

18.6 

46 

4,359 

50 

38.6 

25 

0 

23 

2,282,741* 

16 

?vada 

38.4 

20 

28,739  9 

79.0 

2 

350,198  6 

1,093,980 

29 

;w  Hampshire 

44.8 

16 

11,148 

30 

61.3  9 

appointed 

1,069,888 

11 

»w  Jersey 

60.9 

4 

22,982 

14 

33.6 

33 

appointed 

1,688,174 

19 

;w  Mexico 

26.8 

35 

30,770  8 

61.5  8 

112,890 

11 

10,537,000 

3 

;w  York 

45.1 

15 

65,451 

3 

25.0 

43 

appointed 

219,000,000 

2 

)rth  Carolina 

32.5 

27 

7,320 

45 

57.3 

10 

65,550 

12 

310,478* 

45 

>rth  Dakota 

14.5 

51 

12,032 

27 

38.5 

27 

NA 

93,205 

41 

lio 

40.4 

18 

17,366 

21 

25.8 

42 

967,953 

2 

1,040,853 

38 

lahoma 

33.9 

25 

18,299 

19 

34.2 

32 

0 

23 

1,194,000 

36 

egon 

29.9 

32 

10,415 

34 

28.1 

39 

less  than  500 

21 

1,912,864! 

28 

nnsylvania 

49.2 

9 

11,904  28 

29.5 

37 

less  than  250 

22 

37,000,000* 

4 

lode  Island 

49.3 

8 

46,045 

4 

54.8 

11 

appointed 

898,000  23 

uth  Carolina 

48.8 

10 

6,497 

46 

34.4 

31 

appointed 

NA  — 

uth  Dakota 

15.0 

50 

5,875  48 

124.5  1 

NA 

99,044  42 

nnessee 

27.0 

34 

8,057 

41 

30.7 

36 

12,054 

16 

2,169,639 

27 

xas 

34.6 

23 

24,868 

11 

26.5 

40 

2,646,389  1 

7,530,331 

26 

ah 

20.0 

44 

7,597 

43 

21.7 

46 

NA 

129,000 

44 

rmont 

31.0 

30 

8,564 

38 

49.4 

14 

appointed 

309,888 

13 

rginia 

45.5 

12 

8.246 

39 

42.0 

19 

appointed 

439,082 

39 

ashington 

30.5 

31 

18,258 

20 

65.7 

7 

835 

19 

9,051,655 

6 

;st  Virginia 

25.8 

37 

20,502 

17 

39.0 

22 

262,464 

7 

NA  - 

sconsin 

38.3 

21 

8,111 

40 

21.4  48 

1,914 

17 

3,600,393 

22 

coming 

22.2 

41 

11,549 

29 

70.5 

4 

0 

23 

5,416  48 

987.    'Current  fiscal  year,    tlncurred.    NA:  Not  ava'lable. 

•Jrces:  Insurance  Research  Council;  St.  Paul  Fire  &  Marine;  member  companies  of  the  Physician  Insurers  Association  of  America;  Forbes. 
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If  you  are  an  affluent  family  with  college-age  kids,        Wh¥  save  ■ 
your  true  marginal  income  tax  rate  is  a  good  deal  higher  Vame  of  $1  invested  for  eight  years 
than  the  39.6%  top  the  federal  code  specifies.   i  No  taxes 


Taxation  without 
representation 


After  income  tax 

After  income  tax 
and  college  tax 


By  Peter  Brimelow 

A  quaint  traditional  ritual  is  greeting 
the  New  Year  in  many  American 
homes:  wrestling  with  the  paperwork 
necessary  to  apply  for  college  financial 
aid.  Few  families  can  avoid  taking 
part — Ivy  League  tuition,  room  and 
board  now  run  about  $25,000  a  year. 
Probably  not  many,  however,  realize 
just  how  peculiar  the  ritual  is. 

U.S.  college  costs  have  become  a 
unique  supplementary  income  tax. 
This  tax  is  levied  according  to  a  steep- 
ly progressive  code  devised  by  a  pri- 
vate, unelected  and  unregulated 
group — the  U.S.  college  cartel. 

To  understand  what's  going  on, 
you  have  to  recognize  that  many  col- 
lege bureaucrats  don't  see  themselves 
as  educators.  They  see  themselves  as 
social  engineers.  Their  mission:  to 
cure  various  evils  in  American  society, 
including  income  inequality. 

"Our  policy  is  total  Robin  Hood,11 


Tulane  University  President  Eamon 
M.  Kelly  was  quoted  as  saying  some 
years  ago.  "We  put  our  tuition  up  as 
high  as  possible  and  then  put  most  of 
the  extra  money  into  financial  aid.11 
He  was  bragging  that  colleges  delib- 
erately gouge  affluent  families. 

Economists  have  a  name  for  this 
policy:  monopolistic  price  discrimina- 
tion— the  practice  of  varying  prices  to 
extract  the  maximum  out  of  each 
helpless  customer. 


$0,790 

"Financial  aid11  is  actually  a  misno- 
mer for  the  process  by  which  colleges 
figure  out  just  how  much  that  maxi- 
mum is.  Typically,  they  use  the  "Insti- 
tutional Methodology'"  developed  by 
the  College  Board's  College  Scholar- 
ship Service. 

In  some  ways  the  Institutional 
Methodology  is  a  more  searching 


Why  earn? 


79% 


 i  Marginal  income  tax  rate 

tfigragfc  Marginal  income  tax  rate 
plus  marginal  impact 
of  college  tax  53 

59% 

66%  1 

^     48%  fl 

I  32% 

32% 

*35% 

$40% 

■'44% 

fli%~19"'.,   19%    19%  19% 

0%  1 

1 

$25,000 

■Expected  annual 
parental 

contribution  $20,000 


$0  to  $11  to  $20  to  $34  to  $37  to  $41  to  $44  to  $47  to  $60  to  $117*  to  $130  to  $198  to  Above 
$11      $20      $34     $37      $41      $44      $47      $60     $117    $130     $198     $344  $344 

Gross  income  ($thousands) 


$5,! 
$3,260 1 
S750 

$20  $25  $40  $50  $60  $75  $100  $117 
Annual  family  income  ($thousands) 


All  data  tor  a  family  of  four,  assuming  4%  state  and  local  tax.    *At  this  income  level,  parents  pay  the  full  tuition,  assumed  here  to  be  $25,000. 
Sources:  Martin  Feldslein,  College  Scholarship  Rules  and  Private  Saving-,  College  Scholarship  Service:  Ed  Rubenstein.  economic  consultant:  Forbes. 


The  College 
Scholarship  rules 
work  to  increase 
sharply  the  tax  lev- 
ied on  the  last 
dollar  of  income 
earned  (far  left). 
This  marginal  ef- 
fect disappears 
for  the  highest  in- 
comes— but  only 
because  these 
families,  ineligi- 
ble for  "aid,"  are 
expected  to  pay 
all  their  children's 
college  fees 
[near  left]. 
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$1,172 


$1,104 


$1,126 


$1,149 
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Without  taxes,  a  dollar  saved  by  a  four-person, 
$60,000-to-$117,000  income  household  would  compound 
to  $1.27  in  eight  years,  assuming  a  3%  interest  rate. 
It  would  grow  to  $1.17,  even  subtracting  a  28%  federal 
and  4%  state  and  local  income  tax  rate.  But,  because  the 
college  tax  hits  both  principal  and  interest,  eight 
consecutive  years  of  college  fees  will  virtually  halve 
the  saved  dollar— discouraging  saving  and  encouraging  debt. 


itiny  of  a  victim's  financial  affairs 
n  is  the  IRS'  form  1040.  It  not  only 
ines  income  more  stringently — it 
)  assesses  assets.  And  it  includes  a 
tion  of  assets  in  computing  the 
lual  extractable  maximum. 
Vhich  means  the  college  tax  grabs 
h  at  the  interest  income  earned  by 
victim  and  at  the  additional  dollar 
savings  itself,  through  a  sort  of 
ital  levy.  The  result  is  devastating 
he  savings  of  middle-  and  upper- 
:>me  people  (see  chart  above). 
"he  result  is  equally  dramatic  if  the 
im  has  no  savings  but  must  meet 
entire  cost  of  college  out  of  cur- 
t  income.  The  Institutional  Meth- 
)logy  varies  the  exact  amount  ex- 
ted  according  to  a  complex  for- 
la.  But  it  constitutes  an  additional 
rginal  tax  rate  of  between  22%  and 
'<>  on  top  of  federal,  state  and  local 
?me  taxes  (see  chart  far  left). 
4ote  this  informal  fiscal  thumb- 
:w  starts  turning  at  the  astonish- 
[y  low  income  level  of  $20,000  a 


year  (for  a  family  of  four!).  Robin 
Hood  supposedly  robbed  the  rich  to 
feed  the  poor.  His  college  clones  rob 
the  poor  to  feed — themselves. 

At  the  upper  reaches  of  income, 
scholarship  rules  cease  to  affect  mar- 
ginal tax  rates.  High-income  families 
cease  to  be  eligible  for  "financial  aid," 
so  there  is  nothing  for  the  college  to 
take  away  from  them  as  their  income 
goes  up  (see  chart  near  left). 

Oddly  (or  maybe  not  so  oddly),  few 
economists  have  studied  the  econom- 
ic consequences  of  the  college  tax. 
One  exception:  Harvard's  Martin 
Feldstein,  chairman  of  the  Council  of 
Economic  Advisers  under  President 
Reagan.  Feldstein  argues  that  the  col- 
lege tax  discourages  its  victims  from 
saving,  since  with  fewer  assets  they 
become  eligible  for  more  aid.  In  a 
National  Bureau  of  Economic  Re- 
search paper,  he  has  shown  that  in 


$0,533 

1986  the  college  tax  apparently 
caused  typical  45-year-old,  $40,000- 
a-year  household  heads  with  two  pre- 
college  children  to  reduce  their  accu- 
mulated financial  assets  by  about  half. 

"And  there  are  also  savings  short- 
falls and  labor  market  distortions  for 
older  and  younger  parents,"  says  Ste- 
phen Entin,  resident  scholar  at  Wash- 
ington, D.C.'s  Institute  for  Research 
on  the  Economics  of  Taxation.  "The 
total  impact  could  be  reducing  saving, 
capital  formation,  wage  growth  and 
employment  by  enough  to  knock  be- 
tween V2%  and  1%  off  the  gnp.  We 
could  be  throwing  away  between  $30 
billion  and  $60  billion  a  year  in  lost 
output  and  income." 

You  never  before  thought  of  col- 
lege people  as  tax  collectors?  Think 
again.  B 
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Why  settle  for  one  good  year? 

Six  glasses,  a  toast  or  two  and  into  place  an  approach  that  just  fleeting  short-term  resi 

even  the  most  excellent  year  can  keep  delivering  vintage  At  Andersen  Consulting,  o 

is  history.  Whether  it  came  in  a  year  after  vintage  year.  An  goal  is  to  give  your  enterpri* 

bottle  or  on  a  balance  sheet.  approach  that  yields  rooted  the  capacity  to  keep  adaptii 

Unless,  that  is,  you  have  put  long-term  capabilities,  not  and  improving  indefinitely.  "I 


implish  this,  we  can  help 
:reate  an  optimal  blending 
!  your  organization's  vital 
urces:  strategy,  technology, 
less  processes  and  people. 


Because  when  all  of  these 
components  work  together, 
you  can  be  sipping  success  in 
the  present,  while  your  future 
is  ripening  on  the  vine. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Interest  rate  seer  Henry  Kaufman  got  egg  on  his  face  by 
being  too  bearish  in  the  1980S;  He  might  have  been 
wrong  then,  but  he  was  spectacularly  right  in  1993: 

Dr.  Doom 
is  smiling 


By  Robert  Lenzner 

Remember  Henry  Kaufman,  the 
bond  market's  Dr.  Doom,  whose  pro- 
nouncements as  a  Salomon  Brothers 
economist  used  to  make  the  markets 
tremble?  He  left  Salomon  in  1988  and 
set  up  shop  as  a  money  manager. 

How's  the  old  doomster  doing  in 
this  bull  market?  Nicely.  Henry  Kauf- 
man 8c  Co.  runs  more  than  $600 
million  in  institutional  bond  money, 
and  he  has  been  speculating  with  his 
own  money.  For  his  bond  clients, 
conservative  folk  who  spurn  the  use  of 
derivatives  and  other  forms  of  lever- 
age, he  delivered  a  17%  annualized 
return  on  long-term  investments  in 
1993's  first  11  months,  handily  beat- 
ing the  12%  gain  shown  by  the  com- 
parable Lehman  Brothers  Index.  For 
his  own  account,  Kaufman  says,  he 
did  much  better  than  that  by  taking 
bigger  chances. 

Kaufman  explains  his  operating 
methods:  "I  don't  do  in-and-out 
trading.  I  do  it  on  broader  concepts, 
interpreting  structural  changes  in 
economies  and  financial  markets." 

That  sounds  like  the  old  Kaufman, 
sober  and  judicious,  as  befits  an  econ- 
omist educated  at  Columbia  and  New 
York  University.  But  there's  another 
side  to  Henry  Kaufman.  Speculating 
for  his  own  account  using  the  same 
structural  analysis,  he  says  he  used  call 
options  to  leverage  big  money  out  of 
the  moderate  gains  shown  by  the  ten- 
year  government  securities  of  Germa- 
ny, Italy,  France,  the  U.K.  and  the 
U.S.  "I  concluded  in  1992  that  the 
European  recessions  would  continue. 
Since  short-term  yields  were  higher 
than  long-term  interest  rates,  I 
thought  short-term  rates  would  go 
down,  taking  long-term  rates  with 


them."  They  did. 

Using  his  bond  market  insights, 
Kaufman  played  the  stock  market, 
too.  In  1990  and  1991  he  bought 
stocks  of  medium-size  banks  and  sav- 
ings and  loans,  many  of  them  below- 
book  value.  "I  recognized  that  the 
change  in  the  yield  curve  would  im- 
prove the  profit  margins,"  he  says. 


''This  would  let  banks  issue  equity 
and  refinance  their  debt  at  a  lower 
cost.  It  was  a  simple  concept  that  took 
advantage  of  the  prevailing  fear  that 
many  banks  and  S&ls  would  go  out  of 
business." 

Kaufman's  picks  weren't  house- 
hold names  like  BankAmerica  and 
Citicorp.  He  preferred  undiscovered 


78 


Forbes  ■  January  17,  1994 


s  like  Marshall  &  Ilsley,  a  Wiscon- 
bank  whose  shares  have  nearly 
ed  since  late  1990,  and  Bell  Ban- 
,  a  Chicago-based  thrift  whose 
:s  have  nearly  doubled  since  go- 
mblic  in  December  1991. 
e  still  owns  a  group  of  little 
vn  bank  stocks,  mostly  traded 
-the-counter.  They  include  Al- 
:  Financial  Corp.  in  Albany,  N.Y., 

American  Corp.  of  Nashville, 
[uehanna  Bancshares  in  Lititz,  Pa. 
North  Fork  Bancorporation  on 
Tn  Long  Island,  whose  shares  are 
:d  on  the  Big  Board.  "These  are 
marginal  banking  institutions," 
)oints  out.  "They  have  strong 
:al  positions,  relatively  low 
tints  of  nonperforming  loans  and 
3ng  presence  in  their  market." 
it  mosdy  Henry  Kaufman  is  re- 
ng  his  positions,  in  both  bank 
cs  and  foreign  bonds.  He  thinks 
)ig  move  that  made  him  so  much 
ey  is  almost  over.  He  still  has  a 
est,  unhedged  position  in  Cana- 

bonds  in  his  institutional  ac- 
lts;  in  his  personal  account  he  has 
)dest  short  position  in  marks  and 

because  the  German  and  Japa- 

economies  should  grow  more 
ly  than  the  U.S.'  But  all  these  are 
ively  small  positions. 
>r  1994  Kaufman  expects  more  of 
ort  of  volatility  that  served  him  so 
in  1993.  He  predicts  short-term 
tral  funds)  interest  rates  will  be 
'een  3V2%  and  4%  by  the  end  of 
1,  not  a  big  threat  to  bonds  or 
cs.  "I'm  not  as  aggressive  as  I  was. 
toned  down  my  participation  in 
narket,"  he  says, 
lufman's  advice  to  investors: 
ere's  still  moderate  opportunity 
>reign  bond  markets,  including 
,  France  and  the  U.K."  Ten-year 
in  governments  are  paying  7.5%, 
>st  2  percentage  points  better 

ten-year  German  bonds.  Says 
man,  "The  Italian  economy  has 
little  inflation,  11.5%  unemploy- 
t  and  a  need  of  easier  money  to 
ulate  growth."  It  takes  substan- 
takes  to  buy  foreign  bonds  direct- 
Lit  there  are  plenty  of  internation- 
>nd  funds  to  choose  from. 

the  U.S.  fixed  income  market, 
rman  thinks  municipal  bonds  will 
•ably  outperform  taxables  in 
t.  Again,  he  prefers  medium  ma- 
les, 10  to  15  years.  HB 


While  the  media  pundits  revel  in  the  future  world 
of  500  cable  channels  and  interactive  everything, 
prices  of  old-fashioned  broadcast  television 
stations  are  jumping  again. 

Premature 


obituary 


By  Norm  Alster 

After  several  years  under  a  cloud, 
broadcast  television  stations  are  sud- 
denly becoming  hot  commodities 
again.  During  the  mid-1980s  stations 
sold  at  cash  flow  multiples  of  10,  12 
and  higher.  Then  credit  dried  up, 
advertising  slumped  and  station  val- 
ues plunged  to  7.5  to  8  times  trail- 
ing^ months'  cash  flow. 

Now  prices  have  begun  turning  up. 
Jack  Harvey,  an  associate  with  media 
broker  Blackburn  &  Co.,  says  some 
stations  are  selling  at  nine  times  cash 
flow.  A  transaction  in  that  price  range 


was  the  Washington  Post  Co.'s  esti- 
mated $250  million  purchase  of  two 
big- market  stations — NBC  network  af- 
filiate kprc  in  Houston  and  ABC  affili- 
ate KSAT  in  San  Antonio.  Times  Mir- 
ror is  in  the  process  of  selling  four 
stations  to  Argyle  Television  Hold- 
ing, Inc.  in  a  $335  million  deal  that 
approaches  ten  times  cash  flow. 

"The  prices  were  as  low  as  they 
were  going  to  get,"  reasons  Bert  Ellis, 
a  40-year-old  media  entrepreneur 
whose  Ellis  Communications  Inc.  re- 
cently paid  $140  million  for  a  package 


New  station  owner  Bert  Ellis 

"The  prices  were  as  low  as  they  were  going  to  get." 
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T  H  E    l  9th    u  n  w  r  i  t  t  e  n    law    of  driving 


THE  S  HORT  EST  DISTANCE 
BETWEEN  TWO  POINTS 

IS   ALWAYS   UNDER  CONSTRUCTION. 


THE  TROOPER'S  REAR  MULTI-LINK/COIL 
SUSPENSION  CAN  COMFORTABLY  HANDLE 
VtOST  ANYTHING  MOTHER  NATURE.  OR  THE 
DEPT.  OF  HIGHWAYS,  THROW  YOUR  WAY. 


Short  of  investing  heavily 
in  road  cone  futures,  the  best  way 

to  benefit  from  the  fact  that 
our  streets  are  in  a  constant  state 
of  "improvement,"  is  to  buy 
a  Trooper.  Besides  its  obvious 
height  advantage,  it  possesses  a 
remarkably  rugged  yet  amazingly 
agile  suspension,  making  for 
a  comfortable,  quiet,  confident 


ride-no  matter  what  type  of 
road  surface  you  find  yourself 

coming  across.  Even  a 
smooth  one.  Remember  those? 

The  Isuzu  Trooper. 
Life's  an  adventure.  Be  prepared. 
(800)  726-2700 

® 

ISUZU 

Practically/Zlmazing 


Television  deals 


of  six  TV  and  two  radio  stations  in 
Memphis,  Knoxvillc,  Toledo  and  oth- 
er midsize  markets. 

"The  industry's  had  two  very  soft 
years,"  Ellis  adds.  "We  felt  1993  and 
then  1994  through  1996  were  going 
to  be  significantly  better.'"  Ellis  be- 
lieves auto  sales  will  stay  strong  into 
1996,  so  makers  and  dealers  will  buy 
lots  of  airtime. 

Longer  term,  possible  Federal 
Communications  Commission  rules 
changes  would  loosen  ownership  re- 
strictions and  make  station  ownership 
more  desirable. 

Burned  in  the  high-priced  deals  of 
the  mid-1980s,  bankers  have  been 
wary  of  TV  deals.  But  their  scars  are 
healing.  Bennett  Smith,  the  34-year- 
old  co-owner  of  Atlanta- based  New 
Vision  Television,  recently  spent 
$110  million  to  acquire  eight  net- 
work affiliates;  of  that,  banks  led  by 
NationsBank  and  Bank  of  Montreal 
lent  New  Vision  $65  million. 

Smith  thinks  the  best  bargains  right 
now  are  to  be  found  among  the  local 
ABC,  NBC  and  CBS  affiliates.  "There's 


been  a  preference  for  Fox  [affiliates] 
over  the  last  three  to  five  years,"  says 
Smith.  "The  play  is  now  the  big  three 
network  affiliates." 

But  you  can  make  a  good  case  for 
buying  presently  independent  sta- 
tions, too,  since  they  are  being  wooed 
by  new  networks  being  started.  Para- 
mount Communications,  together 
with  its  partner,  Chris-Craft  Indus- 
tries, and  Time  Warner  Inc.'s  Warner 
Bros,  division,  together  with  its  affili- 
ate, Tribune  Broadcasting  Co.,  are 
competing  to  convince  independent 
stations  to  join  a  fifth  network.  "The 
acquisition  of  [potential]  affiliates  is 
absolutely  the  battleground,"  says 
Kerry  McCluggage,  chairman  of  Par- 
amount Television  Group.  McClug- 
gage has  traveled  to  30  cities  in  recent 
weeks  trying  to  sign  up  new  affiliates. 

Why  the  push  to  create  new  net- 
works at  a  time  when  many  people 
think  network  TV  is  going  downhill? 
Now  that  Congress  and  the  courts  are 
ready  to  let  the  big  networks  own 
their  own  programs,  both  Paramount 
and  Warner  are  worried  that  the  exist- 


ing networks  will  give  precedence  tot 
their  own  programming  at  the  ex- 
pense of  Time  Warner's  and  Para- 
mount's.  So  Time  Warner  and  Para- 1 
mount  want  their  own  networks. 

For  the  independents,  the  lure  of] 
affiliation  is  simple:  They'll  get  good- 
quality  programming  at  reasonable 
cost.  It  was  the  expense  of  program- 
ming that  crushed  many  indepen- 
dents and  helped  instigate  the  bear 
market  in  TV  properties  in  the  late 
Eighties,  recalls  Bishop  Cheen,  a  se- 
nior analyst  with  Paul  Kagan  Asso- 
ciates. While  the  average  Fox  affiliate 
now  spends  just  25%  of  revenues  on 
programming,  says  Cheen,  many  in- 
dependents were  then  coughing  up 
50%  to  100%  or  more  for  game  shows 
and  other  uninspiring  fare. 

Warner  Bros,  network  honcho  Ja- 
mie Kellner  says  wb  Network  will  offer 
its  affiliates  two  nights  of  program- 
ming by  the  end  of  the  1994-95 
season.  Paramount  will  begin  with 
four  hours  a  week,  including  a  new 
Star  Trek  series,  in  early  1995. 

Not  that  it's  all  smooth  sailing  for 
over-the-air  television  stations.  Cable 
companies  are  currently  required  to 
carry  over-the-air  broadcasters  on 
their  systems,  but  Turner  Broadcast- 
ing and  other  cable  firms  have  chal- 
lenged this  "must  carry"  provision. 
The  Supreme  Court  has  agreed  to 
hear  Turner's  case,  and  oral  argu- 
ments are  scheduled  for  this  month. 
George  Newi,  the  executive  vice  pres- 
ident in  charge  of  affiliated  station 
relations  at  Capital  Cities/ABC,  says 
that  a  Supreme  Court  ruling  over- 
turning "must  earn'"  would  hurt 
over-the-air  broadcasters. 

A  far  greater  danger  is  the  whittling 
away  of  network  audiences  as  cable 
systems  increase  their  offerings  to- 
ward the  theoretical  full  potential  of 
500  channels.  Ellis  says  he's  not  wor- 
ried. "We  don't  think  500  cable  chan- 
nels are  around  the  corner,"  says  Ellis. 
"Over-the-air  broadcast  stations  still 
deliver  the  most  popular  programs." 

Ellis'  bankers  apparently  agree. 
Bankers  Trust  assembled  a  five-bank 
group  to  provide  Ellis  Communica- 
tions $110  million  for  its  recent  ac- 
quisition, and  Jeffrey  Bennett,  a 
Bankers  Trust  vice  president,  predicts 
there  will  be  more  such  deals.  "A  lot 
of  people,"  reports  Bennett,  "are 
looking  at  TV  properties."  H* 
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)ger  Sant  can't  build  his  clean  power  plants 
the  U.S.,  but  overseas  the  business 
going  like  gangbusters. 

i  four-letter 
lirty  word 


Carol  M.  Cropper 

Corp.,  the  independent  power 
ducer  that  specializes  in  coal-fired 
its,  went  public  in  1991,  with  a 
wing  prospectus.  It  listed  the  com- 
y's  "shared  values":  "integrity, 
ness,  fun  and  social  responsibili- 
'  But  how  fun  can  a  business  be 
:n  you  deal  with  envi- 
mentalists  with  minds 
losed  as  a  Swiss  bank's 
?  Sighs  AES'  cofounder 

chairman,  Roger  Sant: 

0  matter  how  much  evi- 
ce  you  provide,  there's 
mage  that  coal  is  dirty." 
ant,  62,  and  cofounder 
inis  Bakke,  48,  would 

in  most  places  as  good 
ironmentalists,  and  they 
the  latest  technology  to 
d  clean  coal- burning 
/er  plants.  But  they 
t't  make  the  grade  with 
>.  environmental  zeal- 

who  regard  the  burn- 
of  coal  as  devil's  work, 
ant  and  Bakke  got  to  HHHMR 
w  each  other  at  the  end 
le  Nixon  Administration  in  Wash- 
:on.  Sant,  who  had  been  a  lecturer 
tanford's  business  school,  was  in 
rge  of  energy  conservation  and 
ironment  at  the  Federal  Energy 
ninistration.  Bakke,  who  went 
ight    from    Harvard  Business 

001  into  government,  was  his  dep- 
They  founded  aes  in  1981  to  take 
antage  of  a  new  law  requiring 
trie  utilities  to  buy  power  from 
^pendent  power  producers.  Coal- 
ning  plants  using  modern  tech- 
Dgy  seemed  the  way  to  go.  They 
Id  draw  upon  the  U.S.'  ample 
rves  of  coal  and  take  advantage  of 


coal's  stable  pricing. 

Nationwide,  there  is  now  a  glut  of 
generating  capacity;  few  if  any  utilities 
are  building  new  plants.  But  like  other 
independent  producers,  Sant  and 
Bakke  look  for  pockets  of  opportunity 
in  which  to  build  their  medium-size 


AES  cofounders  Roger  Sant  (left)  and  Dennis  Bakke 
No  fun  in  the  U.S.,  but  the  good  times  are  rolling  overseas. 


plants — to  serve  a  single  large  user,  for 
example,  or  to  supplement  a  utility's 
output.  Although  AES'  coal-fired 
plants  meet  federal  emissions  stan- 
dards, they're  increasingly  coming 
under  environmentalist  attack. 

In  1993,  for  example,  AES  wrote  off 
$5  million  when  it  was  forced  to 
abandon  plans  to  build  a  coal-fired 
plant  in  Bucksport,  Me.;  environmen- 
talists complained  the  $350  million 
plant  would  mar  the  beauty  of  the 
Penobscot  River  bank.  Another  ex- 
ample: In  1992  Sant  decided  to  walk 
away  from  a  Florida  coal -fired  plant 
that  was  one-third  built  after  environ- 


mentalists attacked  the  company,  al- 
leging it  misrepresented  the  facility's 
benefits. 

Is  AES,  then,  in  deep  trouble?  Far 
from  it.  Its  earnings  rose  31%  in  1992, 
to  $56  million.  Salomon  Brothers 
analyst  Russell  Leavitt  says  AES'  profits 
should  jump  another  57%  in  1993,  to 
$88  million,  mainly  because  of  an 
increase  in  payments  from  its  Shady 
Point  facility  in  Oklahoma.  He  pre- 
dicts earnings  per  share  will  grow  at  a 
10%  to  15%  clip  through  1995  and  at 
15%  to  20%  thereafter.  Sant's  18%  of 
the  business  currently  has  a  market 
value  of  $294  million;  Bakke's  12%, 
$196  million. 

Fortunately  for  AES,  there  is  plenty 
of  business  abroad.  Other  nations  are 
more  balanced  and  sensible  about  the 
environment,  less  willing  to  listen  to 
extremists.  AES  now  owns  two  coal- 
and-oil-fired  plants  in  Northern  Ire- 
land with  the  Belgian  utility  Tracte- 
bel,  and  is  building  a  gas- 
fired  plant  it  will  co-own  40 
miles  east  of  London. 

AES  is  in  the  middle  of 
getting  government  ap- 
proval and  financing  for  a 
coal -fired  plant  in  India.  A 
gas-fired  plant  in  India,  as 
well  as  projects  in  China, 
Venezuela,  Peru  and  Paki- 
stan, is  in  the  negotiating 
phase.  For  countries  like 
China  and  India,  which 
have  plenty  of  coal  and  are 
short  on  electricity,  AES' 
clean-coal  technology  fits 
their  bills  nicely. 

Sant  and  Bakke  haven't 
entirely  given  up  on  the 
U.S.  In  1992  they  forged 
an  alliance  with  Sonat  Inc., 
a  gas  pipeline  and  exploration  compa- 
ny, to  build  gas-fired  plants  in  North 
America. 

Nevertheless,  "we're  probably 
spending  90%  of  our  development 
capacity  outside  the  U.S.,"  says  Sant, 
who  estimates  the  world  needs  $30 
billion  worth  of  new  power  plants  a 
year  through  the  year  2000.  While 
American  environmentalists  fret  over 
trace  emissions,  Bakke  says,  people  in 
other  countries  keep  an  eye  on  the 
cost- benefit  ratio.  "There  is,"  Bakke 
says,  "a  much  broader  definition  of 
quality  of  life  [overseas]  than  just 
controlling  so2  emissions."  EH 
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Cookies  and  soda  pop  aren't  the  only  branded  products 
under  attack  by  private  labelers.  Just  look  what 
Jasper  Sanfilippo  is  doing  with  nuts. 

Nuts  to  Planters! 


By  Gary  Samuels 


Nut  baron  Jasper  Sanfilippo  with  his  father's  pecan  sheller 

"In  a  lot  of  supermarkets  private  label  outsells  the  national  brand." 


Jasper  Sanfilippo  has  spent  his  life  in 
the  nut  business.  A  genial,  soft-spo- 
ken Midwesterner,  he  started  work  in 
his  father's  little  pecan  shelling  busi- 
ness at  age  9,  took  a  yearlong  break 
from  college  to  run  it  in  the 
early  Fifties,  when  his  father 
got  sick,  and  took  over  the 
company  for  good  after  his 
father  died,  in  1963.  That 
year  the  company  had  reve- 
nues of  $300,000. 

Today  publicly  held  Chi- 
cago-based John  B.  Sanfi- 
lippo &  Son  Inc.  cranks  out 
300  million  pounds  of  pe- 
cans, peanuts,  almonds  and 
walnuts  a  year.  It  is  the 
country's  second-largest 
full-line  nut  processor,  after 
RjRNabisco's  Planters  Life- 
savers  Co.  Sales  for  1993 
should  top  $200  million, 


with  earnings  over  $8  million. 

How  did  Jasper  Sanfilippo,  now 
62,  move  from  pecan  sheller  to  nut 
baron?  It  helped  that  he  came  from 
Chicago,  which  since  early  in  this 


On  the  peanut  line 

"You  can't  see  the  technology  in  a  bag  of  nuts." 


century  has  been  the  hub  of  the  coun 
try's  pecan  shelling  business.  In  tht 
old  days  hundreds  of  little  job  shop; 
shelled  nuts  for  big  processors,  which 
roasted  them  and  shipped  them  acros; 
the  country. 

The  tedious  shelling  work  fell  tc 
uneducated  immigrant  laborers  lik< 
Sicilian-born  John  Sanfilippo,  whc 
started  work  as  a  pecan  sheller  befon 
his  tenth  birthday.  Operating  a  black 
cast-iron  pecan  sheller,  he  shelled  4E 
pounds  of  pecans  a  day,  one  nut  at ; 
time.  Daily  wage:  $6.  Out  of  that  th( 
elder  Sanfilippo  saved  enough  to  gc 
into  business  for  himself. 

Over  the  next  41  years,  his  littk 
firm  shelled  pecans  for  nut  shops 
distributors  and  a  few  big  food  pro 
cessing  firms  that  put  them  in  thing: 
like  candy  bars.  It  was  a  comfortable 
living  but  not  enough  for  his  ambi 
tious  son. 

When  Jasper  took  over  in  1963,  h< 
diversified  beyond  pecans  and  cut  dis 
tribution  deals  with  shellers  of  othei 
major  nuts — peanuts,  walnuts  and  al 
monds.  He  also  took  to  the  road 
signing  up  food  brokers  who  coulc 
sell  to  industrial  customers  like  bak 
eries  and  candy  bar  companies. 

A  bad  debt  catapulted  Jasper  Sanfi 
lippo  into  the  big  time.  Evon's,  ; 
struggling  midwestern  brand  thai 
sold  in  supermarkets,  couldn't  pav  it! 
$90,000  bill  to  Sanfilippo.  In  1974,  ir 
lieu  of  cash,  Sanfilippo  took  the  branc 
name  and  some  delivery  trucks.  Tc 
improve  quality  as  well  as  Evon's  mar 
gins,  he  decided  to  integrate  vertical 
ly.  In  1987  he  built  a  200,000 
square-foot  plant  in  Bainbridge,  Ga 
to  shell,  skin,  roast  and  jar  peanuts 
Since  then  he  has  opened  < 
|  walnut-shelling  plant  ir 
£  California  and  an  almond 
g  processing  operation  ir 
|  Texas. 

Fascinated  with  technol 
ogy,  Sanfilippo  has  utilizec 
it  to  keep  his  compam 
ahead  of  the  competitior 
with  new  nut  technology 
The  compam'  just  patentee 
a  system  for  putting  sail 
inside  a  peanut  shell,  which 
improves  the  quality  anc 
extends  the  shelf  life  of  £ 
bag  of  nuts.  First,  Sanfi 
lippo  dunks  the  nuts  in  sail 
water — others  soak  then 
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■night  in  brine — and  then,  while 
caging,  he  sucks  the  oxygen  out  of 
shells  and  pumps  nitrogen  into 
bag. 

ut  this  kind  of  edge  isn't  obvious 
:onsumers.  "You  can't  see  the 
mology  in  a  bag  of  nuts,"  he  says, 
ou  can,  however,  see  the  manu- 
ring efficiency  reflected  in  the 
prices.  Sanfilippo  figures  he  can 
:ess  a  pound  of  peanuts  for  68  to 
cents  before  roasting,  versus  80 
:s  for  competitors  that  aren't  inte- 
ed,  like  Planters  and  Procter  & 
lble's  Fisher  Nuts.  Such  a  cost 
intage  leaves  plenty  of  room  for 
Hippo's  own  brand,  Evon's,  to 
at  a  25%  discount  to  the  national 
ids  and  still  make  money, 
rivate-  label  nuts — where  the  price 
:rential  is  even  greater  because 
e  are  fewer  advertising  costs — 
'  take  up  19%  of  the  market,  up 
i  16%  five  years  ago.  Sanfilippo 
sfits  more  than  anyone  else  from 
trend,  since  he  controls  roughly 
of  the  private-label  business,  sell- 
to  big  retailers  like  Kmart  and 
.'s  Club,  as  well  as  Safeway  and 

"In  a  lot  of  our  supermarket 
>unts  we  see  private  label  outsell- 
the  national  brand." 
isper  Sanfilippo  has  been  pretty 
d  at  financial  engineering,  too.  To 
ind  and  modernize  in  the  1980s 
lad  to  borrow  heavily.  As  recently 
?87  John  B.  Sanfilippo  &  Son  was 
ncing  $58  million  in  debt  against 
in  $5.7  million  in  equity.  But  he 
taken  advantage  of  the  hot  market 
food  company  equities  to  raise 

million  in  two  stock  offerings, 
g  much  of  the  proceeds  to  pay 
'n  debt. 

y  selling  restricted  voting  com- 
l  shares,  he  kept  firm  voting  con- 
of  the  company,  which  he  runs 
l  brother-in-law  Mathias  Valen- 
.  The  9.1  million  shares  outstand- 
have  a  market  value  of  $141  mil- 
,  of  which  the  family's  53%  is 
ed  at  $75  million, 
.n't  Jasper  Sanfilippo  nervous,  be- 
a  single-product  company  in  a 
*h  business  competing  against  di- 
ified  multibillion-dollar  corpora- 
s?  Not  so  you'd  notice.  "We  have 
',  very  large  opportunities  because 
ieing  the  low-cost  producer,"  he 
.  "We  think  we've  just  really 


Love  skiing— and  hard  work?  Here's  a  business 
for  sale  that  might  fit  your  bill. 

Seventh  Avenue 
North 


By  Nancy  Rotenier 

Most  of  the  time  Tomas  Mangold  is 
working — six  days  a  week,  up  to  12 
hours  a  day.  At  Granite  Wear,  a  West 
Canaan,  N.H.  maker  of  skiwear  and 
work  clothes,  the  Chilean- bred  entre- 
preneur is  merchandiser,  stylist,  oper- 
ations manager,  scheduler  and  con- 
tract negotiator,  and  he  sometimes 
clerks  at  the  factory  outlet  store.  His 
wife,  Gail,  works  at  the  company  part 
time,  assisting  the  designer. 


On  occasion  Mangold  ducks  out  of 
the  office  in  the  morning,  gets  in  six  or 
eight  good  ski  runs  on  Ragged  Moun- 
tain, and  is  back  at  his  desk  by  midaf- 
ternoon.  "You  can't  do  that  working 
for  someone  else,"  he  says. 

But  Mangold,  at  55,  is  tired  of  the 
rat  race.  He  has  put  the  business  up 
for  sale. 

For  a  person  with  a  flair  for  market- 
ing, the  $2  million  (1993  revenues) 


Granite  Wear's  Tomas  and  Gajl  Mangold 
Tired  of  the  rat  race. 
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garment  business  might  be 
a  good  bet.  Mangold  ad- 
mits he's  never  had  much  of 
a  fee]  for  the  selling  side.  He 
started  in  the  rag  business 
in  the  U.S.  as  a  pattern  cut- 
ter for  a  New  Hampshire - 
based  work  clothes  maker 
and  went  into  business  for 
himself  ten  years  later,  in 
1980,  w  hen  he  got  the  ax 
after  butting  heads  with  his 
boss.  "I  didn't  want  to 
move  from  the  area,  and 
there  was  no  other  compa- 
ny to  work  for.  What  else 
could  I  do  but  go  into  busi- 
ness for  myself?"  While  he 
knows  the  trade  well  and  is 
a  competent  businessman, 
his  company  could  do  with 
a  bit  more  pizzazz.  Man- 
gold's big  stab  at  raising 
Granite  Wear's  profile — 
signing  up  the  Jamaican 
bobsled  team  to  endorse  his 
skiwear  line  in  the  mid- 
Eighties — was  amusing  but 
ineffective. 

Mangold  contracts  out 
manufacturing  to  clothing 
makers  in  Minnesota, 
Oklahoma,  Tennessee  and 
Mexico.  He  relies  on  inde- 
pendent sales  reps  calling 
mostly  on  mom-and-pop 
shops,  mostly  in  New  En- 
gland, for  his  sales.  About 
60%  of  revenues  come  from 
the  Caboose  line  of  work 
clothes — painter's  pants, 
overalls  and  jackets;  the  rest 
comes  from  the  Granite  line  of  ski 
pants,  parkas  and  vests. 

Sam's  Department  Store  in  Brattle- 
boro,  Vt.  is  a  typical  customer.  Sam's 
sells  the  Caboose  line  for  20%  below 
national  brand-name  stuff  like  Car- 
hartt.  The  biggest  of  Mangold's  400 
regular  accounts  buys  just  $60,000  to 
$80,000  worth  of  Granite  skiwear  a 
year — the  kind  of  order  a  Wal-Mart 
buyer  might  give  between  sneezes. 

A  new  owner  might  profit  by  going 
after  bigger  accounts.  Mangold  says 
he  hasn't  had  the  time  or  the  energy. 
Since  neither  of  his  two  children,  both 
college  students,  has  any  interest  in 
the  business,  he's  spent  the  last  couple 
of  years  waiting  for  the  economy  to 
get  better  so  he  could  sell  out.  (Pro- 


Design  workroom  (above);  finished  clothes  (below) 
Work  clothes  and  skiwear  to  mom-and-pop  shops. 


spective  buyers  of  small  businesses, 
like  home  and  auto  buyers,  typically 
shy  away  from  making  purchases  dur- 
ing a  recession.) 

With  things  looking  up,  Mangold 
put  Granite  Wear  on  the  market  in 
September.  Here's  the  deal.  Mangold 
wants  $650,000  for  the  business,  in- 
cluding the  5,000-square-foot  office 
and  warehouse  on  5.5  acres;  the  real 
estate  was  recently  appraised  at 
$275,000.  A  buyer  will  have  to  come 
up  with  another  $300,000  or  so  for 
the  inventory,  which  is  valued  at  cost. 
In  all,  you'd  need  to  put  down 
$350,000  in  cash;  a  bank  will  proba- 
bly finance  $300,000;  Mangold  says 
he'll  take  back  the  balance  in  paper. 
But  that's  just  the  purchase  price.  For 


working  capital,  figure  oi 
line  of  credit  for  at  le: 
another  S500,000. 

Forbes  figures  Gran 
W  ear's  cash  flow  in  1SK 
before  interest,  deprec 
tion  and  taxes,  was  arou 
SI 70,000.  Net  out  the  v 
ue  of  the  inventories,  ai 
the  asking  price  is  less  th 
four  times  cash  flow. 

But  that's  not  countn 
the  perks.  For  examp 
Granite  Wear  has  thr 
company  cars,  includn 
one  for  the  Mangolds'  ch 
dren,  who  are  also  on  tl 
payroll.  The  Mangol 
spend  five  weeks  a  year  tra 
eling  to  fashion  shows 
Germany  and  Paris  and 
places  like  Costa  Ric 
Chile  and  Mexico,  lookii 
for  factories.  "Anythii 
that's  business  related, 
course,  we  can  write  off 
says  Tom  Mangold.  Wi 
these  perks  and  the  low  cc 
of  living  in  rural  N< 
Hampshire,  the  Mangol 
say  they  live  on  a  combim 
annual  salary  of  $50,000 

The  Caboose  line 
work  clothes  seldo 
changes  in  style,  but  Gra 
ite  skiwear  is  fashion -sen: 
five,  requiring  an  almc 
complete  overhaul  eve 
year.  Sales  are  loaded  in 
the  fall  selling  season,  so  tl 
pressure  at  headquartc 
tapers  off  in  winter  ai 
spring.  When  the  Mangolds  do  ta 
off,  they  leave  the  business  in  tl 
hands  of  the  designer,  the  warehou 
foreman  and  two  trusty  clerical  wor 
ers.  Those,  and  a  few  part-timers,  a 
the  only  employees. 

Sound  like  a  picnic?  Hardly.  Ru 
ning  a  small  business  seldom  is. 
buyer  looking  to  build  the  busint 
would  have  to  contend  with  the  acqi 
sition  debt  and  would  need  to  thii 
about  buying  a  factory  or  moving  co 
tract  manufacturing  abroad  to  ho 
down  costs.  Increased  sales  would  al 
put  a  strain  on  New  Hampshire  oper 
tions,  requiring  more  warehouse  spa 
and  staff,  things  Mangold  has  resiste 
"We  didn't  want  the  pressures  and  tl 
rat  race."  ■ 
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Traditionally, 
when  you  bought  something 
from  IBM,  it  came  in  a  box. 


IBM  Services 


c  1993  IBM  Co 


Now  it  comes  in  person. 

It  may  surprise  you  to  know  that  our  most  valuable  product  isn't  a  computer.  Its  a  person. 


An  expert  who  understands  your  business.  Who  has  access  to  an  astonishing  array  of  resources.  And 


who  can  act  as  a  partner  to  make  your  business  more  productive  and  more  competitive. 


At  IBM®  we  can  work  with  you  at  every  level,  from  the  CEO's  office  to  the  manufacturing  floor,  to  de 


velop  business  and  information  technology  solutions  that  address  the  challenges  facing  your  business. 


We  have  management  consultants  to  help  you  decide  what  to  do.  Systems  consultants  to  show  you 


a.  Technical  experts  to  do  the  job  for  you.  Even  an  organization  who'll  run  your  systems  for  you. 


No  other  company  has  such  a  breadth  of  experience  gained  from  decades  of  work  with  all  kinds  of 


npanies.  No  services  company  is  so  rooted  in  leading-edge  technology  such  as  client/server 


nputing.  And  no  one  offers  such  a  full  spectrum  of  help — multivendor  systems  integration,  network 


nagement,  application  development,  data  center  operations,  management  education  and  user 


ining,  disaster  recovery,  availabilitv  services  and  more. 


Wherever  you  are,  we'll  put  together  a  solution  tailored  specifically  to  your  business,  just 


we've  done  for  other  companies.  We'll  use  whatever  resources  are  needed  to  do  the  job,  including 


i-IBM  equipment  if  needed.  What's  more,  we'll  assume  whatever  level  of  responsibility  for  the 


ults  you  specify. 


For  the  Service  Center  nearest  you  and  more  information  on  how  IBM  can  help  you  build 


npetitive-edge  solutions,  call  1  800  IBM-0045,  ext.  30. 


here's  never  been  a  better  time  to  do  business  with 


VUltllllUUIIILtf 

MONEY  &  INVESTMENTS 


Out  of  the  turmoil  in  Japan,  a  strong  new  governing 
coalition  and  economic  reform  will  emerge.  In  many 
ways  Japan  stands  today  where  Britain  stood  in  1830. 

Unforgotten  ancestors 


BY  JOHN  BRIMELOW 


John  Brimelow  is  director  of  international 
equities  for  BV  Capital  Markets,  Inc.,  the 
New  York  brokerage  arm  of  Bayerische 
Vereinsbank,  Germany's  third-largest  bank. 


Japanese  Prime  Minister  Morihiro 
Hosokawa's  triumph  in  forcing  his 
election  reform  package  through  the 
Japanese  parliament's  lower  house  is  a 
momentous  event,  as  is  his  extending 
the  parliamentary  session  to  complete 
reform.  There  are  profound  implica- 
tions for  the  Japanese  stock  market. 

Foreign  observers  have  been  gener- 
ally skeptical  about  Japan's  revolution 
since  it  began  in  midsummer.  They 
were  surprised  by  the  fall  of  the  38- 
year-old  Liberal  Democratic  govern- 
ment and  have  freely  predicted  the 
paralysis  of  the  Hosokawa  coalition, 
invariably  described  as  "'fragile." 
They  misread  history. 

In  fact,  Hosokavva's  popularity  rat- 
ings are  some  of  the  highest  ever.  He 
has  strengths  that  are  peculiarly  Japa- 
nese. Hosokawa  is  descended  from 
the  Fujiwara  clan,  which  has  been 
intermarrying  with  the  Imperial  fam- 
ily since  the  7th  rentury.  In  Japan's 
static,  status-conscious  society,  this 
means  more  than  Americans  easily 
recognize.  Hosokawa's  grandfather, 
Prince  Konoye,  was  a  leader  of  die 
radical  nationalist  faction  and  was 
twice  prime  minister  before  and 
during  World  War  II  (although  he 
apparently  made  last-minute  efforts 
to  preserve  peace). 

Japan  is  not  a  pragmatic,  unideo- 


logical  English-speaking  country. 
From  the  incredible  modernization  of 
the  Meiji  Restoration,  through  Pearl 
Harbor  and  the  national  redirection 
after  1945,  it  is  clear  that  the  Japanese 
political  elite  actually  thinks  about 
national  strategy.  Sometimes  it  de- 
cides on  dramatic  course  changes. 

I  believe  such  a  course  change  is 
now  under  way.  And  the  parallels 
with  Britain's  Age  of  Reform  ( 1830- 
46)  are  astonishing.  Stop  thinking 
Japan  Inc.  and  start  thinking  early 
Victorian  Britain. 

In  1830  Britain's  Tory  govern- 
ment, which  had  ruled  Britain  for  a 
generation,  fell.  Like  the  LDP,  it  was 
a  coalition  of  factions  led  by  personal- 
ities. It  ended  similarly  in  intellectual 
exhaustion  and  disputes  over  increas- 
ingly divergent  principles.  The  Whigs 
(later  called  Liberals)  came  in  and 
instituted  far-reaching  reforms.  Many 
of  their  leaders  were  Tory  defectors — 
so  the  LDP  origins  of  Hosokawa  and 
many  of  his  colleagues  have  this 
parallel,  too. 

As  in  Japan  today,  by  1830  large 
segments  of  the  British  population 
had  been  enriched  but  not  empow- 
ered. The  Whigs  utilized  the  aspira- 
tions of  these  new  classes — just  as 
Hosokawa  can  draw  on  the  concerns 
of  the  Japanese  salaryman/consumer. 

The  Tories'  main  difficulty  was  that 
they  were  locked  into  obsolescent 
policies  that  were  dear  to  important 
but  declining  interest  groups.  These 
were  high  tariffs  on  food,  which  bene- 
fited the  landowning  class,  and  the 
Church  of  England's  legal  privileges. 

The  LDP,  similarly,  is  chained  to  the 
rice  farmers.  And  its  sensitivity  to  the 
corporate  elite  parallels  the  Tories' 
clerical  obligations. 

In  1830  the  Whigs  faced  obstacles 
similar  to  those  facing  Hosokawa's 
coalition  today.  Like  Hosokawa's  co- 
alition, the  Whigs  covered  a  wide 
political  spectrum  and  were  riven  by 


personal  rivalry.  But  their  exception- 
ally aristocratic  leadership  took  exact- 
ly the  same  tack  as  Hosokawa:  elector- 
al reform  first. 

The  early  Victorian  electoral  re- 
forms in  Britain  put  an  end  to  a  British 
parliament  that  magnified  the  power 
of  the  Tory  landowners.  By  champi- 
oning the  new  urban  middle  classes 
the  Whigs  gained  power  and  exer- 
cised it  for  almost  two  generations.  A 
great  wave  of  reform  followed. 

History  doesn't  repeat  exactly,  but 
the  parallels  between  Japan  of  the 
1990s  and  Britain  of  the  1830s  are 
too  close  to  ignore.  Just  as  the  Whig 
victory  put  a  new  group  in  the  driver's 
seat  and  led  to  growth  and  prosperity 
for  Britain,  so,  I  think,  will  Ho- 
sokawa's ascendancy  do  for  Japan. 
Once  he  solidifies  his  position,  the 
way  will  be  clear  for  decisive  action  on 
the  economy  and  the  restoration  ol 
prosperity. 

The  new  Japan  might  well  be  a  lot 
more  aggressive  politically  than  the 
old  one.  Prince  Konoye,  Hosokawa's 
grandfather,  committed  suicide  rath- 
er than  be  pilloried  at  an  American 
War  Crimes  Trial.  That  his  grandson 
will  be  as  amenable  to  U.S.  wishes  as 
other  postwar  premiers  is  dubious. 

What  does  all  this  mean  for  inves- 
tors? The  Tokyo  market  is  trying  to 
make  a  bottom,  although  picking  the 
exact  end  of  so  powerful  a  bear  market 
is  dangerous.  Despite  these  risks,  pur- 
chases on  a  long  view  of  consumer 
stocks  like  Aoki  International, 
Aoyama  Trading  and  the  Japan  Over 
the  Counter  Fund  should  be  reward- 
ing. As  an  alternative  strategy  you  can 
bet  on  a  Japanese  recovery  by  buying 
stocks  involved  in  stainless  steel — 
Japan  is  a  huge  user.  Inco  is  one  such, 
Australia's  Western  Mining  and 
South  Africa's  Samancor  are  others. 
Japan  is  a  big  buyer  of  platinum — 
consider  South  Africa's  Rustenburg 
and  Impala.  BP 
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MARKETING 

EDITED  BY  JOSHUA  LEVIHE 


j  wouldn't  eat  what  horses  eat,  but  more  and  more 
)ple  are  using  the  same  grooming  aids  that  keep  the 
jine  creatures  sleek  and  strong-hoofed. 

lorse  sense 
ormula 

L  Lee  Sullivan 


[ES,  do  you  want  nails  as  strong  as 
es'  hooves?  Hair  as  luxuriant  as  a 
roughbrecTs  mane?  Roger  Duna- 
is  your  man.  In  1988  Dunavant 

over  Bethlehem,  Pa. -based 
ght  Arrow  Inc.,  a  tiny  maker  of 
e  care  products.  Dunavant  paid 
ition  when  he  heard  grooms  talk- 
bout  how  using  Straight  Arrow's 
:  strengthener  made  their  own 

grow  stronger.  And  how 
ght  Arrow's  horse  shampoo, 
e  'n  Tail,  made  their  hair  softer 
fuller- bodied. 

orse  cosmetics  have  had  sort  of  an 
:rground   following  for  years, 
nen,  for  example,  have  been  us- 
Long    Island-based  Barielle's 


hoof-strengthener  on  their  nails  since 
the  Sixties.  The  stuff — which  still  has  a 
horse  on  its  label — goes  for  $14  a  jar 
at  upscale  retailers  like  Neiman  Mar- 
cus and  Saks  Fifth  Avenue. 

Dunavant  knew  a  marketing  idea 
when  he  saw  one.  He  has  started 
selling  products,  hitherto  only  avail- 
able in  feed  and  pet  stores,  in  beauty 
salons,  supermarkets  and  drugstores. 
Last  year  Straight  Arrow's  sales  hit 
$30  million — two-thirds  of  it,  says 
Dunavant,  for  human  use.  That's  up 
from  just  $500,000,  all  equine,  when 
he  took  over  five  years  ago. 

Feed  store  owners  are  amazed  at 
the  new  customer  base.  Marlene 
Marx,  a  buyer  for  Quality  Farm  and 


Fleet,  a  75 -store  chain  in  the  Mid- 
west, says  she  can't  keep  enough 
Straight  Arrow  in  stock.  In  fact,  Marx 
and  her  whole  family  shampoo  with 
the  stuff,  though  she  adds,  "We  do 
use  it  on  the  horses." 

Now  Dunavant,  41,  has  introduced 
products  aimed  solely  at  the  people 
market.  He  is  repackaging  Straight 
Arrow's  formula,  which  contains  veg- 
etable protein,  into  two  new  lines: 
Conceived  by  Nature,  which  will  re- 
tail in  drugstores  and  supermarkets 
like  Walgreens  and  Albertson's;  and 
Equenne,  which  will  retail  in  mass 
merchants  like  Wal-Mart,  Kmart  and 
Target.  The  new  lines  will  sell  at  the 
same  price  as  the  horse  line— about 
$8  a  bottle.  That's  a  bargain  com- 
pared with  salon  brands  like  Nexxus 
or  Paul  Mitchell,  which  can  go  for 
$20  a  bottle. 

The  packaging  is  going  upmarket, 
too.  Equenne,  for  instance,  will  come 
in  sleek  black  bottles  picturing  Lady 
Godiva,  unlike  the  utilitarian  jugs  of 
Mane  'n  Tail.  And  Dunavant  plans  a 
$2  million  television,  radio  and  print 
campaign  to  support  both  rollouts  in 
March.  In  the  ads,  a  horse  tells  its 
rider,  "I'm  glad  you  finally  got  your 
own  shampoo." 

Anticipating  that  Straight  Arrow's 
new  lines  will  double  revenues  in 
1994,  Dunavant  has  invested  $2  mil- 
lion to  expand  production  facilities. 

Dunavant's  success  has  not  gone 
unnoticed.  Legendary  hair-care  en- 
trepreneur Jheri  Redding  recently  in- 
troduced a  competing  Rio  Vista  line 
of  equine  products  that  people  are 
using  as  well. 

Patrick  Albert,  Rio  Vista's  national 
sales  manager,  attributes  80%  of  Rio 
Vista's  sales  to  human  use;  the  compa- 
ny has  doubled  its  staff  in  the  past  year 
just  to  keep  up  with  demand.  He 
thinks  sales  will  reach  $10  million  this 
year.  But  customers  will  still  have  to 
go  to  the  feedlot  to  buy  it — which 
Albert  hopes  will  give  the  brand  a 
more  exclusive  appeal. 

Will  it  sell?  "I've  got  two  bottles  of 
Mane  'n  Tail  in  my  bathroom,"  con- 
fesses lane  Harwood,  an  account  ex- 
ecutive with  a  Houston  advertising 
agency.  A  former  rodeo  rider,  Har- 
wood believes  the  shampoo  makes 
her  waist-length  brown  hair  "softer, 
thicker,  shinier,  and  so  much  easier  to 
brush."  JW 
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Home  brewing  a  multimedia  CD-ROM  is  not 
for  the  fainthearted,  but  it  can  be  done. 


Lights!  Camera! 
Manual! 


By  David  C.  Churbuck 

Do  you  WANT  to  pack  a  little  more 
sizzle  into  your  company's  sales  pre- 
sentations? Or  employee  training  pro- 
grams? Try  cutting  your  own  multi- 
media compact  disk.  Your  patience 
and  pocketbook  may  never  be  the 
same,  but  with  any  luck  you  will  wind 
up  with  something  easier  to  look  at, 
and  much  easier  to  carry  around,  than 
the  usual  stack  of  paper  flip  charts  and 
carousel  of  35mm  slides. 

Most  companies  planning  their 
own  compact  disk  presentations  right 
now  are  probably  using  outside  au- 
diovisual designers  to  do  the  work. 
But,  just  as  desktop  publishing 
brought  many  a  brochure  and  catalog 
design  project  in- house,  so  too  will 
the  production  of  interactive  media 
come  home  as  the  equipment  be- 
comes more  accessible. 

To  try  out  the  systems,  a  Forbes 
reporter  created  a  crude  presentation 
out  of  some  videotapes,  charts,  text 
and  slides,  using  off-the-shelf  hard- 
ware and  software.  Verdict:  The  stuff 
works,  and  you  don't  have  to  be  an 
accomplished  hacker  to  use  it.  You 
can  set  up  a  basic  studio  for  $12,000 
or  so,  including  software.  But  be  pre- 
pared to  invest  a  huge  amount  of 
labor,  too. 

What  do  you  need  to  get  started? 

First  of  all,  a  very  fast  PC.  A  machine 
containing  the  Intel  Pentium  chip 
would  be  best,  but  a  486  will  suffice. 
The  machine  should,  of  course,  be 
equipped  with  a  CD-ROM  player. 

Load  that  computer  with  random 
access  memory,  at  least  8  megabytes. 
Serious  multimedia  authors  say  16 
megabytes  is  worth  the  investment.  A 
basic  $3,000  Pentium  box  comes 
with  8  megs.  At  the  going  rate  of  $40 
a  megabyte  you  would  need  to  spend 


only  another  $320  to  bring  the  com- 
puter up  to  snuff. 

Now  order  the  biggest,  fastest  hard 
disk  you  can  find.  Remember  that 
optical  CD-ROMs  are  themselves  huge 
disks,  which  differ  from  the  fixed  hard 
disk  that  comes  with  any  computer 
principally  in  being  recordable  only 
once.  The  point  of  owning  a  big  hard 
disk  is  to  give  yourself  a  working  area 
on  which  to  create,  edit  and  update 
the  data  that  will  go  onto  the  CD  ROM. 
At  the  end  of  your  creative  process, 
you  will  lift  the  data  off  the  hard  disk 
and  burn  it  onto  a  CD  ROM  master. 

How  big  is  big?  A  CD-ROM  contains 
680  megabytes  of  space  for  data,  and 
if  you  intend  to  fill  it,  your  hard  drive 
should  be  considerably  bigger.  After 
all,  it  will  have  to  store  copies  of  much 
of  your  source  material,  plus  the  CD- 
ROM  presentation  in  progress,  plus  all 
your  software.  We  used  a  Pinnacle 
Micro  Sierra,  an  external  magneto- 
optical  drive  with  removable  1.2- 
gigabyte  platters  and  an  average  seek 
time  of  19  milliseconds.  Price: 
$3,195.  You  can  get  faster,  purely 
magnetic  hard  drives  for  less  money, 
but  they  don't  have  removable  disks. 

Next,  you  will  need  a  24-bit  color 
scanner  that  converts  glossy  pictures 
into  digital  data — plus  an  adapter  if 
you  want  to  be  able  to  handle  slides. 
They  run  $1,300  to  $3,000  each  from 
such  vendors  as  Mustec  and  Hewlett- 
Packard. 

Next,  a  good  16-bit  sound  card 
with  microphone,  $220  to  $300  from 
Microsoft  and  Creative  Labs.  With 
that  device,  you  can  add  either  a 
voiceover  or  audio  copied  from  a  tape 
or  audio  CD  player. 

Next,  buy  a  camcorder  and  video- 
cassette  recorder  of  the  sort  used  to 


5"  x  7"  color  photo 


Crisp5 

151.2  megabytes 

Muddy' 


Data  hogs 

Question:  How  much  space 

does  multimedia  consume? 

Answer:  How  much 

can  you  afford? 

With  only  680  megabytes 

available  on  a  CD-ROM, 

authors  have  to  make  compromises 

between  quality  and  quantity. 


make  and  plav  home  movies  (mavb< 
$1,000).  To  feed  data  from  the  vci 
into  the  computer  you  need  a  videc 
capture  board  (Intel's  Smart  Vide( 
Recorder  is  $550). 

Finally,  to  burn  your  master  disk,  i 
would  be  nice  to  have  a  machine  tha 
can  create  CD- ROMs  from  blank  disks 
Nice,  but  not  strictly  necessary.  Ifyoi 
own  the  Pinnacle  Sierra,  you  couk 
take  the  platter  off  that  and  walk  it  to ; 
CD-ROM  duplication  service  (assum 
ing  that  firm  has  a  Sierra  drive  on  th( 
premises).  With  your  own  CD  maker 
however,  you  can  crank  out  a  sample 
disk  just  like  the  ones  you  will  be 
handing  to  customers  and  test  drive  it 
Inevitably,  fine-tuning  will  be  need 
ed,  and  you  may  have  to  repeat  these 
dress  rehearsals  several  times,  using  < 
new  $30  CD  blank  each  time.  Pinnacle 
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ite  of  sound 


One  minute  of  video1 


Raw 

116.6  megabytes 

Compressed4 
9  megabytes 


'Mono;  sound  wave  sampled  1 1 ,000  times  per  second  with  8  bits  of  precision 
at  each  sample  point.  2Stereo;  sampled  44,000  times  per  second  with  16 
bits  at  each  sample  point.  3At  15  frames  per  second,  240  pixels  by  180 
pixels.  "Using  Intel's  Indeo  2  algorithm.  524  bits  of  color  data  per  pixel; 
1,200  pixels  per  inch.  6Same  bits  per  pixel,  but  only  100  pixels  per  inch. 


shopping  list  for 
ultimedia  production 

Price  range* 

tium  PC  with  at  least  16  megabytes  of  RAM  $3,400 

i  disk  with  at  least  1  gigabyte 

1,500  2,500 

)it  sound  board  with  microphone 

220  300 

jlayer 

250  800 

ecorder 

4,000 

)it  color  scanner 

1,300  3,000 

o  capture  board 

550  700 

mring  software                                                500  700 

nation  software                                             200  6,000 

corder                                                        500  1,000 

200  1,000 

rial 

12,620  24,050 

ige  of  actual  and  suggested  retail  prices. 

a  CD-ROM  maker  called  the  RCD 
14,195. 

ow,  software.  To  script  the  proj- 
situate  the  pictures,  video  and 
ids,  and  stitch  the  whole  into  a 
lat  known  as  hypertext,  we  used 
■osoft  Viewer  2.0  ($495).  It's  not 
isy  to  learn  as  a  word  processor, 
the  investment  of  several  days  to 
ased  to  the  product  is  a  worth 
e  one.  Microsoft  itself  uses  View- 
<  produce  its  own  spiffy  multime- 
tities  like  the  Bookshelf  desktop 


Assembling  a 
multimedia 
authoring 
system  for 
around  $12,000 
is  possible,  but 
more  ambitious 
projects  are 
usually 
produced  on 
expensive 
graphics 
workstations. 


reference  and  the  Cinemania  movie 
guide.  We  also  used  Asymmetrix's 
Compel  ($295)  to  organize  a  se- 
quence of  slides.  But  it's  the  Micro- 
soft product  that  makes  your  presen- 
tation interactive,  allowing  your  view- 
ers to  hop  from  topic  to  topic  using 
menus  and  hot  buttons.  We  used 
Autodesk's  Animator  Pro  ($795)  to 
move  pieces  of  a  pie  chart  across  the 
screen.  It  can  do  far  more,  but  we 
found  this  program  the  most  mentally 
taxing  part  of  the  entire  project. 


Now  for  hints  on  the  creative  pro- 
cess. Don't  do  anything  before  trying 
out  several  commercial  CD-ROMs  to 
get  ideas.  But  accept  the  fact  that  your 
multimedia  brochure  will  look  ama- 
teurish in  comparison;  the  real  things 
can  cost  hundreds  of  thousands  of 
dollars  to  produce,  says  Ken  Loss- 
Cutler,  partner  at  D  Animation  in 
Dallas. 

The  first  stage  of  the  project  is  to 
sketch  out  a  storyboard,  paying  par- 
ticular attention  to  the  directions  in 
which  it  will  branch.  Put  yourself  in 
the  shoes  of  a  user.  Where  will  the  user 
want  to  stop  the  show  and  delve 
deeper?  Where  will  he  want  to  sit  back 
and  let  the  program  lead  him? 

Next  comes  data  preparation,  the 
most  time  consuming  and  frustrating 
part  of  the  process.  Beware  of 
copyrights. 

Text  capture  is  as  simple  as  copying 
existing  computer  files  or  scanning  in 
pages  with  character  recognition  soft- 
ware. But  scanning  in  a  single  photo 
can  take  a  few  minutes,  so  be  selective. 

Take  heed:  While  a  picture  is  worth 
a  thousand  words,  the  digital  equiva- 
lent is  more  like  a  million  (see  chart, 
above).  One  minute  of  untreated  vid- 
eo captured  at  a  rate  of  1 5  frames  per 
second  (half  of  television  speed) 
would  gobble  up  117  megabytes,  a 
sixth  of  the  space  on  your  CD.  The 
compression  feature  that  comes  with 
the  Intel  video  board  can  shrink  a 
video  file  down  by  a  factor  of  ten. 
Even  so,  you  should  reserve  video  for 
something  special,  say,  a  brief  intro- 
duction from  the  chairman. 

Sound  files  can  also  consume  a 
large  amount  of  disk  space.  For  narra- 
tion, sample  the  sound  files  at  a  slow 
11  kilohertz  (the  audio  equivalent  of 
15  frame-per-second  movies)  and 
stay  away  from  stereo.  Use  high-fidel- 
ity capture  only  for  music. 

After  editing  and  debugging  the 
presentation,  you  have  to  "compile" 
it,  which  means  organizing  the  data 
into  a  cohesive  digital  package  that 
can  be  played  back  with  minimal 
pauses  as  the  user's  computer  hunts 
for  critical  files.  Microsoft  Viewer 
automates  this  process  of  optimizing 
the  data  format.  Have  the  finished  CD 
master  duplicated  professionally; 
cost,  about  $900  for  the  first  disk  and 
little  more  than  a  dollar  each  for 
subsequent  copies.  HI 
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The  old  IBM  could  afford  to  throw  money  at  ivory  tower 
pursuits  like  a  chess  computer. to  beat  Gary  Kasparov, 
the  new  IBM  have  second  thoughts? 


Deep  pockets? 


By  Philip  E.  Ross 

About  a  year  from  now,  ibm  scien- 
tists will  yoke  together  the  1,000 
dime-size  chips  of  Deep  Blue,  a  com- 
puter that  does  one  thing  and  does  it 
well:  play  chess.  So  well  that  its  han- 
dlers predict  it  will  defeat  Gary  Kas- 
parov, the  best  player  in  the  world 
today,  and  possibly  in  history. 

Constructing  a  machine  that  can 
beat  any  chess  player  is  one  of  the 
oldest  challenges  in  artificial  intelli- 
gence. But  can  IBM  still  afford  such 
prestige  projects?  It's  a  question  that 
Chairman  Louis  Gerstner  will  have  to 
ponder  as  he  redefines  the  mission  of 
his  company's  three  famed  laborato- 
ries, in  Yorktown  Heights,  N.Y.,  San 
Jose,  Calif,  and  Zurich. 

Just  seven  years  ago  the  Zurich  lab 
made  a  discovery  in  superconductivity 
that  earned  two  IBM  scientists  a  Nobel 
prize.  But  nowadays  Gerstner  is  more 
preoccupied  with  cash  flow  than  No- 
bels  and  beating  Kasparov. 

The  once -sacred  research  budget 
was  down  to  $500  million  in  1993 
from  its  $600  million  peak.  Staffing  is 
off  by  about  a  fifth,  to  2,600,  with  the 
big  hits  coming  in  subjects  not  direct- 
ly related  to  computer  technology. 
Among  the  departing  stars  are  Mat- 
thew PA.  Fisher,  a  physicist  now  at 
the  University  of  California  at  Santa 
Barbara,  and  Jerry  M.  Woodall,  a 
materials  scientist  now  at  Purdue 


University. 

IBM  had  no  need  for  apologies  in 
1989,  when  it  hired  the  inventors  of 
Deep  Blue's  predecessor  machine, 
Deep  Thought,  fresh  from  their  doc- 
toral programs  at  Carnegie-Mellon 
University.  Claude  Shannon,  Bell 
Labs'  pioneer  of  information  theory, 
had  argued  in  1949  that  chess  posed 
the  ideal  research  problem  for  ma- 
chine intelligence  because  its  rules 
were  well  defined  and  its  solution 
neither  too  easy  nor  too  hard.  IBM 
could  hope  that  by  tackling  such  a 
problem,  scientists  could  discover 
useful  techniques. 

Before  joining  IBM,  Feng-hsiung 
Hsu,  the  lead  designer  of  Deep  Blue, 
had  earlier,  with  a  shoestring  grad 
school  budget,  created  a  single -pur- 
pose computer  that  could  best  con- 
ventional programs  running  on  the 
fastest  general-purpose  hardware. 
Hsu's  circuits  are  considerably  faster 
now.  "'That  is  30  times  faster  than  any 
Cray  supercomputer,"  says  Hsu,  ges- 
turing at  a  box  of  circuit  boards  at 
IBM's  Yorktown  Heights  lab.  The  box 
contains  2,000  component  chips,  all 
shortly  to  be  crammed  into  a  single 
chip  that  will  likely  be  fabricated  by  an 
outside  supplier. 

A  prototype  showed  its  strength  in 
an  upset  victory  last  August  over  Judit 
Polgar,  the  youngest  grandmaster  in 


history  and  now  the  strongest  female 
player  in  the  world. 

One  potential  payoff  from  Deep 
Blue  is  better  understanding  of  the 
effects  of  scaling  up  microprocessor 
chips  by  linking  them  in  parallel.  IBM| 
is  developing  massively  parallel  super- 
computers for  the  commercial  mar- 
ket, but  there's  a  world  of  difference  i 
between  a  supercomputer  that  can 
only  play  chess  and  a  supercomputer 
that  can  be  turned  loose  on  any  busi- 
ness or  engineering  problem. 

Once  they  have  created  a  moder 
ately  strong  chess  player  on  a  single 
chip,  Hsu  and  his  fellow  designers  aim 
to  create  a  blazingly  strong  player  by 
tying  many  of  these  chips  together. 
They  calculate  that  each  tenfold  in- 
crease in  the  number  of  processors 
should  bring  on  average  a  sixfold 
increase  in  processing  power,  enough 
to  analyze  an  extra  half- move  ahead. 

The  thousand-chip  version  of  Deep 
Blue  should  therefore  look  ahead  14 
half-moves,  versus  the  prototype's 
11.  In  the  past,  each  additional  half- 
move  has  yielded  about  200  rating 
points — the  difference  between  the 
top  U.S.  players  and  Kasparov — but  it 
seems  the  marginal  return  diminishes 
at  higher  levels.  But  even  if  it  fell  to 
100  points,  that  would  suffice  to  raise 
Deep  Blue  from  its  current  interna- 
tional rating  of  around  2,600  to 
2,900,  presumably  enough  to  beat 
Kasparov's  2,800. 

Apart  from  the  boost  to  IBM's 
wounded  morale,  a  victory  over  Kas- 
parov could  bring  $1  million  from  the 
winner's  share  of  the  purse,  enough 
for  IBM  to  recoup  perhaps  half  the 
money  it  has  sunk  into  the  chess 
supercomputer. 

And  then  what?  Would  Hsu  and  his 
associates  have  to  go  back  to  acade- 
mia?  That's  a  distinct  risk,  although 
there's  another  possibility.  IBM  could 
do  a  very  un-lBM-like  thing:  go  into 
the  game  business  to  finance  its  re- 
searchers, selling  a  special-purpose 
computer  based  on  the  Deep  Blue 
chip  that  would  act  as  a  chess  trainer. 

There  are  competing  products  on 
the  market.  Anyone  with  a  personal 
computer  and  $130  can  buy  a  pro- 
gram called  Socrates,  a  version  of 
which  recently  made  an  even  score 
against  grandmasters  in  the  Harvard 
Cup  in  Boston.  Socrates,  though,  will 
probably  never  beat  Kasparov.  M 
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Planned 
obsolescence 


iOMMENTARY  BY  ANDREW  J.  KESSLER 


Jrew  J.  Kessler  is  a  managing  director  at 
:erberg  Harris,  an  investment  banking  firm  in 
i  Francisco;  his  MCI  mail  address  is  akessler. 


HERE  MONEY  IS  NO  OBJECT,  it's  easy 

know  when  to  trade  in  your  old 
rsonal  computer  for  a  newer  model: 
soon  as  the  newer  one  comes  out. 
ill  this  style  of  capital  budgeting 
;posatech.  If  you're  in  this  crowd, 
u  have  already  tossed  the  486  com- 
ter  you  bought  a  year  and  a  half  ago 
favor  of  a  Pentium  machine.  You'll 

discarding  that  one  soon  enough, 
rhaps  in  a  year.  Product  cycles  are 
tting  shorter. 

Not  many  of  us,  whether  as  corpo- 
e  managers  or  as  home  computer 
mers,  have  such  deep  pockets.  For 
,  the  timing  of  an  upgrade  is  fraught 
th  neurotic  indecision.  Hold  off 
er  the  announcement  of  the  next 
neration  of  PCs  and  you  can  watch 
:  prices  fall.  By  the  time  of  the 
:ceeding  model,  the  previous  one 
sts  only  a  half  to  a  third  of  what  it 
ce  did.  What  a  bargain! 
"Hey,  I'll  just  wait  for  the  new  ones 
get  cheaper,"  you  tell  yourself, 
ley,  I'll  just  wait.  ..."  You  can  wait 
'ever,  and  pass  up  a  lot  of  benefits  in 
:  meantime — and  retire  clutching 
ur  Underwood  typewriter. 
Here's  how  not  to  get  stuck  in  that 
t — and  also  how  not  to  overspend. 
"St,  assume  that  the  depreciable  life 
technology  products  is  three  years, 
you  use  something  with  a  high 
:ctronic  content  for  more  than 
ree  years,  okay,  you  beat  the  sys- 


tem. But  don't  bank  on  it,  and  don't 
let  your  finance  department  bank  on 
it.  Buy  what  you  need,  use  it  as  much 
as  possible,  and  then  throw  it  away 
guilt- free. 

Second,  pay  attention  to  the  shape 
of  the  price  curve.  Immediately  after 
the  introduction  of  a  new  machine, 
some  key  component  (a  micro- 
processor chip  or  a  flat  screen  or 
whatever)  is  in  short  supply  and 
prices  are  artificially  high.  They  soon 
start  dropping — slowly,  in  10%  dec- 
rements. Then,  about  18  months 
after  introduction,  there's  a  fall  line, 
and  prices  collapse  overnight.  Cause: 
economies  of  scale  in  manufacturing 
and  cutthroat  competition  from 
doners.  The  cloning  in  question  re- 
lates first  to  the  box  (Gateway  versus 
IBM)  and  eventually  to  what's  inside 
(AMD  versus  Intel). 

Prices  of  PCs  based  on  the  Pentium 
have  dropped  40%  since  the  chip  was 
introduced  last  May,  with  half  of  that 
drop  occurring  in  October  alone. 
This  puts  quite  a  bit  of  pressure  on  the 
older,  486-based  models,  making 
them  look  pretty  attractive  to  just 
about  anybody.  Pentium  prices  have  a 
lot  further  to  fall.  By  March  I  expect 
Pentium  machines  to  be  cheaper  than 
486s  are  now. 

There  are  two  prudent  buying 
points  for  technology  products:  ei- 
ther shortly  after  introduction, 
which  means  that  you  pay  a  premium 
but  get  in  a  full  three  years  of  use 
before  they  should  be  discarded,  or 
right  after  the  sharp  fall,  so  you  get  in 
only  18  months  of  use  but  wind  up 
paying  a  third  of  the  original  price. 
Buying  a  Pentium  PC  later  this  year 
with  a  moderately  large  hard  drive 
and  8  megabytes  of  random  access 
memory,  you  will  probably  shell  out 
$2,000,  excluding  monitor,  about  a 
third  of  what  a  similar  machine  cost 
when  first  introduced.  So  what  if  it 
will  be  scrap  metal  by  1996?  (It  will 
be  running,  but  it  won't  run  the 


1996  software  you  will  want.) 

If  all  this  sounds  too  unscientific, 
try  doing  a  net  present  value  calcula- 
tion. You  can  also  use  this  method  to 
decide  whether  you  need  a  second 
piece  of  equipment — say,  a  notebook. 
Don't  be  too  precise  about  it. 

Estimate  how  many  hours  a  week 
you're  really  going  to  use  the  thing, 
then  multiply  by  its  150- week  life- 
span. Now  multiply  by  your  billing 
rate  ($5  for  students,  $50  for  middle 
managers,  $200  for  tort  lawyers). 
Now  multiply  that  gross  cost  number 
by  some  hazy  productivity  measure.  I 
happen  to  like  1 0%,  meaning  that  I  am 
10%  more  productive  by  being  able  to 
use  a  notebook  on  a  plane. 

Since  we  are  assuming  that  the  life 
of  the  notebook  is  three  years,  we 
don't  really  need  to  use  a  discount 
rate.  So  just  take  the  productivity  gain 
times  the  value  of  your  labor  while  the 
machine  is  on.  For  a  middle  manager 
typing  an  hour  a  day  with  a  modest 
productivity  improvement,  a  note- 
book should  be  worth  $3,750. 

The  point  of  this  exercise  is  not  to 
come  up  with  a  magic  formula.  Let's 
face  it,  any  productivity  number  is 
going  to  be  as  fudged  as  an  ice  cream 
sundae.  The  point  is  merely  that  elec- 
tronic gadgets  don't  have  to  be  in  the 
hands  of  full-time  computer  hacks  to 
pay  for  themselves. 

And  that,  I  submit,  means  that  the 
PC  industry  has  many  more  years  of 
profits  ahead  of  it,  even  if  prices  are 
crashing  all  the  time,  even,  indeed,  if 
prices  are  beginning  to  crash  more 
quickly  into  the  product  cycle.  By  the 
time  the  Pentium  box  price  collapse 
has  had  a  good  run,  say  by  March  of 
this  year,  you  will  see  a  burst  of  de- 
mand for  high-end  PCs.  Pentium  price 
cuts  will  bring  down  prices  of  the 
older  486DX-66  machines  to  $1,500 
or  less,  drawing  sales  from  cheap- 
skates who  have  been  waiting. 

All  this  will  spell  good  earnings 
potential  for  Intel  and  Compaq  and 
even  some  of  the  doners  that  every- 
one hates,  such  as  Dell  and  AST.  Mi- 
crosoft will  have  a  new  crop  of  PC 
owners  to  sell  its  Chicago  operating 
system  to,  beginning  this  fall.  Other 
software  sellers  that  will  benefit  in- 
clude Autodesk  ( design  tools ) ,  Adobe 
(desktop  publishing),  Intuit  (con- 
sumer software)  and  Borland  (appli- 
cation software).  Own 'em  all.  Hi 


rbes  ■  January  17,  1994 


95 


I-NEC-VERSA  (Or,  for  details  via  FastFacts".  1-800-366-0476.  #83772.) 


Versa 


You  are  an 

unfinished  book. 

Our  new  Versa  notebook  is 

A  work  in 
flexible  enough  to  help  you 

progress.  A 
with  all  the  pages  of  your 

growing  stack  of 
life.  It's  a  canvas  with  a  key- 
unbound  pages; 
board.  A  power  tool  with  a 

the  story  of  all 
trackball  It's  perfect  for  shar- 

you  are,  and  will 
mg  ideas  with  people  right 

be.  There  are 
in  front  of  you  or,  using  its 

pages  devoted 
advanced  communications 

to  the  things 
capabilities,  a  continent 

you  have  to  do: 
away.  The  artistry  of  its  new. 

Edit  your  report, 
brighter,  active-matrix  color 

Work  on  your 
screen  could  well  inspire  you 

presentation, 
to  some  artistry  of  your  own. 

There  are  other 
While  its  unique,  color 

pages  full  of  the 
TouchPen'"  capability  invites 

things  you  like  to 
precise  annotating,  or 

do:  Music.  Art. 
impassioned  finger-painting. 

Travel.  But  most 
(For  up  to  10  hours  on  a 

are  full  of  ideas 
single  charge  )  Named 

that  you'd  like 
"Best  of  1993"  by  PC  Mag- 
to  share  with 
azine,"  Versa  can  be  a  note- 

the  world.  That 
book,  a  desktop,  or  a  tablet. 

you've  got  to 
Above  all,  its  modular 

share  with  the 
design  lets  it  expand  for 

world.  You  are 
changing  needs  and  new 

an  unfinished 
technologies  Because  in 

book.  And  the 
technology  as  in  life,  there's 

best  part  of  the 
a  new  page  written  every  day. 

story  is,  you'll 

never  be  done. 


INSIGHTS 

SCIENCE  &  TECHNOLOGY 


Anew 

Maginot 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  an  editor  of  Phantom 
Risk:  Scientific  Inference  and 
The  Law  (MIT  Press,  1993). 


Promoting  a  culture  of  informa- 
tion is  simple:  Just  boost  the  wares  of 
Motorola,  Microsoft  and  Corning, 
Andrew  Grove,  Bill  Gates,  and  au- 
thentic Americans  like  Philippe  Kahn. 
Preserving  cultural  integrity  is  equally 
simple:  Outlaw  all  of  the  above.  The 
only  way  to  police  the  flow  of  soft 
things  like  money  and  entertainment 
in  the  information  age  is  not  to  join  it. 
Albania  has  cultural  integrity.  So  does 
North  Korea.  If  one  is  to  judge  by  the 
positions  it  took  in  gatt,  the  French 
government  aspires  to  join  the  club. 

Don't  be  too  hard  on  the  French, 
however:  They  are  not  alone.  Canada 
tried  for  a  time  to  outlaw  home  satel- 
lite dishes,  to  protect  its  citizenry 
against  vile  U.S.  television.  Central 
bankers  all  across  Europe  have  lost 
billions  of  francs,  pounds  and  lire 
because  they  refused  to  believe  that 
the  global  wiring  of  financial  markets 
had  made  the  market  far  more  power- 
ful than  any  one  central  banker.  Gov- 
ernments around  the  world  still  be- 
lieve they  can  maintain  control  over 
national  currencies  and  cultures  and 
also  embrace  the  telecommunications 
revolution.  They  can't. 

Perhaps  because  they  are  so  very 
proud  of  their  culture,  and  so  very 
vocal  about  promoting  informcitique 
too,  the  French  are  particularly  torn 


Line 


by  this  dilemma.  The  land  that  gave 
the  world  more  than  400  different 
cheeses  understandably  feels  it  has 
something  to  protect  from  the  land  of 
Kraft  Singles.  That  something,  France 
has  decided,  is  information.  France 
will  free  up  trade  in  pig  iron  and 
bicycles.  But  it  draws  the  line  at  pho- 
tons and  bytes.  It's  the  Maginot  line 
all  over  again.  And  as  happened  with 
Maginot,  invaders  will  flank  it. 

Any  French  citizen  who  cares  to  can 
already  trade  stocks,  pay  bills,  and 
move  cash  to,  from  and  among  Ameri- 
can institutions  at  will.  A  copy  of 
Quicken  and  a  subscription  to  Check- 
Free  will  let  a  Parisian  maintain  a  U.S. 
bank  account  and  move  money  around 
freely,  by  wire  or  paper  check.  An  on- 
line transaction  may  be  initiated  on  a 
personal  computer  in  Paris,  processed 
by  a  Prodigy  computer  in  New  York 
City  and  passed  on  to  an  electronic 
clearing  house  in  Zurich.  So  far  as  the 
machines  are  concerned,  it  doesn't 
make  a  speck  of  difference  whether 
you're  in  Burbank  or  Burgundy. 

Entertainment  is  becoming  as  mo- 
bile as  money.  In  the  1950s  Holly- 
wood moguls  established  a  French- 
like hegemony  of  their  own  by  mo- 
nopolizing U.S.  movie  theaters. 
Antitrust  litigators  forced  a  divesti- 
ture. Hollywood  has  since  reinvest- 
ed in  theaters,  but  today's  antitrust 
police  just  yawn,  because  theaters 
now  account  for  barely  20%  of  movie 
revenues.  Television  deals  generate 
just  under  40%.  The  biggest  single 
earner  is  tapes  for  videocassette  re- 
corders, those  pernicious  Japanese 
gadgets  that  Hollywood  worked  so 
hard  to  kill  a  decade  ago.  The  VCR,  it 
turned  out,  was  a  superhighway  in  a 
box — just  what  Hollywood  needed 
to  double  its  profits.  More  recently,  a 
Beatles  movie  was  transmitted  in 
highly  compressed  form  over  the 
Internet.  Within  a  few  years  it  will  be 
as  easy  to  download  compressed 


movies  by  telephone  as  it  is  to  unloac 
the  family  fortune. 

The  message  to  governments  i 
simple:  You  can  be  info-marie  or  yoi 
can  be  insular,  but  you  can't  be  both 
The  whole  point  of  telecommunica 
tions  technology  is  that  it  transcend 
geography.  "Tele,"  as  students  o 
Greek  culture  will  recognize,  mean 
"far."  If  the  European  community  i 
to  signify  anything  at  all,  telecom 
munications  will  be  opened  up  acros 
the  continent.  American  culture  wil 
then  pour  in  through  whatever  elec 
tronic  gateways  can  be  found.  If  ; 
landing  is  not  possible  in  Normandy 
then  the  electronically  soft  underbell; 
will  be  found  in  Salerno,  or  the  inva 
sion  will  be  by  air  through  Holland 
We'll  be  invaded  too,  by  bytes  moving 
in  the  other  direction.  It  just  won' 
upset  us  so  much. 

The  machine-impelled  decline  o 
sovereignty  (to  borrow  the  title  o 
Walter  Wriston's  recent  book),  th< 
triumph  of  telephones  and  comput 
ers  over  central  bankers  and  minister 
of  culture,  is  accelerating  every 
where.  Nobody  has  any  clear  ide; 
what  will  be  the  dominant  distribu 
tion  medium  for  entertainment  o 
wealth  at  the  end  of  the  decade.  Yoi 
can  be  pretty  sure,  however,  that  i 
won't  be  whatever  culture  polio 
choose  to  guard  most  closely. 

Who  then  will  governments  end  u{ 
protecting  with  tariffs  designed  tc 
suppress  Clint  Eastwood  or  insulat< 
currency  markets  from  the  gnomes  o 
Zurich?  Not  the  wealthy,  competent 
literate  or  technically  capable  amonj 
their  citizens.  Those  people  ahead; 
have  means  at  their  disposal  to  watel 
culture  from  Liverpool  transmittec 
from  America,  over  a  broad  band  net 
work  that  spans  the  globe.  Govern 
ment-erected  shelters  of  culture  anc 
finance  will  isolate  only  the  kind  o 
people  who  simply  don't  know  or  can 
that  they  have  any  choice  about  mov 
ies,  banks  or  investment  portfolios. 

Still,  as  an  admirer  of  French  cul 
ture,  I  find  myself  hoping  that  th( 
Airigistes  in  Paris  will  somehov 
prove  me  wrong.  Forget  abou 
Euro-Disney.  The  whole  of  France 
could  be  turned  into  a  theme  pari 
for  American  tourists,  filled  with  his 
toric  farms  and  quaint  restaurants 
and  staffed  by  authentically  illiterate 
French  peasants.  ■ 
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IF  YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATIOl 
IMAGINE  INSURING  IT.  Advanced  scientific  disciplines  like  solar  cell  technology  and  gem 
engineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  professionals  atAIG  Companies  u 
widerwrite  these  and  other  specialty  risks  possess  a  much- sought-after  talent:  the  ability  to  evaluate  the  unknown  a 


>  businesses  on  the  cutting  edge  of  technology.  Over  the  years  we've  developed  the  necessary  rational  skills  and 
)e  talents  to  a  degree  most  others  have  not.  It's  part  of  why  AIG  is  a  global  organization  known  far  its  innovative 
nee  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  of  the  sun. 
■  W  WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


What's  the  best  health  care 
for  the  aged?  Company. 


"Here,  they  don't 
have  to  compete" 


By  Dana  Wechsler  Linden 

"Left  shoulder  up,  and  down. 
Right  shoulder  now.  Lift,  drop,  lift, 
drop,"  says  the  miniskirt-clad  exercise 
instructor,  as  beat-pulsing  music 
blares  in  the  background. 

"Now  touch  your  toes."  Everyone 
in  the  class  complies  as  best  he  or  she 
can.  Some  bend  without  ever  rising 
from  their  chairs  or  wheelchairs. 

At  the  Miami  Jewish  Home  &  Hos- 
pital for  the  Aged,  just  showing  up  for 
class  is  an  achievement.  The  40  or  so 
men  and  women  who  attend  each  day 
are  mosdy  in  their  80s  and  90s,  have 
lost  their  spouses,  and  suffer  from 
various  degrees  of  frailty  or  age-in- 
duced dementia.  The  effort  of  getting 


to  the  class  helps  rescue  them  from 
idleness  and  stupor.  Making  the  effort 
around  others  similarly  afflicted  gives 
them  badly  needed  companionship. 

A  study  published  in  the  Journal  of 
the  American  Medical  Association  last 
year  revealed  that  heart  patients  with- 
out a  spouse  or  confidant  were  twice 
as  likely  to  die  within  six  months  of 
their  first  heart  attack  or  cardiac  arrest 
as  those  who  were  still  married  or  who 
had  friends.  "A  support  group  may  be 
as  effective  as  costly  medical  treat- 
ment," the  study's  authors  conclud- 
ed. "Having  someone  to  talk  to  is  very 
powerful  medicine." 

For  many  of  the  failing  aged,  day 


Exercising  at  the  Miami  Jewish  Home  &  Hospital 
Showing  up  for  class  is  a  praiseworthy  achievement. 


care  programs  like  that  at  the  Mian 
Jewish  Home  are  a  practical  alterna 
rive  to  full-time  nursing  homes.  A  12 
month-long  study  conducted  fror 
1980  to  1981  by  California's  Depart 
ment  of  Aging  concluded  that  be 
tween  87%  and  96%  of  the  people  wh 
attended  old  folks  day  care  center 
either  improved  or  maintained  thei 
functional  abilities  in  such  daily  activi 
ties  as  bathing,  dressing,  problem 
solving  and  so  on. 

This  makes  such  day  care  cost-el 
fective  as  well  as  humane.  Points  ov 
Charlene  Welty,  manager  of  the  Cali 
fornia  Department  of  Aging's  adul 
day  health  care  program:  "It  mean 
that  day  care  delayed  institutional 
ing  these  people  by  22  months  c 
possibly  much  longer." 

Day  care  is  far  less  costly  than  in 
home  care — $38  a  day  on  average 
compared  with  anywhere  from  $8  t 
$50  an  hour  for  private  care,  depend 
ing  on  the  nursing  skills  required. 

Most  day  care  centers  provid 
door-to-door  transportation  for  thei 
charges,  even  those  in  wheelchairs,  3 
no  extra  charge.  Activities  at  the  da 
care  center  at  the  Miami  Jewis 
Home  and  Hospital  for  the  Age 
begin  at  10  a.m.,  after  a  light  breakfa; 
of  toast  and  beverages.  In  the  sam 
bright,  cheerful  room  where  the  exei 
cise  class  takes  place,  you'll  sometime 
find  the  participants  stringing  bead 
and  doing  other  crafts  projects,  and- 
everybody's  favorite — rehearsing  fc 
the  annual  musical  production.  Thi 
year  it's  The  Sound  of  Music. 

To  a  younger  visitor,  the  seen 
seems  remarkably  like  kindergarten- 
except  that  everyone  stays  in  thei 
chairs.  This  raises  an  obvious  quej 
tion:  How  do  the  participants,  man 
of  whom  are  former  lawyers,  teacher 
or  other  professionals,  with  college  c 
advanced  degrees,  feel  about,  in  el 
feet,  going  back  to  kindergarten? 

Apparently,  they  feel  just  fine  abou 
it.  "All  of  us  have  heard  our  childre: 
say,  Tf  you  ever  want  to  come  liv 
with  me,  you're  welcome,  don't  b 
ashamed,'  "  says  Max  Slovik,  90, 
retired  pharmacist  and  a  widowei 
"But  as  much  as  we  love  our  childrer 
there's  nothing  like  being  with  peopl 
who  think  the  same  way,  live  the  sam 
way.  When  you  have  to  spend 
month  with  a  young  person,  you  [re 
alize  you]  don't  know  how  to  live  tha 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 

ew  Issues  December  9,  1 993 


$950,000,000 


m    WESTPOINT  STEVENS  INC. 


$400,000,000 
83/4%  Senior  Notes  due  2001 


$550,000,000 
9%%  Senior  Subordinated  Debentures  due  2005 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  such  of  the  undersigned  as  may 
legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 

Merrill  Lynch  &  Co. 

BT  Securities  Corporation 
Lazard  Freres  &  Co. 

J.P.  Morgan  Securities  Inc. 

Salomon  Brothers  Inc 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


iami  Jewish  Home's  Anna  Geoghan 
ssing  the  strain  of  keeping  up. 


Fe  anymore." 

"When  they're  with  young  people, 
's  a  strain  on  them  to  keep  up," 
(plains  Anna  M.  Geoghan,  the  for- 
ter  nun  who  is  director  of  the  day 
ire  center.  "Here,  they  don't  have  to 
)mpete." 

During  the  current  events  class  one 
ternoon,  many  of  the  day  care  par- 
cipants  argue  energetically  about 
>pics  ranging  from  Puerto  Rican 
atehood  to  Michael  Jackson's  cur- 
:nt  troubles.  One  man  raises  his  hand 
>  speak,  only  to  say  that  he  forgot  his 
)mment;  a  woman  in  the  back  row 
arts  babbling  to  herself  in  Spanish, 
he  rest  of  the  people  take  these 
terruptions  in  stride. 

There  are  currendy  some  3,000  old 
:ople's  day  care  centers  nationwide, 
o  about  50%  in  the  last  three  years, 
[any  more  are  needed,  says  Dr.  Bur- 
in Reifler,  chairman  of  the  depart  - 
ient  of  psychiatry  at  Wake  Forest 
niversity's  medical  school  and  di- 
ctor  of  a  research  project  on  elderly 
iv  care.  He  foresees  demand  for 
>me  10,000  such  centers,  as  aware - 
:ss  grows  about  the  importance  of 
»cial  interaction  among  old  people. 

To  go  about  finding  a  day  care 
:nter  for  your  elderly  relative,  see  if 
)ur  library  has  The  National  Directo- 
'  of  Adult  Day  Care  Centers,  pub- 
ihed  by  Health  Resources  and 
merican  Business  Publishing  (908 
51-1133),  or  call  your  local  depart- 
ent  on  aging  ( many  states  now  have 
tern)  for  referrals.  The  top  three 
lings  to  do  before  selecting  an  adult 
ly  care  center:  "Go  visit,  go  visit  and 
:>  visit,"  advises  Wake  Forest  Uni- 
•rsity's  Reifler.  "The  extent  ofvitali- 
,  compassion  and  humanity  doesn't 
>me  across  over  the  phone."  HQ 
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We're  proud  of  our  past  as  pioneers  in  business  insurance.  We're  confident 
of  our  future  as  innovators  of  products  like  24-Hour  Managed  Care.  So 
when  you  see  our  old  depot  in  its  newest  form,  let  it  remind  you  of 
where  we've  been  and  signify  where  we're  headed. 
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"Having  someone  break  into  your  voice  mail 
is  like  rape  was  25  years  ago.  No  one  wants 
to  admit  they  have  been  victimized." 
— John  Haugh,  telecommunications  consultant 

The  perils 
of  voice  mail 

By  William  G.  Flanagan  and  Toddi  Gutner 


if 


All  too  often, 
company  uses  voice 


your 
mail, 

trade  secrets,  hot  sales  leads 
and  competitive  bids  can  be 
swiped  easily.  It  happens  all 
the  time  but  is  often  not 
detected  until  much  later,  if 
at  all.  Explains  one  expert: 
"All  the  evidence  is  elec- 
tronic and  therefore  easily 
deleted. 11 

Notes  Telecom  &  Net- 
work Security  Review  news- 
letter: "Stealing  informa- 
tion from  competitors  is  on 
the  rise.  Thousands  of  voice 
mail  systems  are  penetrated 
on  a  weekly  basis  by  com- 
petitors, disgruntled  pres- 
ent and  former  employees 
and  freelance  hackers  look- 
ing for  information  that 
might  have  street  value." 
Kevin  Hanley,  AT&T's  mar- 
keting director  for  security 
services,  warns  of  informa- 
tion theft:  "If  we  don't  pro- 
tect ourselves,  these  prob- 
lems in  another  year  could  be  as  big  as 
toll  fraud"  (Forbes,  Aug.  3,  1992). 

Take  the  case  of  Standard  Duplicat- 
ing Machines  Corp.,  a  $30  million, 
family-owned  company  that  distrib- 
utes duplicating  and  collating  equip- 
ment. Its  main  competitor,  the  U.S. 
affiliate  of  Duplo  Manufacturing 
Corp.  of  Japan,  hired  a  former  Stan- 
dard salesman.  Standard  alleges  that 
he  quickly  went  to  work  fishing 
through  his  former  employer's  voice 
mail  boxes  in  search  of  confidential 
sales  information. 


It  took  months — and  a  competi- 
tor who  finally  tipped  off  Stan- 
dard— before  the  espionage  was  un- 
covered. Standard  then  set  up  a 
sting  operation,  using  bogus  sales 
orders  as  bait.  In  all,  some  230  calls 
to  Standard's  800  number  were 
traced  back  to  the  ex-employee's 
home  or  Duplo  offices.  Standard  is 
now  suing  Duplo  under  RICO  stat- 
utes and  trade  secret  laws,  seeking 
unspecified  damages. 

"As  our  economy  globalizes  and 
becomes  more  competitive,  we  are 


working  with  people  who  play  by 
different  rules,"  AT&T's  Hanley  says. 
One  of  those  rules:  Get  information 
anyway  you  can.  Note,  the  Standard 
Duplicating  suit  is  against  the  U.S. 
affiliate  of  a  Japanese  firm. 

Not  to  pick  on  the  Japanese,  the 
practice  is  widespread:  Warns  Joseph 
Mansfield,  a  director  with  the  Com- 
munication Fraud  Control  Associa- 
tion and  head  of  telecommunica- 
tions security  for  EDS  Technologies 
Investigations:  "Several  countries 
are  trying  to  change  to  capitalism, 
but  they  can't  meet  competition  by 
themselves.  They  go  out  and  buy 
information,  or  more  likely,  steal 
information.  There  are  a  number  ofj 
highly  trained  individuals 
who  used  to  gather  de- 
fense secrets  who  are 
now  looking  for  some- 
thing to  do." 

A  small  Dallas- based  oil 
service  company  doesn't 
have  to  be  reminded  of! 
what  can  happen  to  a  busi- 
ness that  gets  lax  about 
voice  mail  security.  Accord- 
ing to  Walter  Manning,  a 
telecommunications  fraud 
consultant  and  16-year  vet- 
eran of  the  Dallas  Police 
Department,  the  service 
company  was  bidding  on  a 
proposal  for  a  drilling  con- 
tract, in  the  $500,000-to- 
$750,000  range.  After  the 
first  round  of  negotiations 
an  executive  called  a  col- 
league and  left  a  message 
on  his  voice  mail  indicating 
the  terms  of  the  company's 
bid.  The  very  next  day,  a 
competitor  won  the  con- 
tract. The  Dallas  company 
smelled  a  rat  and  called  in  Manning. 
He  investigated  and  found  that  the 
voice  mail  message  had  indeed  been 
intercepted. 

Your  home  answering  machine — if 
it  can  be  remotely  accessed — is  child's 
play  for  computer  pros  to  crack. 

Even  easier  are  many  hotel  voice 
mail  systems.  Big  chains  (Westin,  Hy- 
att and  ITT  Sheraton  among  them) 
now  offer  voice  mail  for  storing 
guests'  messages.  It  isn't  always  the 
guests  who  hear  them  first.  In  many 
cases,  all  a  voice  mail  crook  has  to  do  is 
gain  access  to  your  room — or  bribe 
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neone  who  has  such  access.  Often, 
password  is  required  to  play  back 
'  messages.  And  even  if  a  password 
equired,  it's  usually  a  three-digit 
nber — often  simply  the  room 
nber — which  hackers  can  easily 
ck  by  outside  phone. 
5icture  the  astonishment  of  Mi- 
iel  Stedman,  for  example,  an  au- 
>r  who  wanted  to  interview  Robert 
tes,  the  former  director  of  the  CIA. 
3n  Apr.  26  of  last  year  he  phoned 
Inn  at  Harvard  in  Cambridge, 
ere  Gates  was  staying,  and  was 
en  a  room  number.  '''Imagine  my 
prise  when  I  heard  Gates'  messages 
ng  played  back,"  Stedman  recalls. 
!o  how  do  you  protect  yourself  and 
ir  company  from  voice  mail  theft? 
?erts  suggest  a  combination  of 
Knology  and  common  sense. 
Jse  long  passwords — five  digits  at 
it,  which  are  much  harder  for  hack- 
to  unscramble  than  three-digit 
les.  Change  the  codes  often.  Most 
5ortant:  Whenever  an  employee 
/es,  take  his  or  her  telephone  ex- 
sion  off  voice  mail.  If  it's  a  key 
ployee  departing  to  join  a  compet- 
',  have  everyone  change  their  pass- 
rds.  Pronto. 

ubscribe  to  AT&T's  automatic 
nber  identification  service  (or  a 
npeti  tor's  similar  service).  AN  I  ai- 
rs subscribers  to  get  immediate 
er  identification,  which  makes  it 
;sible  to  pinpoint  and  trace  any 
picious  telephone  activity.  One 
iblem,  however:  ANI  is  only  avail- 
e  with  AT&T's  Megacom  800  Ser- 
i — for  companies  that  have  450  or 
re  hours  of  800-number  calls  per 
nth.  Cost:  1  cent  for  each  identi- 
1  call. 

lave  a  security  consultant  examine 
ir  voice  mail  system, 
nstruct   your   staff,   family  and 
nds  never  to  leave  anything  but 
itine  messages  on  voice  mail.  Tell 
m  to  leave  call- back  numbers  for 
'thing  remotely  proprietary.  Better 
,  use  a  beeper  system. 
]lean  out  your  voice  mail  box  daily, 
you  don't  want  a  message  repeat- 
why  put  it  into  a  storage  media  at 
"  cautions  AT&T's  Kevin  Hanley. 
Vnd  finally  there's  this: 
)on't  even  get  a  voice  mail  box 
ess  you  really  need  one.  Many  top 
:cutives  eschew  them — in  favor  of 
more  trusty  secretaries.  M 


Priceless  cues:  starring  Paul  Newman,  Tom  Cruise 
and  George  Balabushka. 

Sticks  and 
precious  stones 


By  Terzah  Ewing 

In  THE  1986  film  The  Color  of  Money, 
a  young  pool  hustler  played  by  Tom 
Cruise  brags  about  the  fancy  pool  cue 
given  to  him  by  his  mentor,  portrayed 
by  Paul  Newman. 

One  of  the  buddies  shoots  back: 
"Eddie  Felson  gave  you  a  Bala- 
bushka? .  .  .  You  know  what  that's 
worth?.  .  .  It's  gotta  be  a  collector's 
item  by  now." 

That's  all  the  collectibles-crazed 
Japanese  had  to  hear.  For  nearly  four 
years  after  the  film  came  out,  wealthy 
Japanese  buyers  appeared  at  tourna- 
ments, equipment  exhibitions  and 
pool  halls,  slapping  down  thousands 
of  dollars  for  handmade  custom  cues. 
They  paid  tens  of  thousands  for  sticks 
created  by  legendary  makers  George 


Balabushka  and  Gus  Szamboti.  "Back 
then  it  was  not  uncommon  to  get 
$40,000  for  a  rare  cue,"  recalls  John 
Wright,  a  cue  broker  based  in  the 
Chicago  suburb  of  Palatine. 

Around  1990  Japanese  ardor  for 
cues  sank  with  the  Nikkei  index,  caus- 
ing prices  to  sag  but  not  nose-dive. 
For  a  whole  new  generation  now 
knew  of  the  rarity  and  quality  of  Bala- 
bushkas  and  Szambotis. 

Serious  pool  players  have  always 
prized  a  good  custom  cue.  Marie 
Antoinette  reputedly  owned  a  solid 
ivory  queue  de  billard.  But  until  Bala- 
bushka came  along,  most  cues  were 
either  plain  and  practical  or  pretty  but 
useless. 

Balabushka  perfected  what  had 


Steve  Glenn  wields 
a  mean  stick  in  his 
local  pool  hall 
in  Phoenix 
Cue  was  used  by 
Willie  Mosconi 
when  he  sank  a 
record  526  balls 
straight. 
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The  Stradivari 
of  the  billiard 
world  (from  top): 
By  Balabushka, 
Szamboti, 
Balabushka, 
Rambow, 
Szamboti, 
Balabushka. 


been  started  by  Herman  J.  Rambow, 
who  was  known  as  the  first  of  the 
prized  custom  cue  makers  and  the 
father  of  modern  billiard  technology. 
But  Rainbow's  cues,  of  which  few 
survive,  were  not  at  all  fancy. 

Balabushka,  a  Russian  immigrant 
working  in  New  York  City  during  the 
1950s  and  1960s,  combined  practi- 
cality and  artistry.  Star  players  and 
amateurs  alike  prized  his  cues,  which 
then  sold  for  hundreds  of  dollars. 

Balabushka  died  in  1975,  leaving 
behind  about  1,000  sticks.  Now  a 
typical  Balabushka,  decorated  with 
ivory  inlay  and  precious  metals, 
fetches  anywhere  from  $2,500  to 
$18,000.  Some  fetch  much  more. 
Owners  of  some  Balabushkas  consid- 
er them  priceless.  "He  is  to  cues  as 
Stradivari  is  to  violins,'1  asserts  cue 
dealer  John  Wright. 

A  similar  mystique  surrounds  the 
cues  of  Gus  Szamboti,  a  friend  and 
admirer  of  Balabushka;  collectors 
consider  their  work  comparable. 
When  Szamboti  died,  in  1988,  he  had 
a  three-year  waiting  list  for  his  cus- 
tom-made cues.  Today  some  Szam- 
boti cues  sell  for  as  much  as  those 
made  by  Balabushka.  Just  as  solid,  the 
cues  often  shine  with  ebony  and  ivory 
inlays  in  intricate  geometric  patterns. 

Among  living  cue  makers,  Ernie 
Gutierrez  and  Bill  Stroud,  who  began 
working  in  the  1960s,  have  built  simi- 
lar reputations.  Their  cues,  even  the 
older  models,  incorporate  more  pre- 


cious stones  and  expensive  materials 
than  Balabushkas  or  Szambotis, 
boosting  initial  prices. 

Working  out  of  Los  Angeles,  Gu- 
tierrez makes  custom  cues  for  stars 
like  Frank  Sinatra.  Austin,  Tex. -based 
Stroud,  a  former  pool  hustler  who 
slept  with  his  cue  to  keep  it  safe,  makes 
each  of  his  JossWest  brand  cues  to  the 
specification  of  the  customer.  Many 
of  them  go  for  as  much  as  $9,000 
right  out  of  the  shop.  Resale  prices 
have  gone  as  high  as  $20,000. 

Gutierrez  and  Stroud  cues  are 
prominent  in  the  collection  of  finan- 
cial planner  Seper  Samsam,  an  Iranian 
immigrant  who  lives  in  Tucson,  Ariz. 
Samsam  estimates  the  value  of  his  90 
cues  at  $500,000. 

Samsam,  who  started  collecting  in 
the  mid-1980s,  advises:  "Every  col- 
lectible cue  is  a  good  playing  cue."  To 
keep  his  in  prime  condition,  Samsam 
stores  his  cues  in  custom-made  cabi- 
nets, shines  them  with  furniture  pol- 
ish, and  rotates  them  a  quarter-turn 
every  week  to  prevent  warping. 

The  Glenn  family  of  Texas  and 
Arizona  has  been  gathering  rare  cues 
since  the  mid-1960s,  when  rather 
Pete  Glenn  began  bringing  home 
cues  instead  of  fishing  poles  to  the 
kids.  The  Glenns  have  since  amassed 
about  100  cues,  worth  an  estimated 
$2  million.  Included  in  the  family 
collection  are  over  30  Balabushkas 
and  half  a  dozen  Szambotis. 

Some  of  the  cues  in  the  Glenn 


collection  once  belonged  to  pool  leg 
ends.  Especially  prized  is  the  stick  tha' 
Willie  Mosconi  used  in  1954,  when 
he  sank  a  record  526  balls  in  a  row  ir) 
an  exhibition  game  in  Springfield 
Ohio.  Mosconi  still  holds  the  officia, 
record. 

With  four-  and  five-figure  price: 
common  for  cues  by  the  masters 
fakes  are  inevitable.  The  Glenns  haw 
become  so  expert  at  spotting  their 
that  some  pool  champions  bring 
them  cues  for  verification. 

One  tipoff:  the  joints  used  in  the 
wood.  "We've  gone  to  physicians  t<j 
X-ray  cues,"  say  Steve  Glenn,  who 
works  in  the  air  quality  control  busi 
ness  in  Phoenix.  "After  seeing  a  fed 
genuine  cues,  you  can  tell  by  the 
joints  whether  one  is  real  or  not." 

Cues  have  yet  to  surface  in  main 
stream  auction  houses,  but  expert; 
think  it's  only  a  matter  of  time 
"Sports  auctions  are  a  fairly  nevl 
beast,  and  cue  collectors  haven't  start 
ed  to  turn  over  their  collections,"  sayj 
Duane  Garrett,  president  of  Richarc 
Wolffers  Auctions  in  San  Francisco 
the  largest  sports  auction  house  iij 
the  world. 

For  information  on  collectible 
cues,  contact  John  Wright  at  Wrighi 
Cue  Company  in  Palatine,  111.,  708- 
934-1022;  or  the  American  Cue 
Makers  Association  in  Houston,  713 
641-1413.  For  advice  on  authenticat 
ing  a  cue,  contact  Dennis  Glenn  ir 
Houston  at  713-666-6600.  m 
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60  YEARS  AGO, 
50BBY  JONES  AND  CLIFFORD  ROBERTS 
OFFERED  A  FEW  SELECT  FRIENDS 
A  SIMILAR  OPPORTUNITY. 


>se  fortunate  few  became  part  of  one  of 
*s  most  treasured  traditions.  Member- 
)  in  a  club  created  exclusively  for  golf 
;rs  by  golf  lovers. 

)ver  the  decades,  the  waiting  lists  to 
h  venerable  venues  have  grown  longer 
1  a  625-yard  par  five  —  making  member- 
)  virtually  unreachable, 
'hat  was,  until  now. 

Waiting  Is  Over. 

he  founders  of  recently-opened 
)les  National  Golf  Club  share  the  same 
iciples  and  passion  for  the  game  that 
to  the  classic  clubs  like  Augusta 
ional,  Seminole  and  Pine  Valley.  A 
ted  number  of  members  to  maximize 
r-round  payability  and  enjoyability.  An 
;rent  understanding  that  highly  success- 
people  prefer  to  associate  with  people 
imilar  accomplishments,  ideas  and 
lis.  And  last  but  not  least,  a  great 
course. 

he  main  difference  between  Naples 
ional  and  the  Augusta  Nationals  of  the 
'Id  is  that  Naples  National  still  has  a 
equity  memberships  available. 

Iaktng  Golf  History. 

7hen  Bobby  Jones  was  planning  the 
;usta  National  layout,  he  sought  out 
one  architect  who  could  best  execute 
dreams:  Dr.  Alister  Mackenzie,  whose 
iterpieces  include  two  of  Golf  Digest's 
three  courses  in  America.  When 
ming  the  Naples  National  layout,  the 
)'s  founders  selected  Dr.  Michael 
dzan,  whose  masterworks  include 
f  Digest's  Best  New  Canadian  Private 
irses  of  1992  and  1993. 
ike  Dr.  Mackenzie,  Dr.  Hurdzan  be- 
es in  the  tradition  of  making  the  most 
ative  terrain.  In  this  case,  centuries-old 
ids  of  cypress  and  pine,  marshland  and 
i.  The  end  result  is  simply  stunning, 
ise  privileged  enough  to  have  played 
;  Valley  will  immediately  pick  up  on 
;ing  (and  often  harrowing)  similarities, 
ged  sand  scrub  waste  areas  bordering 
iculously  manicured  fairways, 
lurdzan's  overall  design  is  a  throwback 
le  historic  courses  of  60,  70,  80  years 
.  No  island  greens.  No  railroad  ties.  No 
micks.  And  no  need  for  Daly-esque 
»th.  Still  and  all,  from  the  tips,  this  par 
ops  out  at  well  over  7,000  yards  — 
ng  even  low  handicappers  a  high 
ree  of  difficulty  and  reward. 


No  expense  has  been  spared  in 
design  —  or  maintenance.  Every  round 
will  be  played  in  tournament  level 
conditions. 

Practice  Made  Perfect. 

Even  the  practice  facilities  reflect  a 
passion  for  perfection.  The  professional 
staff  includes  a  P.G.A.  "Teacher  Of  the 
Year."  The  facility  itself  features  multiple 
hitting  areas  (with  uphill,  downhill  and 
sidehill  lie  options),  five  target  greens 
with  strategic  trees  and  bunkers  to 
simulate  on-course  conditions,  sand 
bunkers  and  two  regular  course-quality 
putting  greens. 

A  Very  Private  Property. 

With  just  275  members  —  most  of 
whom  reside  outside  Florida  and 
abroad—  you'll  be  able  to  play 


...  JmUs 


whenever  you  please.  Some  days,  you 
may  have  the  course  all  to  yourself.  Here, 
getting  in  18  in  under  3  1/2  hours  is  par 
for  the  course,  whether  riding,  or  walking 
with  an  experienced  caddie.  The  only 
spectators  are  the  wildlife  who  cohabit 
this  scenic  sanctuary.  You  see,  at  Naples 
National,  you're  surrounded  by  nature. 
Not  houses  or  condos.  This  is,  after  all,  an 
exclusive  golf  club.  Not  a  real  estate  deve- 
lopment. No  noisy  pools.  No  tennis.  No 
afternoon  teas.  Just  18  tees  and  greens. 
Pure,  unadulterated  golf  heaven. 

Accommodating  Your  Every  Need. 

The  clubhouse  is  Italian  Renaissance  in 
design.  The  service  will  be  quietly  catered 
by  design.  The  locker  rooms  plush  and 
roomy.  The  grills  and  dining  room  will 
feature  first-class  fare.  And  since  many 
members  will  be  jetting  in  from  distant 
locales,  18  guest  suites  will  provide  a  wel- 
come, elegant  home  away  from  home. 
The  nearby  Florida  coastal  resort  of 
Naples  affords  additional  luxurious  lodg- 
ing and  dining. 

Club  Champions. 

As  you  might  expect,  a  new  golf  club 
with  such  high  standards  has  alrea'dy  at- 
tracted high  profile  members.  Chairmen 
and  CEOs  of  Fortune  500  corporations. 
Champions  of  international  commerce, 
entertainment  and  sports,  like  former 
Masters  and  U.S.  Open  champ  Fuzzy 
Zoeller.  The  list  is  most  impressive.  So. 
of  course,  are  the  fees.  But  as  long  as 
there  are  golfers  who  can  afford  the  ab- 
solute best  the  game  has  to  offer,  Naples 
National  will  continue  to  provide  it. 

The  Ultimate  Golf  Lesson. 

Ask  anyone  who,  years  ago,  might  have 
passed  up  the  opportunity  to  join  an  ex- 
clusive golf  club  like  Augusta  National,  if 
they  ever  regretted  their  decision.  You  al- 
ready know  how  they'd  answer. 

Naples  National  is  one  of  thoseonce- 
in-a-lifetime  opportunities.  To  belong  to  a 
club  where  the  membership  will  be 
cherished.  Now  and  forever.  Proudly  pas- 
sed from  generation  to  generation. 

You've  worked  hard  to  arrive  at  this 
moment.  You've  developed  an  affinity  for 
the  game  that  borders  on  obsession. 
You've  fantasized  about  a  scenario  like 
this  for  years. 
Join  the  club. 

Call  1-800-741-5766  to  find  out  how. 


NAPLES  NATIONAL 


GOLF  CLUB 


Have  you  ever  wondered  how  to  stage  a  palace  coup? 
Here's  how  one  young  man  br.ownnosed  a  company's 
chairman  and  then  ousted  him. 

TransTechnology's 
Trojan  horse 


By  Brigid  McMenamin 

A  FEW  years  ago  Arch  Scurlock  was 
chairman  of  TransTechnology  Corp., 
then  a  Sherman  Oaks,  Calif-based 
maker  of  things  like  aircraft  winch  and 
hoist  systems.  But,  in  1990,  the  70- 
year-old  Scurlock  developed  heart 
trouble,  and  TransTechnology  began 
to  drift.  It  lost  over  $8  million  on 
revenues  of  $199  million  and  stopped 
paying  dividends.  The  stock  plunged. 

Comes  now  40-year-old  Michael 
Berthelot.  An  accountant  and  inves- 
tor from  Hudson,  Ohio,  Berthelot 
had  accumulated  5.4%  of  TransTech- 
nology's  stock  and  began  to  butter  up 
old  Scurlock.  "I  told  him  that  if  a  seat 
on  the  board  became  available,  Fd  be 
interested,1'  recalls  Berthelot.  "I 
thought  it  would  be  a  good  experi- 
ence— a  resume  builder.''' 

In  retrospect,  Scurlock  should  have 
gotten  to  know  Berthelot  better.  But 
as  chairman  of  the  board  and  with 
control  of  more  than  25%  of  his  com- 
pany's stock,  he  felt  secure.  In  January 
1991  Scurlock  let  nice  young  Berthe- 
lot join  TransTechnology's  board. 

The  company  was  getting  better, 
but  it  was  still  in  the  red.  In  the  year 
ended  Mar.  31, 1991,  TransTechnol- 
ogy lost  another  $4  million,  on  reve- 
nues of  $186  million. 

From  his  inside  seat,  Berthelot  de- 
cided he  could  run  the  show  better 
than  old  Scurlock.  But  how  to  push 
the  founder  out?  As  Scurlock's  health 
worsened,  Berthelot  started  whisper- 
ing with  the  other  directors  about 
getting  rid  of  the  old  geezer. 

In  July  1991  he  got  a  break:  Scur- 
lock had  to  enter  the  hospital  for 
open-heart  surgery.  Berthelot  sent  a 
letter  to  his  fellow  directors  (except 
Scurlock  and  Scurlock's  longtime 


ally,  John  Grover)  in  which  he  prom- 
ised that  if  the  board  got  rid  of  Scur- 
lock and  made  him,  Berthelot,  chair- 
man, he'd  sell  off  some  divisions, 
retire  debt,  fire  workers  and  save  some 
more  money  by  moving  the  head- 
quarters out  of  California. 


TransTechnology's  Michael  Berthelot 
From  board  member  to  chief  executive. 


The  showdown  came  at  Trans- 
Technology's directors  meeting,  held 
after  the  shareholders  meeting  in  Sep- 
tember. Scurlock  didn't  look  well,  but 
he  was  there  to  face  the  young  man 
who'd  betrayed  him.  Caught  be- 
tween Scurlock  and  Berthelot,  the 
board  compromised,  naming  Berthe- 
lot vice  chairman  of  the  board  and  of  a 
three-man  committee  charged  with 
running  the  company.  Scurlock  re- 
mained chairman,  but  in  December 
1991  the  board  named  Berthelot  act- 
ing chief  executive  and  president. 


If  Berthelot  thought  Scurloci 
would  somehow  forgive  his  treachery 
he  soon  learned  better.  "From  da] 
one  there  was  a  battle  to  get  rid  o 
me,"  says  Berthelot.  "[Scurlock]  told 
me  at  one  board  meeting,  'I  will  fighj 
everything  you  try  to  do.'  " 

Berthelot  began  implementing  hi 
turnaround  plan.  He  moved  the  com 
pany's  headquarters  to  Union,  N.J.  1^ 
the  first  three  months  of  1992,  Transi 
Technology  earned  $170,000,  com) 
pared  with  a  $2.5  million  loss  a  yea 
earlier.  The  stock  bounced  back  t<j 
11,  more  than  doubling  in  just  fiv< 
months.  But  then  Berthelot  devell 
oped  a  bad  case  of  bloated  ego.  Hj 
dropped  "acting"  from  his.  title,  fol 
example,  and  started  calling  himsel 
chief  executive.  "At  one  meeting  hi 
actually  got  up  and  said,  'I  don" 
report  to  the  board  of  directors,'  j 
recalls  one  director.  "He  said,  'No, 
report  to  the  vice  chairman  of  thj 
board,  which  happens  to  be  me.'  " 

By  the  summer  of  1992,  half  thi 
board  was  growing  sick  of  Berthelot) 
Siding  with  Scurlock,  the  director! 
voted  to  oust  him  as  vice  chairman 
and  acting  chief  executive. 

Good-bye,  Berthelot?  Not  quite 
Rather  than  go  quietly,  Berthelot  pui 
his  own  slate  of  directors  directly  td 
TransTechnology's  shareholders  ii 
August.  He  promised  that,  if  elected 
he'd  pay  a  special  $1.50-a-share  divii 
dend  and  turn  the  company  around 
then  step  down  as  chief  executive. 

The  shareholders  went  for  it.  Al 
though  Scurlock  controlled  morj 
than  25%  of  the  stock,  Berthelot' 
slate  won.  Berthelot  quickly  bor 
rowed  $7.7  million  to  fund  the  prom 
ised  $1.50-a-share  dividend. 

So  far  shareholders  can't  complain 
about  Berthelot's  stewardship.  In  fisi 
cal  1993  TransTechnology  earned 
$5.1  million,  or  $1.01  per  share,  on 
revenues  of  $103  million.  Berthelo 
predicts  the  company  will  earn  $1.3/ 
a  share  in  fiscal  1994.  The  stock  wai 
recently  at  1 1 . 

So  Michael  Berthelot  must  b< 
ready  to  step  down  as  promised?  Weil 
not  exacdy.  Berthelot  now  pays  him 
self  around  $475,000  a  year,  includl 
ing  his  bonus,  and  seems  to  enjoy  thi 
perks  of  high  corporate  office.  Whei 
asked  how  long  he  intends  to  run  th« 
company,  he  gets  quiet  and  says:  " 
don't  know."  ■ 
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They've  sharp.  Tenacious.  And  quick  on  their  feet.  Watch  them 
outsmart  even  the  shrewdest  opponents  every  Monday  night  on 
"Sherlock  Holmes  Mysteries" at  9 pm  ET/10 pm  PT. 

Sponsored  in  part  by  the  Chrysler  Corporation.  Time  Wfell  Spent 

^CHRYSLER 

VJS  corporation 

CHRYSltK    PLYMOUTH     DODGE     DODGf  TRUCKS    JEEP®    EAGLE  ©1994  Arts  &  Entertainment  Network  HEARST/ ABC/NBC. 
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EDITED  BY  JOHN  R.  HAYES  . 


Out  of  Africa 

Judith  Aidoo  usually  doesn't  sleep 
past  4  a.m.  How  can  she?  The  Nairobi 
Stock  Exchange  has  opened,  and 
trading  in  Ghana  and  Cote  d'lvoire  is 
about  to  begin.  She  likes  the  more 
liquid  blue-chip  stocks,  like  Botswa- 
na's Sechaba  Investment  Trust,  Zim- 
babwe's Delta  or  the  Ghanaian  Accra 
Brewery. 

Aidoo,  3 1 ,  is  leading  a  small  pack  of 
Wall  Street  players  who  see  sub-Saha- 
ran  Africa  as  a  new  emerging  market. 
Her  small  New  York- based  Aidoo 
Group  advises  prosperous  African  ex- 
patriates and  institutional  investors  in 
the  U.S.  on  African  investments.  Ai- 
doo's  biggest  deal  to  date:  a  just 
announced  $500  million  asset- 
backed  securitization  for  a  19-state 
African  trade  group.  She  also  wrote 
the  blueprint  for  Ghana's  three-year- 
old  stock  exchange  and  has  per- 
formed similar  tasks  for  Zambia,  Le- 
sotho and  Uganda. 

Born  in  the  U.S.  of  Ghanaian  and 
American  parents,  Aidoo  attended 
high  school  in  Ghana  before  graduat- 
ing from  Rutgers  University  and  Har- 
vard Law  School.  After  four  years  in 
Goldman,  Sachs'  fixed-income  divi- 
sion, she  went  out  on  her  own  in 
1991 .  "I  knew  I  wanted  to  go  back  to 
something  that  was  part  of  me." 

The  African  markets  are  still  minus- 
cule— the  total  market  cap  of  the 
Ghanaian  exchange,  for  instance,  is 
only  $105  million.  But  things  are 
changing.  "When  I  told  [the  Ghana- 


ians] to  think  about  privatizing 
Ashanti  Goldfields  on  the  stock  ex- 
change, they  said  I  was  crazy,"  Aidoo 
says.  "Two  years  later  they're  doing 
it."  -Joel  Millman 

Mover  to  the  stars 

Big  production  rock  V  roll  con- 
certs are  just  beginning  to  catch  on  in 
places  like  Bombay,  Ho  Chi  Minh 
City  and  Abu  Dhabi.  Which  is  good 
news  for  David  Bernstein,  who  runs 
something  called  Rock-It  Cargo 
Holdings,  Inc.,  a  $75  million  (1993 
sales)  transporter  of  stage  equipment 
for  touring  rock  acts.  With  85%  of  the 
existing  market  locked  up,  Bernstein 
needs  new  venues  in  which  to  grow. 


"Our  future  is  in  Asia,  South  Americ 
and  the  Middle  East,"  he  says. 

Bernstein,  now  36,  got  his  first  gij 
in  1974  when  his  brother,  a  photog 
rapher  traveling  with  Crosby,  Stills 
Nash  &  Young,  tipped  him  off  tha 
the  group's  mover  had  canceled 
Bernstein's  family  was  in  the  movins 
business,  so  he  rented  a  few  truck; 
from  his  uncle  to  help  move  th« 
band's  equipment  from  Chicago  tc 
London. 

Thus  began  the  business  that  Bern 
stein  ran  out  of  his  dorm  room  at  the 
University  of  Rochester,  hiring  room 
mates  and  friends  who  were  just  a; 
eager  to  make  a  few  bucks  moving 
equipment  as  they  were  to  meet  cli 
ents  like  David  Bowie,  Billy  Joel  anc 
the  Eagles. 

Business  got  so  good  that  Bern- 
stein dropped  out  of  college  in  1977 
to  focus  full  time  on  building  a  follow- 
ing with  acts  like  the  Rolling  Stones. 
Bruce  Springsteen  and  Madonna,  al| 
of  whom  had  begun  touring  with 
massively  elaborate  stage  produc- 
tions. Word  of  mouth  then  brought 
in  clients  like  Michael  Jackson,  whc 
paid  Bernstein  $7  million  to  handle 
his  recently  truncated  world  tour,  the 
Bolshoi  Ballet  and  Frank  Sinatra. 

Now  Bernstein  is  going  corporate. 
He's  expanded  into  transporting  cor- 
porate trade  exhibitions  in  Europe 
and  Asia.  Motorola  is  already  a  client, 
and  Bernstein  is  hoping  for  more. 
Says  he,  "If  we  could  do  a  load-in 
for  IBM  or  Apple,  that  would  be 
swingin'." 

-James  M.  Clash  h 
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"irst  we  recruited  the 
leaviest  names  in  global 
lusiness  and  policy, 
'hen  we  asked  them 
o  lighten  up. 


L're  working  to  stay 
ont  in  the  hyper-volatile, 
competitive  international 
i,  you've  probably  got  the 
tit  of  the  world  on  your 
Iders.  And  while  you 
leed  advice  and  insight 
some  heavy  hitters, 
irobably  don't  need  a 
/read. 

:olution?  Take  this 
ree  opportunity 
iew  the  current  issue 
alkner  &  Gray's 
JAL  COMPETITOR. 

- 

n-oriented,  easy  to 
ate  and  written  to  read 
ray  you  think,  GLOBAL 
PETITOR  reflects  the 
ience  and  expertise  of 
laders  in  international 
,ess  and  trade  policy, 
e  like  Ambassador 
Anderson  Hills, 
lenton  and  Senator  John 
ckefeller  IV.  Co-Editors 
)h  A.  Massey  and  Arpad 
azar.  Senior  executives 
trategists  from 
;etters  such  as  Boeing, 
che  Bank  arid  SG  V\forburg. 


And  key  trade  policy  makers 
from  inside  the  Beltway  and 
around  the  world. 

In  the  critical  months  ahead, 
rely  on  them  for  exclusive 
intelligence,  hard-hitting 
guidance  and  fast-paced 
strategic  briefings  in  the  areas 
that  concern  you  and  your 
colleagues  most:  international 
trade  policy  and  politics... 
global  finance  and  investing... 
cross-border  operations  and 
marketing. .  .third  world 
opportunities. ..environmental 
compliance.. .and  much 
more.  In  the  critical  months 
ahead,  rely  on  GLOBAL 
COMPETITOR.  The  one 
international  resource  that 
looks  at  the  world  the 
way  you  do. 

Take  this  opportunity 
to  review  the  , 
current  issue  of 
GLOBAL  COMPETITOR 
with  no  obligation! 

To  receive  the  current  issue 
of  GLOBAL  COMPETITOR 
for  a  risk-free  examination, 
simply  call  Customer  Service 
at  1-800-535-8403. 


NEW!  Review  the  current  issue  with 
no  obligation! 


GLOBAL  COMPETITOR 

Published  by  Faulkner  &  Gray,  Inc. 

in  conjunction  with 

Tufts  University's  Fletcher  School 

of  Law  and  Diplomacy,  and 

The  Amos  Tuck  School 

of  Business  Administration 

at  Dartmouth  College. 


It  Takes  the  Right 
Tools  to  Build  a  Strong 
Retirement  Plan 


Having  a  retirement  plan  based  on  complete  information  is 
critically  important.  But  building  that  plan  can  often  be  con- 
fusing. That's  why  Fidelity  brings  you  the  tools  you  need  to 
help  develop  your  own  plan  for  your  specific  retirement  goals. 

Start  Your  Retirement 
Plan  Today 

Our  guides  can  help  you  understand  how 
much  you  may  need  to  save,  what 

investment  choices  may 
be  right  for  your  long- 
term  goals,  and  which 
retirement  plan  may  best 
fit  your  individual  situa- 
tion. Whatever  retirement 
needs  you  have,  Fidelity  has 
a  Common  Sense  Guide  to 
help  you  make  well-informed 
decisions. 

Retirement  Planning?  Assess  your 
needs  and  take  the  basic  steps  to  building 
an  effective  retirement  plan. 
Changing  Jobs?  Discover  important 
ways  to  protect  your  retirement  assets. 
Self-Employed?  Explore  special  tax- 
advantaged  opportunities  for  self-employed 
people. 


Let  Our  Retirement 
Specialists  Help  You 

If  you  have  questions  that  require  special 
assistance,  Fidelity  has  a  team  of  dedicated 
Retirement  Specialists  available  toll-free.  Our 
specialists  can  explain  specific  plans  to  you. 

Fidelity's  No-Load, 
No-Fee  IRA 

Exclusively  for  retirement  investors, 
Fidelity  has  now  waived  the  sales 
charges  on  more  than  a  dozen  stock 
funds.'  And,  we  have  waived  the  annual 
IRA  maintenance  fee  for  each  Fidelity 
mutual  fund  account  in  your  Fidelity  IRA 
with  a  balance  of  $5,000  or  more.2 

Call  today  for  a  free  IRA  fact  kit  and  ask  for 
a  free  Common  Sense  Guide.  And  no 
matter  where  your  IRA  is  now,  you  can 
easily  transfer  to  the  Fidelity  IRA. 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 


Fidelity  Investments 


Common  sense.  Uncommon  results. 


2r 

For  an  IRA  fact  kit  and  more  complete  information  on  any  Fidelity  fund,  including  charges  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you 
invest  or  send  money.  'This  offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan  Fund*,  Fidelity  New 
Millennium™  Fund,  and  Fidelity  Select  Portfolios'*  are  excluded.  :For  Fidelity  mutual  fund  IRAs,  the  $  1 0  annual  maintenance  fee  will  be  waived  for  mutuai  fund 

counts  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity  Self-directed  IRAs,  the  fee  is  $20,  and  will  be  waived  if  any  Fidelity  mutual  fund  position 
in  the  account  is  $5,000  or  more  at  the  time  of  the  fee  billing.  Fidelity  Distributors  Corporation,  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 


THE  FORBES/ BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.HARDY 


The  overall  market 


■ecord  year  for  initial  public  offer- 
is  and  an  8%  price  gain  for  the  more 
n  5,000  stocks  in  the  Barra  All-US 
lex  pushed  up  the  market  value  of 
S.  stocks  by  18%  in  1993,  to  $5.1 
lion.  The  stock  market's  current 
nation  almost  equals  the  U.S.  gross 
nestic  product.  At  the  start  of  the 
30s  bull  market  in  August  1982, 
lities  were  worth  less  than  one 
rd  of  GDP. 

Nevertheless,  Prudential  Securities 
rket  analyst  Larry  Wachtel  thinks 
t  stocks  still  look  attractive — pro- 
ed  inflation  remains  moderate  and 
momic  growth  doesn't  accelerate 
he  point  where  the  economy  over- 
its.  One  of  the  industries  Wachtel 
is  interesting  is  housing,  including 
cks  that  benefit  indirectly  from  a 
overy  in  homebuilding  (see  below). 
chtel  also  likes  General  Motors, 
"d  and  Chrysler,  and  a  few  of  the 
tered  health  care  companies,  hi- 
ding Amgen  and  Merck. 


pecial  focus 


rebound  in  the  housing  industry  is  good 
ws  for  the  companies  that  make  furniture, 
rpeting  and  appliances.  Such  stocks  tend 
trail  the  housing  market  by  six  months, 
ispite  some  recent  price  gains,  the  eight 
>cks  below  show  modest  debt  levels  and 
ide  at  no  more  than  18  times  1994  esti- 
ited  earnings. 


Home  improvement 


Company 

Price 

'94  est 
P/E 

Lechters 

11 

10 

Fieldcrest  Cannon 

24  Va 

11 

Pulaski  Furniture 

24lA 

13 

Chromcraft  Revington 

21  Vz 

12 

Bassett  Furniture 

35 

15 

National  Presto  Inds 

46  3/4 

13 

Flexsteel  Industries 

16 

16 

Ladd  Furniture 

10  Vi 

18 

ource:  Market  Guide,  via  OneSource  Information  Services. 

The  Barra  All-US  price  index  as  of  12/22/93 


12-month  closeup 


2600 
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Market  value:  $5,067.7  billion 
P/E:  25.0 

2200      P/E  minus  negative  EPS:  17.5 
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,   Yield:  2.5% 
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Closeup  on  the  market 

Index  or  investment 

2-week  change 

%  change  from 
1  year  ago      5-year  high 

Barra  All-US  index 

-0.2  % 

1 

8.3  % 

-1.2% 

S&P/Barra  Growth  index1 

-0.6 

■ 

0.2 

-1.0 

S&P/Barra  Value  index 

1.1 

18.2 

0.0 

Dow  Jones  industrials 

0.7 

13.5 

-0.1 

S&P  500 

0.2 

J 

6.4 

-0.5 

NYSE 

0.1 

U 

7.1 

-0.9 

Nasdaq 

-1.5 

14.0 

-4.0 

Amex 

-1.3 

17.8 

-4.4 

EAFE3 

2.5 

II  267 

-7.8 

CRB  futures  index45 

0.6 

11.3 

-11.3 

Gold  (Comex  spot) 

0.6 

16.0 

-8.6 

Yen5(per$US) 

1.4 

-10.8 

-31.2 

Oil  (W  Texas  Intermediate) 

0.0 

-26.6 

-64.5 

The  best  and  worst  performing  stocks6 


2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Rowe  Furniture 

21  Vz 

51% 

$0.78 

Merry-Go-Round  Ent 

2Va 

-67% 

$0.46 

Healthsouth  Rehabilitation 

25  va 

29 

1.61 

Banyan  Systems 

14  5/8 

^13 

1.11 

First  Pacific  Networks 

11  Va 

29 

-0.69 

Gundle  Environmental  Sys 

63/4 

-36 

0.72 

WellCare  Management  Group 

20  Vz 

24 

NA 

Kurzweil  Applied  Intel 

13  Vz 

-34 

0.61 

Levitz  Furniture 

16V8 

24 

1.43 

Shoe  Carnival 

ll3/4 

-32 

0.74 

The  best  and  worst  performing  industry  factors6 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/92 

Worst 

change 

12/31/92 

Aerospace 

5.3% 

24.9% 

Photographic,  optical 

-16.5% 

43.1% 

Electronics 

4.2 

30.8 

Cosmetics 

-5.2 

8.3 

Forest  products 

4.1 

20.9 

Aluminum 

-4.8 

-9.7 

Construction 

4.0 

25.8 

Retail 

-4.3 

0.3 

Business  equipment 

3.7 

6.4 

Apparel,  textiles 

-3.8 

-23.6 

)ata  for  period  ending  12/22/93.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
arkets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
;s  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted 
if  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. "  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
lal  Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size, 
nd  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  GUSTAUO  LOMBO 


Foreign  vs.  U.S.  markets 

Developed  markets 

Emerging  markets 

$160 

Value  of  $100  invested  11/30/90 

Market 

Total  return2 
3  months   12  months 

P/E 

Total  return' 
3  months    12  months 

P/E 

W  buu 

Hong  Kong 

24% 

60% 

18 

International  Finance  Corporation  indexes 

1 

Malaysia 

23 

66 

33 

IFC  Investable3 

20% 

59% 

20 

/VA 

100  ^  v 

Switzerland 

10 

44 

19 

IFC  Global4 

19 

42 

22 

eafe' 

Singapore 

9 

37 

21 

Market 

Finland 

8 

64 

NM 

Pakistan 

48 

71 

29 

7n  jim   i 

Japan 

-21 

20 

64 

Philippines 

44 

69 

27 

'90  '91 

'92  '93 

Italy 

-19 

12 

NM 

Thailand 

40 

74 

22 

As  of  11/30/93: 

S&P  500:  EAFE: 

Spain 

-6 

21 

18 

Peru 

-12 

NA 

37 

P/E: 

22.6  31.4 

Yield: 

2.7%       2.1%  1 

France 

-3 

15 

25 

Greece 

-8 

20 

9 

Price/book: 

3.2         2.0  [ 

Sweden 

-2 

21 

NM 

Jordan 

1 

49 

17 

U.S.  investors  sent  money  overseas  in  torrents  last  year. 
Their  buying  and  the  anticipation  of  recession's  end 
boosted  returns  on  capital  invested  abroad.  For  the  first  1 1 
months  of  the  year  the  Morgan  Stanley  index  of  overseas 
stocks  shows  a  24%  total  return  to  U.S.  dollar  investors. 
That  compares  with  a  meager  8%  in  the  U.S.  market. 

Among  the  biggest  winners:  Malaysia  (up  74%),  Finland 
(up  73%)  and  Hong  Kong  (up  70%).  Finnish  stocks  were 
helped  by  a  weaker  currency,  falling  interest  rates  and 
improving  trade  with  the  former  Soviet  Union,  says 


Who's  hot 


Geoffrey  Dennis,  who  follows  stocks  in  emerging  markets 
at  Bear,  Stearns  &  Co. 

Matthew  Sippel,  a  New  York-based  vice  president  of] 
London  brokerage  Robert  Fleming  &  Co.,  says  stocks  in 
Malaysia  and  Hong  Kong  benefited  from  economic  ex- 
pansion and  earnings  growth.  Sippel  also  predicts  that  the, 
Hong  Kong  and  Malaysian  markets  will  rise  another  20% 
in  1994,  and  that  the  Japanese  market  will  rise  sharply  in 
the  second  half  of  the  year  as  the  outlook  for  1995  earnings 
improves  and  the  yen  moves  lower. 


Who's  not 


3-month 

3-month 

Company/country 

Business 

Price 

price 
change 

P/E 

Company/country 

Business 

Price 

price 
change 

P/E 

Multi-Purpose  Hldgs/Malaysia 

multicompany 

2>/2 

177% 

72 

Mitsubishi  Steel  Mfg/Japan 

metals,  steel 

35/8 

-50% 

39 

Landmarks/Malaysia 

leisure,  tourism 

23/4 

110 

74 

Hanwa/Japan 

trading 

8'/8 

-43 

58 

Hopewell  Hldgs/Hong  Kong 

real  estate 

1V8 

76 

19 

Ifil/ltaly 

multicompany 

25/8 

-42 

11 

Fernz/New  Zealand 

chemicals 

4% 

62 

33 

Club  Mediterranee/France 

leisure,  tourism 

54 

-28 

24 

Elan/Ireland 

health  care 

41 

47 

38 

Banco  Central  Hisp  Amer/Spain 

banking 

21% 

-27 

10  \ 

wmmmmmfmmimmmtmmmmmmmammmmmmmmmmmmmmmmmmmmmmBmmmmmmm 


Cheap  foreign  stocks 


mmmmmmmmmmmmKummmmmtmammmmmmit 


High-yielding  foreign  stocks 


Company/country 

Business  Price 

Earnings 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Banco  Santander/Spain 

banking  43V2 

$4.38 

10 

Union  Electrica/Spain 

utility 

3% 

8.7% 

11 

Telmex/Mexico 

telecommunications  23A 

0.27 

10 

Sime  Darby/Hong  Kong 

trading 

l5/8 

8.4 

12 

Wellcome/UK 

personal  care  93A 

0.72 

13 

Cross-Harbour  Tunnel/Hong 

Kong  public  svcs 

8.2 

15 

Unilever  NV/Netherlands 

consumer  prods    1 1 1 5/s 

7.55 

15 

Esso/France 

energy 

165% 

7.7 

7 

Ciba-Geigy/Switzerland 

chemicals          553  Vz 

34.81 

16 

Winsor/Hong  Kong 

textiles,  apparel 

l5/8 

6.6 

12  : 

Note:  All  data  for  period  ending  11/30/93.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  'Shows  price  return  on  the  EAFE  index  of  European,  Australian, 
New  Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  after 
subtracting  foreign  withholding  tax.  3lndex  of  stocks  available  to  foreign  investors.  "Index  of  stocks  available  to  foreign  and  domestic  investors.  NA:  Not  available.  NM:  Not 
meaningful.  Principal  source:  Morgan  Stanley  Capital  International  Perspective.  Emerging  markets  data  provided  by  International  Finance  Corporation. 
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GE  Capital  and  Forbes  magazine! 

present  the  2nd  annual 


■RebuildinjSn 


THE  PLAZA  HOTEL,  NEW  YORK  CITY,  JANUARY  19-21,  1994 

A  high-profile  conference  bringing  together  business,  government  and 
investment  leaders  to  address  the  opportunities  in  infrastructure 

development  and  renewal. 

Presented  In  Association  With 

GE  Capital :  GE  Capital  Transportation  & 
Industrial  Funding  •  Financial  Guaranty 
Insurance  Company  •  Kidder,  Peabody  and  GE 
Industrial  &  Power  Systems 
AND: 

American  International  Group  Inc. 

•  American  Water  Works  Service  Co.  Inc. 

•  Bechtel  Enterprises,  Inc.  •  The  CIT  Group 

•  Coopers  &  Lybrand  •  CS  First  Boston  • 
High-Point  •  King  &  Spalding  •  Pepper, 
Hamilton  &  Scheetz  •  Peterson  Consulting 
Limited  Partnership  •  Philadelphia  Electric 
Company/PECO  Energy  Company  •  Raytheon 
Engineers  &  Constructors  International 

•  Thelen,  Marrin,  Johnson  &  Bridges  •  United 
Infrastructure  Company  •  Willis  Corroon 


Created  In  Partnership  With  The 

National  Association  of  State  Development 
Agencies  •  Rebuild  America  Coalition  •  National 
League  of  Cities  •  U.S.  Conference  of  Mayors 


Key  Speakers  Include: 

John  D.  Carter,  President,  Bechtel  Enterprises,  Inc.  •  Robert  F. 
Cushman,  Partner,  Pepper,  Hamilton  &  Scheetz  •  Mortimer  Downey, 
Deputy  Secretary,  Department  of  Transportation  •  John  M.  Hennessy, 
Chairman,  CS  First  Boston  •  The  Honorable  James  B.  Hunt,  Jr., 
Governor,  North  Carolina,  Chairman,  North  Carolina  Global  Transpark 
•  The  Honorable  Maynard  Jackson,  Mayor  of  Atlanta,  Chairman,  The 
Rebuild  America  Coalition  •  The  Honorable  Richard  J.  Riordan,  Mayor, 
City  of  Los  Angeles  •  Peter  Stangl,  Chief  Executive,  Metropolitan 
Transportation  Authority  of  the  State  of  New  York  •  Donald  J.  Trump, 
President,  The  Trump  Organization  •  Gary  C.  Wendt,  President  and 
Chief  Executive  Officer,  GE  Capital 


PleaSe  Send  Information  OH!    □  attending  the  conference                                RB  6 

participating  as  a  sponsoring  company/organization 

Name 

Mail  To: 

Title 

Company 
Address 

City                                          State  Zip 
Phone  Fax 

CMC/Rebuilding  America 
200  Connecticut  Avenue 
Norwalk,CT  06856-4990 

Fax:      (203)  857-4075 
Phone:   (203)  852-0500 

[Ht rUWUS 

EDITED  BY  JASON  ZWEIG 


Can  you  get  brokers  to  sell  a  no-load 
mutual  fund?  Piper  Jaffray  has  come  close 
with  a  new  series  of  funds. 

Paying  the  Piper 


Some  investors  do  need  the  prod- 
ding and  advice  about  investment 
that  only  a  broker  can  give,  but  for 
many  people  the  sales  commission  on 
a  mutual  fund  is  just  money  down  the 
drain.  Most  loads  add  up  to  5%  to  8%, 
with  the  assessment  taking  the  form  of 
an  upfront  fee,  a  back-end  fee,  a  recur- 
rent "distribution"  or  "service"  fee, 
or  some  combination.  Attempts  by 
the  load-fund  industry  to  compete 
with  economical  no-load  funds  have 
taken  the  form  not  so  much  of  reduc- 
tions in  the  load  as  of  creative  ways  to 
hide  it. 

Is  there  no  way  to  compensate  bro- 
kers without  taking  such  a  big  bite  out 
of  the  investor's  capital?  There  is  at 
least  one  now.  The  Minneapolis- 
based  regional  brokerage,  Piper  Jaf- 
fray Cos.,  in  a  joint  venture  with 
Midland  Walwyn  of  Toronto,  is 
pushing  a  family  of  mutual  funds 
that  have  no  front-end  or  back-end 
sales  loads  and  reasonable  12b-l 
distribution  fees. 

The  six  Hercules  funds — one  for 
growth  and  income,  three  for  foreign 
stocks,  two  for  global  bonds — are 
mostly  managed  by  outside  invest- 
ment advisers,  including  Bankers 
Trust  and  Salomon  Brothers  Asset 
Management.  Since  their  launch  in 
December,  they  have  been  sold  simul- 
taneously in  the  U.S.  by  Piper  and  in 
Canada  by  Midland;  $97  million  has 
come  in  so  far. 

The  broker  gets  a  2%  commission, 
but  the  buyer  of  the  fund  doesn't 
pay  it.  The  commission  is  paid 
half  by  Piper  and  Midland,  half  by 
the  fund's  investment  adviser.  If 
the  seller  is  a  Piper  or  Midland 
broker,  some  of  the  commission  gets 
funneled  back  to  the  parent  company, 
since  brokers  typically  pocket  some- 
where between  a  third  and  a  half  of 
their  gross  commissions.  But  the 
funds  soon  will  be  sold  through  other 
regional  brokerages,  including  Ray- 


mond James  Financial,  Morgan  Kee 
gan  and  Wedbush  Morgan  Securities 
Piper  and  Midland  don't  get  any  o 
the  commissions  back  on  those  sales 
instead,  the  other  brokerage  firm 
split  the  commissions  with  the  selling 
brokers. 

For  sure  Piper  and  Midland  aren' 
in  business  for  charity;  they  hope  tc 
recover  their  outlays  via  annual  12b-] 
fees  of  0.25%  to  0.5%  and  manage 
ment  fees  levied  on  the  funds.  Bui 
they  have  no  guarantee  that  they  will 
succeed.  In  that  regard  the  Herculei 
funds  are  very  unlike  other  broker 
sold  funds  lacking  an  upfront  fee.  Thi 
typical  arrangement  there  is  to  hii 
fund  buyers  with  exit  fees  if  they  leave 
too  soon. 

What's  in  it  for  the  brokers — whc 
could  easily  have  sold  another  prod 
uct  with  a  4%  or  5%  commission 
They,  too,  get  a  piece  of  the  recurring 
annual  fee,  if  the  customers  are  happ^ 
and  stay  put.  Also:  They  have  a  chance 
at  selling  to  investors  who  think  4%  i: 
too  much. 

"We  feel  that  [broker- sold  funds 
will  have  to  change  over  the  next  few 
years  to  something  resembling  the 
no-load  concept,"  explains  Edwarc 
Kohler,  president  of  Piper  Capita 
Management.  "And  we'd  rather  leac 
than  follow." 

In  fact,  says  Kohler,  if  the  Hercule: 
funds  succeed,  Piper  might  convert  it! 
dozen  long-term  open-end  funds  (to 
tal  assets,  $3  billion),  which  now  carrj 
loads  of  1.5%  to  4%,  to  the  Hercule: 
structure. 

It's  definitely  a  step  forward.  Bui 
don't  kid  yourself  that  these  funds  are 
as  cheap  as  no-loads.  If,  for  example 
you  put  $10,000  in  Vanguard/Trus- 
tees'  Equity  Fund — Internationa 
Portfolio  and  get  a  5%  annual  return 
you  would  pay  a  little  under  $250  ir 
expenses  over  the  next  five  years.  Her- 
cules European  Value  would  cost  you 
about  $1,100.  -IZ.  'm 
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irtgage-backed  securities  are  a  $1.8  billion  market, 
t  most  investors  would  be  wise  to  steer  clear  of  it. 
ou  want  to  play,  consider  a  mutual  fund. 

Mortgage  man 


rth  Bruntjen  peers  quizzically 
le  annual  report  of  Managers  In- 
lediate  Mortgage  Fund,  one  of 
ral  bond  funds  that  he  runs  out  of 
x  Capital  Management  in  Minne- 
is.  A  visitor  has  asked  if  the  fund 
y  had  7.5%  of  net  assets  in  inverse 
:rfloaters,  a  wildly  volatile  mort- 
;-backed  derivative. 
[  didn't  think  we  owned  any," 
vch  Bruntjen.  Alia!  The  fund's 
odian  mistakenly  described  sever- 
lverse  floaters  as  inverse  super- 
:ers.  That's  a  bit  like  listing  Merck 
:iClone  Pharmaceuticals, 
[n  this  business,"  he  says,  "there 
:s  of  opportunity  if  you  can  under- 
d  the  terms.  But  these  are  lethal 
uments  in  the  hands  of  the 
lowing." 

runtjen  and  comanagers  Marijo> 
dstein  and  Marcy  Winson  certain-  o 
:em  to  be  among  the  knowing.  | 
:ulating  in  mortgage-backed  se-  f 
des,  over  the  past  five  years  Man- " 
s  Intermediate  Mortgage  has  re- 
ed a  compound  annual  13%  a 
,  three  points  ahead  of  the  average 
tgage  fund — and  with  only  aver- 
volatility. 

all  mortgage  securities  were  alike, 
e  would  be  little  that  any  fund 
ager  could  do  to  get  ahead  of  the 
;.  But  in  fact,  the  market  is  a  richly 
plicated  collection  of  derivative 
rities,  with  quirky  terms  and 
etimes  wacky  pricing.  So  far,  at 
,  Bruntjen's  team  has  figured  out 
to  capitalize  on  the  resulting 
iciencies. 

lortgage  pools  created  by  entities 
the  Federal  National  Mortgage 
>ciation,  or  Fannie  Mae,  are 
ed  up  by  Wall  Street  houses  into 
t  are  called  collateralized  mort- 
:  obligations.  CMOS  reshuffle  the 
cipal  and  interest  payments  so 
different  tranches,  or  slices,  of 
i  pool  get  their  money  back  at 
rent  rates. 


The  key  point  is  that  a  mortgage  is  a 
very  lopsided  bet  between  the  home- 
owner and  the  investor.  Borrowers 
get  to  decide  when  and  if  they  will 
refinance  their  homes,  and  of  course 
they  do  so  at  the  worst  possible  time 
for  investors — after  interest  rates  have 
fallen.  This  means  that  a  mortgage 
holder  who  thought  he  had  locked  in 
a  certain  rate  of  interest  finds  he  hasn't 
got  it  locked  in  at  all. 

There's  scarcely  any  credit  risk 
here,  but  that  doesn't  make  mortgage 
derivatives  safe.  It's  like  the  difference 
between  stocks  and  stock  options. 
Options  on  a  fairly  placid  stock  can 
lead  to  horrendous  losses.  In  the  case 
of  collateralized  mortgage  obliga- 
tions, risk  can  vary  all  over  the  place, 


depending  on  where  each  tranche 
stands.  Says  Bruntjen,  "In  October 
Fannie  Mae  priced  a  6.5%  issue  with 
130  tranches — and  I  can  guarantee 
you  the  buyer  of  every  single  tranche 
thinks  he  got  the  best  deal." 

In  a  sequential  carve-up,  the  last 
tranche  of  all,  often  called  a  Z-bond, 
pays  interest  in  additional  paper  until 
all  the  previous  tranches  are  paid  off; 
then  it  pays  interest  and  principal  in 
cash.  To  put  it  another  way:  The  Z 
holders  bear  the  brunt  of  the  unfair- 
ness in  the  bet  with  the  homeowners. 
In  recompense,  they  get  a  high  yield, 
roughly  10%  to  20%  nowadays.  That's 
tempting,  but  that  20%  can  quickly 
vanish  and  turn  into  losses.  You  can 
bet  that  retail  buyers  of  Z  tranches  are 
going  for  the  yield  without  any  real 
comprehension  of  the  downside. 

The  carve-up  masters  make  these 
financial  structures  more  complicated 
still.  One  common  trick  is  to  carve  a 
floating-rate  tranche  out  of  a  pool  of 
fixed-rate  mortgages.  To  counterbal- 
ance this  unnatural  tranche  they  must 
simultaneously  create  an  inverse  float- 
er whose  yields  go  in  the  opposite 
direction.  Roughly  speaking,  buying 
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Note:  Assumes  instantaneous  interest  rate  change,  current-coupon  collateral  and  "plain  vanilla"  or  basic  PAC  structures. 
Source:  Piper  Capital  Management 

Compare  the  volatility  of  mortgage  derivatives  with  the  Treasury  bill's  (third  from  left) 
and  the  long  Treasury's  (second  from  right).  Some  hop  while  others  really  jump. 
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an  inverse  floater  is  like  buying  long- 
term  bonds  on  margin.  Then  there  are 
superfloaters  and  inverse  super- 
floaters,  where  the  bets  are  amplified 
with  even  more  leverage. 

Most  CMO  floaters,  Bruntjen  says, 
are  bought  by  banks,  insurance  com- 
panies, thrifts  and  credit  unions  that 
need  to  match  their  adjustable-rate 
liabilities.  With  such  institutions  will- 
ing to  buy  large  amounts  of  floaters, 
the  inverse  floaters  tend  to  be  under- 
valued. So  Bruntjen,  taking  a  calculat- 
ed risk,  gobbles  them  up;  he  has  about 
24%  of  the  Managers  fund  in  inverse 
floaters.  What's  the  risk?  If  short-term 
interest  rates  climb  sharply,  the  value 
of  these  derivatives  will  be  hammered. 
Bruntjen  has  hedged  away  some  of 
this  risk,  but  not  all  of  it. 

Perhaps  the  wackiest  way  of  carving 
up  a  mortgage  pool  is  to  give  all  the 
interest  payments,  whenever  and  to 
whatever  extent  they  come  in,  to  in- 
vestor A,  and  all  the  principal  pay- 
ments to  investor  B.  During  an  epi- 
sode of  rampant  mortgage  refinanc- 
ing, investor  A  can  get  hosed.  A 
mortgage  pool  that  was  supposed  to 
be  handing  him  interest  checks  over 


30  years  is  pretty  well  burned  out  in  2 
years.  Last  year's  prepayment  boom 
caused  a  bloodbath  for  holders  of 
interest-only  cmos.  One  Fannie  Mae 
8.5%  io  returned  -45%  in  1993. 

Apart  from  the  risks,  the  trading 
costs  should  be  enough  to  scare  away 
all  but  the  most  foolhardy  retail  inves- 
tors. Even  among  institutions,  pricing 
mortgage  derivatives  is  like  trying  to 

"In  October  Fannie 
Mae  priced  a  6.5%  issue 
with  130  tranches — 
and  I  can  guarantee  you 
the  buyer  of  every  single 
tranche  thinks  he  got  the 
best  deal." 

catch  a  leaf  in  a  tornado.  One  recent 
day  Bruntjen  was  looking  to  unload  a 
$4  million  lot  of  Fannie  Mae  pos;  one 
Wall  Street  firm  bid  46,  another  bid 
61  and  a  third  bid  70. 

Like  every  investor  in  mortgage 
pools  and  pieces  of  mortgage  pools, 
Bruntjen  attempts  to  project  home- 
owner behavior  under  different  as- 


sumptions about  future  interest  rat 
changes.  But  the  recent  course  ( 
events  in  the  mortgage  market  is  s 
unprecedented  that  no  one  know 
what's  going  to  happen  next. 

Early  last  year  a  mortgage  banfcfl 
told  Bruntjen  that  his  firm  woul| 
refinance  an  insured  mortgage  wit 
no  points,  no  appraisal,  no  credit  his 
tory,  in  15  minutes  flat.  So  it's  n 
wonder  that  Bruntjen  says,  "We'v 
been  investing  as  though  every  mod 
gage  with  an  8%  or  higher  rate  will  b 
refinanced."  Foreseeing  a  prepav 
ment  bonanza,  in  early  1993  Brunt 
jen  invested  heavily  in  principal  onl 
paper  and  in  Z-bonds,  both  of  whic. 
have  done  well  in  that  particula 
environment. 

The  moral  here  is  plain:  If  a  broke 
tries  to  sell  you  a  CMO,  just  say  no-] 
these  things  are  simply  too  tricky  fo 
anyone  but  pros.  If  you  want  to  pla\j 
you're  probably  better  off  in  a  mort 
gage  fund,  paying  someone  else  tj 
figure  the  odds.  The  Managers  fund 
based  in  Norwalk,  Conn.,  has  rea 
sonable  annual  expenses  of  0.83% 
no  load,  and  a  $10,000  minimus 
investment.  -J.Z.  ■ 


A  PURE  NO-LOAD™  FUND 


With  this  Fund,  the  emerging  markets  of 
the  Far  East  are  not  so  far  away. " 

Scudder's  Pacific  Opportunities  Fund  gives  long-term  investors  easy  invest- 
ment access  to  some  of  the  world's  most  rapidly  growing  economies.  Invest 
in  the  emerging  financial  markets  of  China,  Malaysia,  Thailand,  Hong  Kong, 
Singapore,  Taiwan,  and  South  Korea,  among  other  attractive  opportuni- 
ties outside  of  Japan.  Scudder's  more  than  35  years  experience  invest- 

  ing  in  the  Pacific  Rim  can  help  reduce  the  risks  involved  such  as 

currency-exchange  and  share  price  fluctuation,  and  emerging 
,      market  volatility.  Call  today  for  a  free  information  kit  * 


Scudder  Pacific 
Opportunities  Fund 
1-800-225-2470  ext  6655 


SCUDDER 


America's  First 
Family  of  No-Load  Funds 


i  mance  is  historical  and  not  a  guarantee  of  future  results.  Investment  return  and  principal  value  fluctuate,  so  you  may  have  a  gain  or  a  loss  wh$ 
you  s(  II  v  i  »jt  shares.  A  2%  redemption  fee  is  payable  to  the  Fund  for  shares  held  less  than  one  year.  The  fee  may  be  modified.  The  free  kit  includes 
jrospectus  with  more  complete  information  on  management  fees  and  other  expenses.  Please  read  the  prospectus  carefully  before  you  invest  or  send  mona 


BUSINESS  STRATEGY 

HONEY  &  INVESTMENTS 


e  real  competition  in  the  world  today  is  for  capital, 
t  for  trade.  We  are  losing  that  competition. 

fating  with 
lollars 


JOHN  RUTLEDGE 


Rutledge  is  an  economist 
hairman  of  Rutledge  &  Co.,  a 
lant  bank  in  Greenwich,  Conn. 


[LE  THE  cameras  rolled  at  the  GATT 
ing  in  Geneva  last  month,  the  real 
v  was  in  Fontana,  Calif.  More  man 

Chinese  laborers  were  there  disas- 
bling  the  entire  Kaiser  Steel  works 
a  gigantic  Lego  creation  in  reverse. 
y  plan  to  pack  it  in  crates  and  ship  it 
:  to  China,  where  it  will  produce 

to  feed  the  insatiable  Chinese  dou- 
digit  economic  growth  machine, 
osing  factories  and  other  tools  has 
same  effect  on  U.S.  workers  as 
lg  his  pipe  wrench  would  have  on 
Limber — it  makes  us  less  produc- 

Oh,  sure,  a  combination  of  high 
s  and  environmental  restrictions 
:  the  Kaiser  operation  down  a 
ide  ago,  but  the  loss  of  the  mill  is  a 
hty  symbol.  It  points  to  a  basic 
:rence  between  the  attitude  to- 
i  capital  in  China,  where  they  will 
o  great  lengths  to  acquire  it,  and 
le  U.S.,  where  we  do  our  best  to 
e  it  out  of  business  through  in- 
sed  taxes  and  regulations, 
my  is  this  more  important  than 
r?  Because  our  government  still 
.s  at  international  trade  and  global 
ipetition  in  terms  of  finished-prod  - 
markets,  and  pursues  agreements 
gned  to  open  foreign  markets  to 
exports.  Increasingly,  however,  we 


live  in  a  world  where  the  real  competi- 
tion is  for  capital,  not  products. 

Yes,  GATT  is  good  news.  Freer  trade 
means  that  world  output,  efficiency 
and  employment  will  be  rising  faster 
than  otiierwise.  But  it  doesn't  tell  us 
who  will  be  producing  these  good 
things.  In  a  world  where  capital  is 
completely  mobile,  and  inexpensive  to 
move,  money  and  machines  will  go 
where  they  get  the  best  deal — period. 
The  countries  that  get  the  capital  get 
the  rising  productivity  that  capital 
brings,  and  with  it,  the  higher  incomes. 

So,  if  we  are  not  careful,  we  could 
find  ourselves  in  the  position  of  hav- 
ing rising  manufacturing  exports,  as 
world  markets  are  opened,  but  falling 
incomes  and  productivity. 

Recent  financial  flows  show  this  to 
be  more  than  an  idle  worry.  Although 
mutual  fund  inflows  are  continuing  at  a 
near-record  pace,  investors  are  increas- 
ingly directing  their  money  into  inter- 
national and  global  funds  to  take  ad- 
vantage of  the  high  returns  and  hospi- 
table climate  to  capital  owners  in  the 
fast-growing  countries  of  Latin  Ameri- 
ca and  the  Far  East.  In  late  1993, 
foreign  markets  including  Mexico  (up 
40%),  Hong  Kong  (97%),  Taiwan 
(47%),  Singapore  (54%)  and  the  Philip- 
pines (108%)  had  left  the  S&P  500 
(6.9%)  in  the  dust.  U.S.  investors  pur- 
chased a  record  $45.3  billion  in  foreign 
securities  in  the  third  quarter.  This 
investment  is  in  good  part  a  vote  of  no 
confidence  in  punitive  domestic  eco- 
nomic policies.  These  faulty  policies 
include  higher  payroll  taxes,  manda- 
tor)' health  care  costs  to  businesses  and 
increased  regulatory  costs,  all  of  which 
make  investment  here  less  profitable 
than  it  would  odierwise  be. 

No  country  can  remain  a  rich  coun- 
try for  long  if  it  cannot  hang  on 
to  the  tools  it  uses  to  produce- 


goods  and  services.  Not  even  ours. 

There  is  no  question  that  the  U.S. 
economy  is  growing.  And  as  the 
12.7%  jump  in  October  consumer 
credit  and  the  recent  ten-point  jump 
in  consumer  confidence  show,  con- 
sumers are  starting  to  believe  it.  Read- 
ing these  figures,  investors  pushed 
gold,  silver,  copper,  lead  and  alumi- 
num prices  and  a  number  of  cyclical 
commodity-producing  stocks  higher. 

But  my  advice  is:  Don't  climb  too  far 
out  on  this  recovery/inflation  limb  just 
yet.  People  will  feel  the  full  brunt  of  the 
Clinton  tax  increases  in  1994,  on  top  of 
the  first  installment  payment  on  dieir 
delayed  1993  tax  increase.  To  die  ex- 
tent that  taxpayers  are  accelerating  in- 
comes into  1993  to  avoid  higher  tax 
rates  next  year,  the  1994  growth  rate 
will  suffer.  Add  the  new  payroll  taxes  to 
pay  for  the  health  care  program  and 
whatever  Congress  cooks  up  to  make 
up  for  the  $10  billion  in  import  duties 
it  will  lose  because  of  gatt,  and  you 
could  see  animal  spirits  dampen  some- 
what as  we  enter  the  new  year. 

All  in  all,  I  still  think  we  will  see 
3%  growth,  or  about  half  the  amount 
for  a  normal  recovery,  this  year. 

Without  strong  growth,  and  with 
capital  owners  increasingly  sending 
their  money  abroad,  inflation  is  go- 
ing to  stay  very  low.  Producer  prices 
in  November  didn't  increase  at  all, 
and  rose  by  only  three -tenths  of  1%  in 
the  past  year.  November  consumer 
prices  were  up  by  only  0.2%.  Neither 
will  rise  by  much  more  than  2%  in 
the  year  ahead. 

But  die  real  governor  on  die  recov- 
ery is  weak  income  growth.  True,  No- 
vember payroll  employment  was  up  by 
208,000  jobs.  But  major  employment 
reductions  were  announced  the  same 
week  bv  Xerox  (10,000),  RJ.  Reyn- 
olds (6,000)  and  Eli  Lilly  (2,500). 
Faced  with  weak  top-line  sales  growdi 
and  increased  pressure  for  returns  from 
shareholders,  managers  have  little 
choice.  They  must  continue  to  focus 
on  taking  out  overhead  expenses,  and 
tiiis  means  white-collar  jobs.  So  far,  die 
recovery  has  been  fueled  by  housing 
and  debt-financed  consumer  durable 
purchases.  Both  are  vulnerable  to  a 
weak  job  market. 

Until  we  learn  how  to  compete 
for  capital  in  the  world  market, 
I  would  avoid  making  big  bets  on 
U.S.  grow  th.  m 
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Looking  back  at  my  advice  of  early  last  year,  I  made  some  good  picks  and 
some  bum  ones.  What  should  you  do  if  you're  stuck  with  the  bad  ones? 

Nolo  contendere 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


READER  Charles  Lipshitz  of  Skokie, 
111.  nailed  me  last  May.  How  could  I 
be  so  dumb,  he  asked,  as  to  recom- 
mend Amdahl  at  8  in  my  Feb.  15 
column  shortly  before  it  dropped  to 
5?  The  answer  is  simple:  I  was  wrong. 

Each  year  for  ten  years  I  have  writ- 
ten about  14  columns  and  picked 
about  50  specific  stocks.  My  overall 
Forbes  record  is  good  but  certainly 
not  perfect.  I  make  bad  picks.  I'll 
make  others.  I  hope  each  time  to  learn 
from  my  mistakes. 

As  Mr.  Lipshitz  wrote,  Amdahl (6) 
cratered  right  behind  me.  It  was 
cheap,  but  I  didn't  see  the  impact 
Europe's  receding  economy  would 
have  on  its  mainframe  computer 
sales — further  worsened  by  a  very 
strong  dollar.  Mainframes  sell  with 
the  hair-trigger  economic  sensitivity 
of  any  other  big-ticket  capital  good. 
With  a  bit  of  a  time  lag  they  are  very 
heavy  overreactors  to  economic 
swings.  I  should  have  seen  this  com- 
ing at  me — and  you — but  I  didn't. 

Okay,  so  what  do  you  do  if  you  own 
Amdahl?  Hold  on.  It  sells  at  35%  of 
book  value  and  85%  of  annual  sales. 
Despite  its  current  losses,  its  balance 
sheet  is  quite  strong.  With  time,  sales 
and  earnings  should  rebound.  I  still 
think  it  can  earn  more  than  $1  per 
share  in  a  few  years. 

None  of  my  readers  wrote  to  chide 


me  on  an  even  bigger  blooper.  Ameri- 
can Maize-Products  (16)  fell  30%, 
from  23  (also  cited  on  Feb.  15).  I 
thought  American  Maize  would  be- 
taken over,  and  it  still  may  be.  I 
thought  it  would  do  well  if  it  weren't 
taken  over;  it  sure  hasn't. 

This  firm's  main  product  line  is 
high-fructose  corn  syrup,  which  is 
heavily  dependent  on  the  demand  for 
soft  drinks.  It  has  suffered  very  weak 
pricing,  killing  its  sales  and  earnings. 
Here,  too,  hang  on.  Fine  firm.  Good 
cash  flow.  Cheap  at  75%  of  book 
value,  30%  of  sales,  a  P/E  of  15  on 
depressed  earnings,  and  a  4%  dividend 
yield.  In  the  long  term  it  is  a  play  on 
the  growth  of  Coke  and  Pepsi.  Its 
second  product  area,  tobacco,  is  also 
timely,  as  I  discussed  in  my  Oct.  25 
column.  Obviously  it  will  take  longer 
than  I  thought,  but  American  Maize's 
stock  still  has  big  potential. 

Having  confessed  my  bloopers, 
may  I  point  out  some  of  my  winners? 
Despite  these  two  major  strikeouts, 
gains  from  my  winners  were  big 
enough  that  my  overall  first-quarter 
average  stock  pick  was  up  27%  by  Dec. 
15.  The  time-weighted  average  of  my 
first-quarter  recommendations  was 
up  even  more — an  impressive  32.5%, 
easily  beating  the  S&P  500  or  any 
other  stock  index.  Among  those  11 
stocks  were  Amax,  which  was  taken 
over  in  November  for  24 — up  35%; 
Blount  (26— cited  at  14— up  86%); 
cdi  Corp.  (12 — cited  at  9— up  33%); 
Comdisco  (18 — cited  at  14 — up  30%); 
Commercial  Metals  (36 — cited  at 
27— up  33%);  and  M/A-Com  (8— 
cited  at  4— up  100%). 

The  only  one  of  these  that  seems 
cheap  enough  to  me  to  buy  now  is 
Comdisco.  I  wouldn't  necessarily  sell 
the  others  and  pay  the  capital  gains 
tax — they  just  seem  to  me  to  be  fairly 
priced  now  and  unlikely  to  do  a  lot 
better  than  the  market  as  a  whole.  But 
Comdisco  is  still  a  buy.  It  sells  just 


above  book  value  and  at  34%  of  i 
annual  sales.  It  is  about  9  times  n: 
estimate  for  1994  earnings.  And  fina 
ly,  it  sells  for  1  times  annual  depreciJ 
tion;  very  few  stocks  sell  that  cheapli 
The  same  forces  that  will  come  bac 
to  aid  Amdahl — a  pickup  in  computt 
sales  tied  to  an  economic  upturn- 
will  also  help  here. 

Another  stock  from  my  first-quai 
ter  1993  list  that  I  still  like  a  lot 
Continental  Corp.  (28).  It  is  up  onl 
about  6%  since  I  recommended  it  an 
was  too  cheap  by  half  then.  This  is 
broad-based  insurer  selling  below  in 
dustry  multiples  at  a  time  the  industr 
is  selling  too  cheaply.  It  sells  for  72! 
of  book  value,  12  times  earnings,  30' 
of  annual  sales  and  sports  a  nice  3.6^ 
dividend  yield.  I  think  earnings  wi 
double  in  a  few  years  and  the  stock  wi 
be  north  of  60. 

Ameron  (37)  is  up  only  10%  since 
recommended  it,  and  1994  should  b 
its  year.  Earnings  should  come  alon 
nicely  in  both  its  major  areas:  coating 
and  nonresidential  piping. 

Its  fiberglass  piping  is  the  righ 
product  at  the  right  time.  Its  stoc 
hasn't  been,  and  still  sells  at  bool 
value,  32%  of  annual  sales,  and  li 
times  1994  earnings,  with  a  3.51; 
dividend  yield.  Ameron  should  ean 
about  $12  million  this  year  but  couli 
earn  $25  million  in  a  few  years.  Val 
ued  at  only  $140  million,  the  stoc 
could  easily  join  Continental  at  60. 

Since  I  am  in  a  confessional  mood 
let  me  note  that,  while  my  first-quar 
ter  picks  were  good  on  the  whole,  m 
second -quarter  picks  were  much  les 
so;  I'll  address  that  in  a  subsequen 
column.  But  even  with  that,  a  ba< 
quarter  and  all,  overall  for  the  first  hal 
I  did  okay,  with  a  14%  average  returi 
and  a  22%  time- weighted  return. 

So  forgive  me  my  transgressions 
They  are  part  of  the  game.  And  I  try  t< 
learn  from  each,  so  as  not  to  make  th 
same  kind  of  mistake  twice.  ■ 
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YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
quaint,  as  secluded  as  any  undiscovered  island, 
icala,  a  Forbes  Magazine  South  Pacific  Property  - 
perfect  island  resort. 

ijoy  our  spectacular  sun-drenched  beaches  in  all 
ir  secluded  beauty.  This  pristine  paradise  offers  the 
mmm        mam  world's  finest 

scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
3lay  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

>ple  who  want  the  ultimate  vacation  experience  - 
finest  amenities  without  the  formalities.  Go  deep 
fishing  on  board  the  island's  private  fishing  boat.  If 
i  wish,  our  master  chef  will  prepare  your  catch  for  ; 
ir  dining  pleasure.  Dive  in  azure  waters,  world 
owned  for  the  beauty  and  abundance  of  their 
oical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 


Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  1  LAI 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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WALL  STREET  IRREGULAR 

MONEY  &  INVESTMENTS 


Do  you  feel  you  need  a  hedge,  what  with  the  market 
as  high  as  it  is?  Here  are  some  suggestions. 

A  walk  on  the 
short  side 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 


Newsletters  (Dearborn  Financial  Publishing). 


One  of  the  investment  letter  indus- 
try's nobler  characteristics  is  its  will- 
ingness to  come  right  out  and  recom- 
mend that  a  stock  be  sold.  This  is  a 
significant  contrast  to  the  research 
departments  of  brokerage  houses. 
Brokers  are  reluctant  to  say  anything 
negative  about  a  company,  or — God 
forbid — to  actually  recommend  sell- 
ing a  stock  short.  The  worst  that  they 
seem  able  to  bring  themselves  to  say 
about  a  stock  is  that  it  is  a  "hold." 

A  growing  number  of  investment 
letters  now  regularly  offer  short-sale 
candidates.  A  couple  of  these  letters 
have  done  very  well  with  their  shorts, 
even  in  a  continuing  bull  market. 

Measuring  letters'  abilities  at  tim- 
ing sales  is  trickier  than  following 
their  model  portfolios — which  is  what 
the  Hulbert  Financial  Digest  normal- 
ly does.  This  is  because  these  letters'1 
portfolios  often  include  longs  as  well 
as  shorts,  and  because  they  are  some- 
times more  heavily  invested  on  the 
short  side  than  at  other  times. 

To  get  a  pure  reading  on  short-sale 
recommendations,  1  constructed  for 
each  letter  a  special  bear  portfolio.  At 
the  beginning  of  each  year  it  sold 


short  and  covered  12  months  later.  I 
repeated  this  for  each  of  the  last  five 
years,  including,  in  all,  1,100  stocks. 

The  results:  The  investment  letter 
with  the  best  record  on  the  short  side 
is  the  Zweig  Performance  Ratings  Re- 
port, edited  by  Martin  Zweig.  This  is 
primarily  a  stock  screening  sendee 
that  segregates  the  entire  universe  of 
stocks  into  nine  categories  from 
Group  1  (the  best  bets  for  perfor- 
mance over  the  next  6  to  12  months) 
to  Group  9  (the  worst).  Out  of  the 
several  hundred  stocks  that  are  at  the 
bottom,  Zweig  cherry-picks  a  few 
that  he  recommends  be  sold  short. 

How  did  they  do?  No  surprise  that 
his  shorts  failed  to  make  money  in 
what  has  been  a  rip-roaring  bull  mar- 
ket. However,  I  calculate  that  as  short 
sales  they  did  28.5%  per  year  better 
over  the  last  five  years  than  simply 
shorting  the  market  itself.  Stocks  that 
underperform  by  this  much  will  be  a 
gold  mine  in  a  bear  market. 

But  even  in  a  bull  market  they  can 
be  a  source  of  profit.  How?  Just  use 
the  classic  hedge  fund  technique: 
Construct  a  portfolio  that  is  hedged 
half  and  half  between  stocks  held  long 
and  sold  short.  So  long  as  the  stocks 
sold  short  go  up  in  price  by  less  than 
the  stocks  held  long,  then  such  a 
hedged  portfolio  will  show  a  profit. 
But  the  real  benefit  of  a  hedged  port- 
folio is  that  it  can  show  a  profit  in  any 
kind  of  market — bull,  bear  or  fiat — so 
long  as  the  stocks  sold  short  do  worse 
than  those  held  long. 

That  at  least  seems  to  be  the  secret 
of  the  overall  success  of  the  Zweig 
Performance  Ratings  Report,  which 
recommends  longs  as  well  as  shorts. 
While  it  is  not  as  well  known  as 
Zweig's  other  service  (the  Zweig  Fore- 
cast), it  has  just  as  good  a  record.  And 


the  Zweig  Performance  Ratings  B 
port  is  the  easier  of  the  two  for  ma| 
individual  investors  to  follow: 
doesn't  have  a  telephone  hotline,  ai 
unlike  the  Zweig  Forecast,  it  doesi 
recommend  futures  or  options. 

Not  quite  as  good  a  source  of  sh< 
sales:  the  Value  Line  Investment  Sii 
vey.  Like  the  Zweig  Performance  Rc 
ings  Service,  this  letter  screens  a  lar 
number  of  stocks  into  various  categ 
ries.  Its  Group  1  stocks — its  higlu 
category — have  performed  w 
enough  to  earn  Value  Line  top  horn 
in  the  hfd  for  performance  sin 
1980.  But  over  the  last  several  yea 
Value  Line's  Group  5 — its  lowest  d 
egory — have  not  done  particulai 
well.  Over  several  significant  perio 
recently,  in  fact,  Value  Line's  Group 
stocks  have  appreciated  by  more  th 
the  market  itself.  As  a  result,  over  tl 
last  five  years  on  average,  Value  Lint 
Group  5  stocks  have  underperform 
the  market  by  just  1.1%  per  year  < 
average — better  than  many  other  k 
ters  but  not  as  good  as  the  Zii^ 
Performance  Ratings  Report. 

What  about  the  one  investme 
letter  I  track  that  does  nothing  b 
recommend  short  sales — the  Ovt 
priced  Stock  Service}  Following  i 
model  portfolio  over  the  last  sevei 
years  would  have  been  extremely  ha 
ardous  to  your  wealth:  According 
the  hfd,  its  model  portfolio  is  dov 
86.7%  since  the  beginning  of  1990, 
contrast  to  a  50%  gain  for  the  Wilshi 
5000's  total  return. 

Which  short  sales  are  the  successf 
investment  letters  currently  recOr 
mending?  Here  are  the  three  shoi 
most  recently  recommended  by  tl 
Zweig  Performance  Ratings  Rcpo> 
Campbell  Soup  (recent  price  42,  tl 
diversified  food  company);  Circ 
Circus  (36,  the  casino);  and  Kelloi 
(58,  another  food  company). 

Interestingly,  none  of  these  thr 
stocks  currently  is  in  Value  Lint 
Group  5.  The  three  most  recent  adc 
tions  to  this  bottom-ranked  Val, 
Line  category  are  Amerada  Hess  (4 
the  petroleum  company);  Cornir 
(27,  which  manufactures  electric 
equipment);  and  Savannah  Fooi 
(13,  a  food  processor). 

But  remember:  The  safest  way 
take  advantage  of  these  short-sale  ide 
is  to  use  them  in  a  portfolio  that 
hedged  part  long  and  part  short.  I 
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FOREIGN  EXCHANGE 

MONEY  a  INHESTMEHIS 


going  to  be  a  tough  year  for  the  Germans,  and  that  doesn't  bode  well  for  the 
utsche  mark.  The  Bundesbank  has  been  fighting  the  wrong  war. 


j loom  on 
he  Rhine 


ANDREW  J.  KRIEGER 


iw  J.  Krieger  is  managing  director 
Currency  Advisors,  Inc., 
ign  currency  investment  management 
edging/overlay  firm 
in  Englewood  Cliffs,  N.J. 
author  of  The  Money  Bazaar. 


discussed  in  my  Jan.  3  column, 
d  U.S.  economic  data  have  not  yet 
1  sufficient  to  take  the  dollar  high- 
:rsus  the  deutsche  mark.  Not  yet, 
is.  The  currency  markets  are  not 
cting  the  huge  disparities  be- 
:n  their  respective  economies,  but 
sures  for  a  higher  dollar  during 
course  of  1994  are  building, 
le  the  U.S.  continues  its  modest 
very,  conditions  in  Germany  are 
sening  on  several  levels.  In  fact, 
many  is  undergoing  adjustments 
bear  the  seed  of  potentially  un- 
nining  future  investment  in  the 
itry,  and  perhaps  putting  the  so- 
and  political  fabric  of  the  nation 
er  tremendous  stress, 
[any  German  corporations  are 
■  going  through  a  painful,  expen- 
restructuring  process  in  which 
Joyees  are  being  laid  off.  Ger- 
:  industry  is  burdened  by  ex- 
lely  high  costs,  and  capital  in- 
ment  is  contracting  at  a  signifi- 
rate  now  that  the  huge  surge  in 
land  from  reunification  has  ta- 
d  off.  Reunification  was  a  one- 
;  shot  in  the  arm,  but  it  is  still 


hurting  future  economic  prospects. 

Meanwhile,  domestic  demand  will 
be  further  subdued  by  higher  tax- 
ation, the  strong  deutsche  mark  and 
the  general  weakness  in  the  other 
European  economies.  Seventy  per- 
cent of  Germany's  exports  are  sold 
into  Europe,  and  38%  of  the  German 
economy  is  export-based,  so  soft  ex- 
port markets  are  a  very  serious  prob- 
lem for  Germany.  This  economic 
dampening  should  facilitate  further 
easings  by  the  Bundesbank,  but  the 
Bundesbank  has  other  constraints 
that  may  slow  down  or  delay  parts  of 
this  process. 

In  particular,  rising  unemployment 
and  social  benefits,  coupled  with  lower 
governmental  revenues,  will  tend  to 
increase  the  fiscal  deficit  and  delay  or 
slow  the  pace  of  the  central  bank's 
interest  rate  cuts.  Added  to  this  is  the 
fact  that  only  a  small  portion  of  the  vast 
sums  of  money  that  have  been  poured 
into  the  German  economy  have  ended 
up  increasing  productivity.  This  means 
that  a  solid  foundation  for  long-term 
growth  has  not  been  built. 

Germany  must  effectively  address 
the  problem  of  rising  unemployment, 
large  governmental  and  current  ac- 
count deficits,  and  high-cost  produc- 
tion to  avert  growing  social  and  politi- 
cal unrest.  To  do  this,  the  Bundes- 
bank must  maintain  the  support  of  the 
bulk  of  the  population.  The  support 
for  measures  that  put  inflation  control 
over  economic  growth  has  been  solid 
so  far  because  of  the  traumatic  experi- 
ence and  the  subsequent  repercus- 
sions of  the  nation's  hyperinflation  in 
the  1920s.  The  world,  however,  is  a 
very  different  place  now,  and  the  cor- 
ollary condition,  runaway  deflation,  is 
becoming  an  increasingly  real  threat. 

It  is  hard  to  fathom  an  economic 
condition  more  insidious,  more  de- 


bilitating than  hyperinflation — ex- 
cept perhaps  for  hyperdeflation.  Ger- 
many must  come  to  grips  with  the  fact 
that  its  present  problems  are  of  a 
distinctly  different  nature  from  those 
of  the  Weimar  Republic. 

Germany's  current  mix  of  low 
growth  and  high  inflation  is  a  conse- 
quence of  the  present  government 
policies  and  could  have  been  largely 
avoided  if  reunification  had  been  han- 
dled differently.  The  government  was 
far  too  generous  in  its  establishment 
of  the  terms  of  the  reunification,  and 
the  Bundesbank  was  forced  to  offset 
the  lax  government  policies  with  very 
restrictive  monetary  policies. 

This  odd  policy  mix  created  a  vicious 
circle.  High  German  interest  rates  at- 
tracted tremendous  amounts  of  capital 
into  short-term  deposits,  which  in  turn 
distorted  the  monetary  aggregates 
upon  which  it  based  its  policies.  The 
high  domestic  interest  rates  also  led  to 
an  overvaluation  of  the  deutsche  mark 
and  subsequent  central  bank  interven- 
tions, which  still  further  bloated  the 
monetary  numbers.  Thus,  the  Bundes- 
bank's tight  monetary  policy  became 
self-reinforcing. 

What  is  happening  in  Russia  doesn't 
help,  either.  Vladimir  Zhirinovsky 
has  promised  to  restore  Russian  great- 
ness through  military  expansion,  and 
he  has  expressed  a  complete  willing- 
ness to  resort  to  international  black- 
mail in  order  to  achieve  his  ends.  It 
is  possible  that  his  political  base 
will  be  weakened  or  damaged,  but  if 
the  economic  deterioration  in  Russia 
continues  to  accelerate,  it  would  only 
be  a  matter  of  time  before  another 
leader  with  dangerous,  desperate  pol- 
icies re-emerged. 

The  deutsche  mark's  prospects  look 
very  poor.  There  is  no  easy  cure  for  its 
many  problems.  OB 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


FORBES  BINDERS 


5,059% 
growth 


■Special  Trial  Offer- 


Fortune  Teller 


Value  Line 
No.1 


406%  growth 


ctnrkc    ■  NYSE 
MUOKb    ■  Composite 


262%  growth 


price  appreciation  1965-1992 


Value  Line.  Just  $55 

Value  Line  is  renowned  for  its  ability  to  predict  which  stocks  will  outperform  market  averages.  This 
graph  shows  the  profits  from  once-a-year  portfolio  updates  using  our  famous  ranking  system.  More 
frequent  updates  did  even  better.  With  this  trial  you  get  our  2.000-paae  stock-library.  10  weeks  of 
our  subscription  service,  the  '94  JK  Lasser  Tax  Guide  ($14  retail)  with  hundreds  of  money-saving 
tips  and  a  24-hour  tax-helpline.  Or,  subscribe  now  for  1  year  for  $525  and  also  get  our  $80  stock 
calculator,  free,  with  specialty  keys  for  P/E  ratios,  dividends,  yields  and  more.  Allow  4  weeks.  NY 
residents  add  tax.  Trial  good  once  every  3  years  per  household.  30-day  money-back  guarantee. 
★★Ranked  No.1  by  Hulbert  for  long-term  performance.** 

Call  1  800  833  0046,  ext.  2903,  dept.616J17  to  place  a  credit-card  order 
 The  Value  Line  Investment  Survey,  711  3rd  Avenue,  NY,  NY  100174064  


BUSINESS  OPPORTUNITIES 


TELECOMMUNICATIONS 

An  entire  new  field  of  opportu- 
nities has  opened  for  people 
with  vision. 

•  SMR  equity  build-outs 

•  PCS  bidding  syndicates 
$16,000  risk  capital  required 
IRA  &  self  directed  pension 
plan  qualified  For  more  info: 

1-800-760-8880 


FREE  -  Of  the  nation's 
COPY  #1  investment  Letter 


Informed  investors  read  the 
Dick  Davis  Digest  to  get  stock 
picks  &  market  analysis  from 
top  industry  leaders. 

Brokers  insist  on  it. 
Serious  investors  swear  by  it. 
Call  for  your  free  issue  today! 
1-800-654-1514  ext.  11 60 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

TMuuurv    Call/Wr,,e  'or  FREE  KIT: 


P.O.  Box  484-FB 
Wilmington,  DE  19899 


800-321 -CORP  ■  302-652-6532 


$  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Relail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


SHARING 


IS  CARING 


Free  Video  By 
Top  TV  Star 
Reveals  An 
Amazing  New 
Way  To  Make 
$150,000+ 
Per  Year! 


We're  looking  for  partners  to 
operate  a  unique  financially  ori- 
ented service  business  in  their 
own  city.  Almost  no  competition 
in  a  multi-billion  dollar  market. 
Can  be  operated  from  your  home 
office  with  a  personal  computer. 
Candidates  must  be  bondable, 
have  outstanding  references, 
good  communication  skills  and 
$12,000  start-up  capital.  No  sell- 
ing required.  Begin  part-time  or 
full-time.  For  more  information 
and  a  free  videotape  hosted 
by  our  national  spokesman 
ROBERT  WAGNER,  call  my  sec- 
retary (her  name  is  Lisa  Morgan) 
Toll  Free:  (800)  442-3390, 
Mon.-Fri.,  9AM-5PM  CST. 
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Brilliant 
Acquisition. 

Take  the  first  step 
towards  making  your 
dream  home  a  reality  by 
sending  tor  a  Lindal 
Cedar  Homes  Planbook. 
It's  240  pages  filled  with 
over  500  color  photo- 
graphs, custom  plans, 
planning  grids,  even  de- 
sign tips.  To  order  your 
copy,  simply  send  $15 
(plus  $3  shipping)  or  call 
toll  free.  Add  our  video 
for  an  additional  $10. 

ALindal  Cedar  Homes 

1-800-426-0536 


PO  Box 24426,  Dept.  DEI, 
Seattle,  WA  98124. 
10880  Dyke  Road,  Dept  LZi , 
Surrey,  B.C.,  Canada  V3V  7P4 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 
Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing-Stop  SM 
Washington,  DC  20401 


CASE 


SAVE  YOUR  COPIES  OF  FORBE 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  trom  dam- 
age They  hold  about  halt  a 
year  s  issues  Made  trom  re- 
inforced board  covered  with 
leather-like  material  in 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods  8IHDE 
Cases:  1  $7  95    3-S21  95    6-$39  95 
Binders  1  $9  95    3-S27  95    6-$52  95 
ORDER  FROM  Jesse  Jones  Industries  Dept 
499  East  Erie  Ave    Phila .  PA  19134  Enci 
name  address  (no  P  O  Box)  &  payment  Add  $1 
unit  lor  PSH  Outside  USA  $2  50  per  unit  (U  S  lu 
only)  Pa  residents  add  6%  sales  ta*  Credit  c 
orders  call  1-800-825-669U!mm  $15)  Please  a 
4  to  6  weeks  tor  delivery  Satisfaction  Guarante 
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EDUCATIONAL  SERVICES 


University  Degrees 


Sett  Paced     Horn*  Study 
Associate  Bachelor  Master  Doctc 

Business  Admin,  Psychology,  Finance, 
Tech  Mgmt,  Law,  Paralegal,  xpjsss-^ 
Int'l  Business,  Health  Care,  F^T^l 
Human  Resources  Admin  air^^S! 

(800)477-2254  (24  hrs)  V^W'j 
Southern  California  University  ^Sijjjj^ 
202  Fashton-F,  Tustin,  CA  92660 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  D0CT0RAT! 

For  Work.  Lite  and  Ataoen 
Eiporitnea  •  No  Clastrooi 
Attendance  Required 
1-800-423-3244 
FAX  (310)471-6451 
or  tend  detailed  resume 
for  Free  Evaluation 

Pacific  Western  University 

600  N  Stpuivefla  jjgj  Dept  '85  Los  Angetfs  CA  900* 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work/life  exp.  •  Accreoitei 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Slidell,  LA  70459-2000 


CONTRIBUTIONS 


CONTRIBUTIONS  NEEDEI 

Korean  Methodist  Church  and  Institute.  New  Y 
City,  needs  to  raise  $6  million  for  her  buildi 

fund.  She  raised  only  $2  million.  We  enjo; 
freedom  of  worship  in  America.  Welcome  gi 
Matching  Funds.  Wills.  Annuities.  Memoria 

Life  insurance.  Real  estates.  Please  reply  I 
633  W.  1 15  St.  NY,  NY  10025  (  212)  662-14: 
(516)931-1067  Fax (212)  662-9696 


PRESENTATION  EQUIPMENT 


GOLF  VACATIONS 


EXECUTIVE  GIFTS 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 

•  1  Year  Warranty  •  <  5mW  Power  \ 

•  Range  up  to  1 00  yds. 

•  2  AW  Batteries  Included 


P.O.  Box  2712,  San  Ramon,  CA  94583 


TOLL  FREE  800-291-5511  DEPT.  8 


VOICE  MAIL 
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MUT^MOim 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under $300. 


Voice  Mail 
Call  Processing 
Fax-on-Demand 

1-800-947-4884 

Demo  (S10)  S22  J800 
,      FAX  (510)  522-5556 


TALKING  TECHNOLOGY.  INC 


Prices  subject  to  change  without  notice 


CapitalistTbol 

E  WHO  OWN 
S  BUSINESS 


Great  Golf  Getaway 
On  Hilton  Head  Island 

Escape  to  an  island  paradise  for  an 
extraordinary  golf  experience.  We  offer 
tailor-made  golf  packages  with  guaranteed 
tee  times  on  more  than  20  championship 
courses.  And  NON-GOLFERS  STAY  FREE! 
Relax  in  a  luxurious  oceanfront  or  near- 
ocean  home  or  villa.  There  are  12  miles  of 
Atlantic  beach  to  enjoy,  plus  excellent 
tennis,  fine  dining,  shopping  and  many 
other  activities  to  keep  you  entertained 
day  and  night.  Call  toll-free  800-476-4885 
in  the  U.S.  and  Canada  for  rates  and  a  free 
brochure.  Island  Getaway,  P.  0.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGH 


•  16"  to  22"  models  are  hand- 
crafted from  solid  mahogany  with 
hartdpainled  markings  and  details 

•  Over  160  model*  in  stock 

•  Pnced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


wouirciunNGMuas 
am 
•aoscuinuKs 

North  79lh  Streel 
Sco»«i]ltA«p(iVAZ  85260 


FINANCIAL  SERVICES 


For  15  years,  the  world's 
leading  source  of  information 
on  global  derivatives  and 
currency  advisors,  reporting  the 
performance  of  more  than  500 
funds  each  month. 
Managed  Account  Reports  Inc. 

220  Fifth  Ave.,  NY,  NY  10001 
Fax  (212)213-1870  or  call 

Lydia  Soto  at  (212)  213-6202 


FOR  INFORMATION 
WRITE  OR  CALL: 
LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 
60  Fifth  Ave.,  N.Y..  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


Cinnpki'cii  Sail  him 

L-lamL-  teclilss  liiumui  kith 


Flying  Cloud 


World-Class  Craftsmanship 
Other  Fine  Nautical  Works  Available 

SEACRAFT™  • 

C   t   A   S   S   I   C  S 

7850  E.  Evans  Rd.  Ste.  109,  Scottsdale,  AZ  85260 
FAX  (602)  998-2314  '(602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


INVEST  IN  HISTORY 

Who  is  your  hero? 

Lincoln,  Churchill.  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Armstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art, 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1 930 

9478  W  Olympic  Blvd.,  B.H.,  CA  902 1 2 

800-421-0754 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


World's  Largest  Selection  of  Audio  Books  < 


Bestsellers  1 
on  Cassette  I 

Full-length  I 
Readings  j* 

Call  for  Free  J 
Brochure  . 


(800)  626-3333 


ailittlWHUVEH 

EDITED  BY  THOMAS  JAFFE 


Slain  drug  thug  Pablo  Escobar 
Cocaine's  loss,  investors'  gain. 


tinue  to  terrorize  the  countryside. 
Analyst  Torres  shrugs:  "The  popula- 
tion has  become  so  used  to  the  vio- 
lence, it  doesn't  affect  economic 
indicators."  -R.  Lee  Sullivan 


forces  Hindustan  Lever  to  pay  c 
over  60%  of  its  annual  earnings 
dividends.  This  puts  a  financial  str; 
on  a  company  that  needs  a  lot 
money  to  meet  potential  demand. 

At  present,  only  registered  fdrei 
institutions  can  own  stock  directly 
Indian  companies.  Does  that  free 
out  individual  foreign  investors?  N 
entirely.  Consider  buying  Unile^ 
itself.  Shares  of  Unilever  N. 
(Dutch)  and  Unilever  Pic.  (British ) 
they  stand  for  the  same  compam 
both  trade  on  the  Big  Board.  Recc 
prices:  118%  and  723/s,  respective 
Recent  yields:  2.6%  and  2.2%.  T 
shares  offer  broad  exposure  to  In< 
and  other  rapidly  expanding  ecor 
mies — and  for  a  reasonable  15  or 
times  estimated  1994  earnings. 

-Peter  Fuhrm 


Chilling  out 

Neil  Weisman'S  hot  hand  went  cold. 
His  $300  million  (assets)  Chilmark 
Capital  Partners  was  down  15% 
through  November — a  glaringly  dis- 
mal showing  in  a  year  when  most 
hedge  funds  were  minting  money  (see 
p.  42).  Weisman  has  called  it  quits, 
dissolving  the  partnership. 

Yet  when  Weisman  has  been  right, 
he  has  been  very  right:  Chilmark  was 
up  more  than  70%  in  1987, 1988  and 
1989, 15%  in  1991  and  33%  in  1992. 

So  note  this:  Weisman  also  had  a 
bad  year  in  1990,  down  18%.  Could  it 
be  that  he  would  have  had  a  rebound 
in  1994  as  he  did  in  1991?  If  the 
thought  appeals  to  you,  here  are  four 
stocks  that  were  in  the  Chilmark  port- 
folio: U.S.  Filter,  in  systems  and 
equipment  for  water  and  wastewater 
treatment  (recent  NYSE  price,  227/s); 
Primark  Corp.,  in  financial  and  infor- 
mation services  (HVi);  New  Jersey 
bank  holding  company  ujb  Financial 
(23%);  HMO  operator  Maxicare 
Health  Plans  (10%  on  the  o-t-c). 
These  four  are  down  20%  to  30%  from 
their  12-month  highs  and  could  be 
ready  for  a  bounce  back.  Farfetched? 
Maybe  not.  -RivaAtlas 

Bull,  as  in  bullets 

On  Dec.  3,  the  day  after  Colombian 
drug  thug  Pablo  Escobar  was  cut 
down  in  a  hail  of  bullets,  Colombia's 
Bogota  and  Medellin  stock  markets 
spiked  up  3%,  and  as  of  Christmas 
both  bolsas  were  ahead  10%  for  the 
month  and  at  alltime  highs.  Among 
the  winners:  Banco  de  Bogota,  insur- 
er Suramericana  and  cementmaker 
Cementos  Argos. 

Alexandra  Torres,  a  Bogota-based 
analyst  for  Baring  Securities,  says  for- 
eign capital  is  pouring  in,  encouraged 
that  Escobar's  death  marks  the  begin- 
ning of  an  end  to  Colombian  lawless- 
ness. Torres  expects  foreign  invest- 
ment in  Colombian  shares  to  double 
in  1994,  to  $300  million.  After  a 
slight  correction,  she  predicts  Colom- 
bia's bolsas  will  hit  new  highs  in  1994. 

Isn't  the  market  worried  by  Co- 
lombia's continuing  problems?  The 
still  thriving  Cali  narcotics  cartel  re- 
portedly accounts  for  80%  of  the  co- 
caine entering  the  U.S.  And  1994  is 
an  election  year;  Colombian  elections 
can  be  bloody.  Guerrilla  groups  con- 


Passage  to  India 

Does  investing  in  India,  with  its  800 
million  potential  consumers,  interest 
you?  Analysts  who  cover  the  emerg- 
ing markets  for  Lehman  Brothers  in 
London  are  recommending  Hindu 
stan  Lever,  the  $540  million  (sales) 
Indian  subsidiary  of  Unilever,  the 
$43.5  billion  Anglo-Dutch  food  and 
household  goods  giant.  Unilever 
owns  51%;  the  rest  is  in  public  hands. 

Hindustan  Lever  isn't  cheap.  Trad- 
ing on  the  Bombay  Stock  Exchange  at 
a  recent  U.S. -dollar-equivalent  price 
of  about  $18.40,  it  sells  for  51  times 
next  year's  prospective  earnings — an 
80%  premium  to  the  Bombay  mar- 
ket— and  yields  just  under  1%. 

But  there's  a  reason  for  the  high 
price.  The  Indian  economy  is  finally 
being  deregulated  and  throwing  5%  a 
year.  Indians  now  have  more  money 
to  spend  on  branded  consumer 
goods.  Hindustan  Lever  is  India's 
largest  seller  of  branded  detergent, 
soap  and  toothpaste,  big  growth  mar- 
kets all.  Another  plus:  With  the  aver- 
age wages  at  Hindustan  Lever's  nine 
Indian  factories  just  20  cents  an  hour, 
net  margins  are  a  fat  10%,  versus  only  a 
4%  margin  for  Unilever  in  North 
America.  Lehman  estimates  Hindu- 
stan Lever's  earnings  per  share  will 
increase  25%  both  this  year  and  next. 

One  negative:  Because  Unilever 
doesn't  want  its  money  tied  up  in 
weak  rupees,  the  parent  company 


Nonperformance  ? 

Here's  A  stock  to  stay  away  fro 
$379  million  (sales)  Performar 
Food  Group  Co.  The  nation's  22r 
largest  food  distributor,  PFG  sold 't 
million  shares,  or  40%,  to  the  public 
$  1 4  apiece  last  August.  Touted  by  c 
underwriters  J.C.  Bradford  &  C 
and  Robinson-Humphrey  Co.,  PB< 
o-t-c-listed  stock  has  since  risen  c 
50%,  to  a  recent  2\Va.  This  values  t 
Nashville- based  company  at  a  rich 
times  the  $1.05  per  share  that  t 
bulls  estimate  it  will  earn  in  1994. 

Does  the  stock  justify  such  a  hi 
premium?  No  way. 

Between  1988  and  1993  PFG's  c 
erating  margins  eroded  from  2.6% 
2.3%.  Even  if  the  bulls  are  right  a 
the  margins  recover  to  around  2.7% 
1994,  that  would  still  leave  PFG  w 
below  its  industry's  3.2%  averaj 
What's  the  problem?  The  company 
just  spread  too  thin. 

For  example,  it  tries  to  do  all  th< 
things:  distribute  to  Wendy's  a 
Popeye's;  do  customized  distributi 
to  Cracker  Barrel;  sell  precut  vege 
bles  to  McDonald's;  package  Po< 
hontas  private- label  foods. 

That's  probably  too  much  for 
medium-size  company  to  attemj 
PFG  may  have  trouble  cutting  co 
because  its  operations  are  scatter 
from  Texas  to  Florida  to  Virginia 
Louisiana.  It's  an  okay  company,  h 
not  worth  anything  like  21  tin 
earnings.  — William  Stern  I 
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OWN  YOUR  OWN  RANCH  IN 
THE  COLORADO  ROCKIES 


Wagon  Creek  Ranch  is  offering  minimum  40  acre  rajnches  s||rfing  for  as  little  as  $25,000. 
'ide  full  financing  and  buyer  protection.  If  you've  ever  drearnw  of  owning  your  own  piece  of 
des,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacations, 
untry  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  more 
tion  without  obligation, 

Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263 


i  and  I  he  K;msas     ;  ui 


Starting  January  1,  1994,  Forbes'  circulation  rate  base  will  increase  to  765,000.  Guaranteed.  Unlike  Fortune  and  Business  Week,  Forbes 
grows  circulation  naturally  No  arrears.  No  "Buy-One-Get-One-Free"  ploys.  No  gimmicky  special  premiums.  Readers  buy  Forbes  for  what's 
inside  Forbes.  Not  for  their  gift  with  purchase.  Our  growth  in  readership  is  built  on  genuine  reader  demand.  No  wonder  Forbes  tops  Business  Week, 
Fortune  and  all  other  magazines  in  America  in  ad  pages.  #1  in  the  nation  in  1992.  #1  in  the  nation  year-to-date 
1993.  In  an  era  when  staying  on  top  in  business  means  staying  informed,  more  readers  are  turning  to  Forbes.  Naturally. 

CAPITALIST  TOOL* 


No  guts.  No  story. 


Forbes 


Son,.  ;•  l-IB 


EDITED  BY  DERO  A.  SAUNDERS 


3  more  things  change . . ." 
years  agp  in  Forbes 

M  THE  ISSUK  OF  JAN.  19,  1924) 

ie  mild  recession  in  activity 
ng  the  last  few  months  lias  stim- 
;d  a  movement  which  was  under 
even  before  then,  namely, 
roving  efficiency  on  the  part  of 
kers  in  almost  all  lines.  This 
eased  efficiency,  combined  with 
steady  invention  and  adoption  of 
ir-saving  and  cost-reducing 
hinery,  will  strengthen  our  abili- 
i  bring  about  reasonably  prosper- 
times." 

ngressmen  who  returned  home 
he  holidays  report  that  sentiment 
he  [veterans]  bonus  is  lessening 
ily  in  all  sections  of  the  country 
er  the  pressure  exerted  by  the 
rs  for  relief  from  taxation.  Even 
Vmerican  Legion  is  less  aggressive 
5  campaign." 

years  ago 

VI  THE  ISSUE  of  Jan.  15,  1934) 
e  day  is  approaching  when 
;r  the  president  or  the  chief  vice- 
dent  of  every  large  business  enter- 
■  will  be  selected  for  his  ability  to 
<et  successfully  what  the  plant 
luces.  Engineering  is  important  in 
y  lines.  Designers  are  important, 
racial  ability  is  important.  Capaci- 
r  organizing  is  important.  Other 
utive  qualities  are  important.  But 
hat  avail  all  these  unless  what  they 
:e  can  be  sold  at  a  profit?" 

lerica's  automotive  industry  has 
ti  more  than  any  other  industry  in 
vorld  this  century'.  Its  leaders,  as  a 
,  have  exercised  greater  initiative, 
cised  greater  courage,  invested 
e  money  in  achieving  progress 
the  leaders  in  any  other  line  of 
less.  Such  men  as  Sloan,  Chrysler, 


iler's  Airflow  drew  the  1934  crowds. 


GM  Executive  V.P.  William  S.  Knudsen. 


Chapin,  Ford,  Macauley,  the  Fishers, 
Cord,  Hoffman,  Knudsen,  Angell, 
Graham,  Chandler,  Nash,  have  played 
a  foremost  part  in  raising  America 
from  the  depths  of  depression." 

"A  manufacturer  of  refrigerating 
equipment  recently  joined  hands  with 
a  soda-fountain  maker  to  develop  a 
beer  dispenser  which  is  said  to  pro- 
duce from  25  to  50  glasses  more  out 
of  each  keg.  There  seems  to  be  noth- 
ing of  the  technique  of  pulling  rabbits 
out  of  hats  in  this,  nor  are  the  glasses 
made  smaller.  It  is  all  a  matter  of  tem- 
perature and  pressure." 

50  years  agp 

(From  the  issue  of  Jan.  15, 1944) 
"One  of  the  simple  reasons  why, 
before  the  war,  Australia  was  much 
more  closely  united  to  England  than 
to  the  U.S.  is  that  it  was  much  cheap- 
er for  Australians  to  travel  to  Liver- 
pool than  to  San  Francisco.  The 
British  [shipping  lines]  offered  them 
tourist-class  rates  on  ships;  ships  to 
the  U.S.  carried  first-class  passengers 
only,  at  high  prices." 

"A  study  of  airmen's  superstitions 
reports  that  one  of  World  War  IPs 
most  popular  superstitions  is  that  it's 
bad  luck  to  enter  a  plane  from  the 
right  side.  Some  pilots  believe  it's 
good  luck  to  spit  on  the  elevators  of 
a  ship  they're  flying  for  the  first  time; 
others  think  it's  bad  luck  to  be  pho- 
tographed just  before  a  flight." 


25  years  ago 

(From  the  issue  of  Jan.  15, 1969 ) 
"The  cost  of  services  has  been 
increasing  at  a  greater  and  greater  rate 
ever  since  the  early  1960s.  The 
increase  then  was  about  2%  a  year.  In 
1965  it  rose  to  3.7%;  in  1966,  to 
4.4%.  From  June  1967  to  June  of  last 
year,  the  increase  was  5.1%." 

"They  are  a  $40  billion  market;  yet 
business  has  all  but  ignored  them.  No 
one  quite  knows  why,  for  business 
certainly  hasn't  ignored  the  youth 
market,  which  is  only  half  as  large. 
Perhaps  it's  because  we  are  a  nation 
obsessed  with  youth,  and  business 
shares  that  obsession.  For  this  $40 
billion  market  .  .  .  consists  of  the  19 
million  Americans  aged  65  and  over." 

10  years  ago 

(From  the  issue  of  Jan.  16, 1984) 
"Taken  as  a  whole — and  there  are 
wonderfully  prosperous  exceptions — 
American  lawyers  are  headed  for  seri- 
ous financial  trouble.  Their  golden  age 
is  coming  to  an  end.  This  pampered, 
protected  profession  is  feeling  the  bite 
of  unaccustomed  competition." 

"Kemmons  Wilson,  the  71 -year-old 
retired  founder  of  Holiday  Inns,  jumps 
into  a  golf  cart  to  show  a  visitor 
around  his  newest  project,  a  $100  mil 
lion  time-sharing  resort  in  Orlando, 
Fla.  called  Orange  Lake  Country 
Club.  Wearing  a  green  jacket  and 
orange  pants  he  eagerly  points  out  the 
features  of  the  378-acre  complex,  four 
minutes  from  Disney  World.  .  .  ."  ■ 


Retired  Holiday  Inns  founder  Kemmons 
Wilson  at  his  new  Florida  resort. 
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Lenders  in  every  walk  of 
life  net  shortsightedly 
when  they  refuse  to  tnke 
suitnble  opportunity  to 
afford  the  public  n  chance 
to get  acquainted  with  them. 
Half  this  world's  troubles 
spring  from  misunderstand- 
ing, from  mistrust,  from 
secrecy.  The  remedy  lies 
in  letting  in  the  dnylight, 
in  allowing  the  public  to 
know  how  our  lenders  won 
their  way  to  the  front,  in 
bringing  home  to  the  rank 
and  file  that  those  nt  the 
top  hnd  to  work  hard  nnd 
climb  hnrd  to  get  there. 
Oiiite  n  pnrt  of  my  time  is 
devoted  to  the  very 
purpose  of  trying  to  bring 
about  n  better  under- 
stnnding  between  the  haves 
nnd  the  have-nots. . . . 


— B.C.  Forbes 


In  the  arena  of  human  life 
the  honors  and  rewards  fall 
to  those  who  show  their  good 
qualities  in  action. 
-Aristotle 


A  Text .  .  . 

Woe  unto  him  that 
buildeth  his  house  by 
unrighteousness  and  his 
chambers  by  wrong:  that 
useth  his  neighbor's 
service  without  wages, 
and  giveth  him  not  for 
his  work. 

— Jeremiah  22:13 


Sent  in  by  Betty  Fisher, 
Santa  Ana,  Calif. 
What's  your  favorite 
text?  The  Torbes  Scrap- 
book  of  Thoughts  on  the 
Business  of  Life  is  pre- 
sented to  senders  of 
texts  used. 


The  flint  of  war  routinely  sparks, 
No  steel  need  ever  strike  it. 

"To  arms!"  is  nature's  hearty  cry; 
We  tight  because  we  like  it. 

-Art  Buck 


Determine  never  to  be  idle. 
No  person  will  have  occasion 
to  complain  of  the  want  of 
time  who  never  loses  any.  It 
is  wonderful  how  much  may  be 
done  if  we  are  always  doing. 
-Thomas  Jefferson 

A  man's  most  open  actions 
have  a  secret  side  to  them. 
-Joseph  Conrad 

The  greatest  pleasure  I  know 
is  to  do  a  good  action  by 
stealth,  and  to  have  it  found 
out  by  accident. 
-Charles  Lamb 

There  is  no  kind  of  idleness 
by  which  we  are  so  easily 
seduced  as  that  which 
dignifies  itself  by  the 
appearance  of  business. 
-Samuel  Johnson 

Leadership  is  action,  not  position. 
-Donald  H.  McGannon 

We  cannot  withdraw  our  cards 
from  the  game.  Were  we  as 
silent  and  mute  as  stones, 
our  very  passivity  would 
be  an  act. 

-Jean-Paul  Sartre 


Effective  action  is  always 
unjust. 

-Jean  Anouilh 

For  purposes  of  action, 
nothing  is  more  useful  than 
narrowness  of  thought 
combined  with  energy  of  will. 
-Henri  Frederic  Amiel 

He  that  has  done  nothing 
has  known  nothing. 
-Thomas  Carlyle 

A  thought  that  does  not 
result  in  action  is 
nothing  much,  and  an  action 
that  does  not  proceed  from  a 
thought  is  nothing  at  all. 
-Georges  Bern'anos 


It  is  better  to  wear  out 
than  to  rust  out. 
-Richard  Cumberland 

We  would  often  be  ashamed  of 
our  best  actions  if  the  world 
knew  the  motives  behind  them. 

-La  Rochefoucauld 

Act  quickly,  think  slowly. 
-Greek  proverb 


More  than  3,000  "Thoughts,"  have  been  collected 
in  a  hardcover  edition  bound  in  green  and  gold.  To 
order,  send  $27.50  to:  Forbes  Books,  P.O.  Box 
1 1234  Des  Moines,  Iowa  50340.  Add  sales  tax  on 
orders  in  New  York  State  and  other  states  where 
applicable.  For  faster  service  call  1-800-234-4553 
and  charge  to  your  credit  card. 


It  is  the  mark  of  a  good 
action  that  it  appears 
inevitable  in  retrospect. 
-Robert  Louis  Stevenson 

The  world  is  moving  so  fast 
these  days  that  the  man  who 
says  it  can't  be  done  is 
generally  interrupted  by 
someone  doing  it. 
-Elbert  Hubbard 

Actions  lie  louder  than  words. 

-Carolyn  Wells 

The  man  who  believes  he 
can  do  it  is  probably 
right,  and  so  is  the  man 
who  believes  he  can't. 
-Lawrence  J.  Peter 
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This  is  a  line. 

To  some,  it  is  seen  as  a  constraint.  A  limitation.  A  barrier. 


e  new  Toyota  Supra.  It's  taken  everything  sports  cars  were  before 

and  crossed  the  line. 


'ind  in  the  face.  Steering  with 
hrottle.  Shift  levers  that  had 
persuaded  into 

V  ...  ' 

.  More  power 

brakes.  Heaters  that  only 
;d  when  the  sun  shined. 
ports  Cars.  For  decades  drivers 
led  their  suits  and  burned  their 

to  experience  the  irony  of  how 
my  shortcomings  added  up  to 
ich  driving  pleasure.  But  now 
's  a  new  kind  of  sports  car 
ated  to  the  proposition  that 


performance  and  civilized  driving  do 
not  have  to  be  mutually  exclusive. 

The  revolutionary 
new  Toyota  Supra. 
The  cornerstone  of  Supra's  per- 
formance is  a  world-class  power-to- 
weight  ratio.  Its  3.0-liter,  24-valve 
inline-6  with  twin-sequential 
turbochargers  delivers  320  horsepower 
(220  horsepower  in  the  normally 
aspirated  model).  And,  mated  to  a  6- 
speed  transmission,  propels  the  Turbo 
from  zero  to  sixty  in  4-6  seconds.* 


Double  wishbone  suspension,  4- 
wheel/4-channel  Anti-lock  Brake 
System  (ABS)  with  ventilated  discs 
and  dual  air  bags**  help  make  Supra 
as  reassuring  to  drive  as  it  is  fast. 

Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driving. 
And  that's  why  crossing  the  line 
wasn't  just  an  end.  It  was  a  beginning. 
Call  1-800-GO-TOYOTA  for  a  brochure 
and  location  of  your  nearest  dealer. 

TOYOTA  Supra 

'7  love  what  you  do  for  me" 


/ota  Motor  Sales.  U  S  A..  Inc.  Buckle  Up!  Do  it  for  those  who  love  you  •(  in  and  Driver,  March  1993.  "Always  use  your  scathclt.  Driver-  and  passenger-side  air  hag*  are  a  Supplemental  Restraint  System  (SRS) 


One  in  three  Americans  who  lost  their  jobs 
in  the  recession  was  a  New  Yorker. 
Other  states  gained  jobs.  Why? 
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WhereverThe 
International  Language 
Of  Business  Is  Spoken, 

We'll  Make  Sure 

YouDon'tMissAWord. 


They  speak  it  in  England,  France  and  Germany.  It 
sounds  the  same  in  the  U.S.,  Hong  Kong  and  Tokyo. 
It's  the  international  language  of  business.  And  at 
Delta  Air  Lines,  we  understand  how  important  it  is 

for  yo" tr>  k»  *  -r^L  .     „  . 

weoff- 


every  < 
the  wo" 
person. 


say  aw 
businer 
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 You'll  Love  The  Way  We  Fly^  


1  systemw.de  flights  and  cfes  served  by  Delta  and  the  Delta  Connects® 
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[t  is  easier  to 
money  than  to  keep 
money..." 


David  Dreman 

Investment  Columnist,  Forbes 
Chairman,  Dreman  Value  Management,  L.P. 
Author  of  The  New.  Contrarian  Investment  Strategy 


XpertS  agree. " ...purchase  joint  survivorship 
mrance  for  you  and  your  spouse  and  place  it  in 
irrevocable  trust  for  your  heirs.  By  setting  up 
Is  type  of  trust  and  then  assigning  the  insurance 
it,  it's  tax  free  to  the  trust  upon  the  death  of  the 
it  spouse,  allowing  the  beneficiaries  to  pay  off  a 
r  chunk  or  all  of  the  tax. " 

ivid  Dreman  recommended  in  Forbes  magazine, 
:tober  18,  1993,  what  Wealth  Creation  Centers 

ve  been  practicing  successfully  for  30  years. 

u  will  lose  55%  of  your  wealth  to  estate  taxes 
len  you  die — guaranteed — unless  you  protect 
ur  estate  with  the  common  sense  strategies 
veloped  by  Wealth  Creation  Centers.  Barry 
ye,  best  selling  author  of  Save  A  Fortune  On  Your 
tate  Taxes  and  Die  Rich,  and  his  Wealth  Creation 
inters  have  saved  over  $3  billion  in  estate  taxes 
:  their  clients. 

.11  1-800/662-5433  today  for  a  free  special  report: 
Wealth  Preservation  Strategies  which  reveals 
sy  steps  you  can  take — right  now — to  preserve 
d  even  increase  your  estate  for  the  benefit  of 
ur  family  and  future  generations. 


"My  object  in  buying  life  insurance 
was  to  protect  my  estate  from  taxes, 
which  could  have  eliminated  as 
much  as  55%  of  my  assets... 
I  appreciate  the  assistance  Barry 
Kaye  Associates  gave  me  with 
the  plan." 

Dick  Clark,  Chairman 
dick  dark  productions,  inc. 

"The  Barry  Kaye  method  of 
wealth  creation  and  preservation 
is  an  absolute  must  for  everyone 
who  wants  to  protect  their  estate 
from  the  extreme  losses  of  estate 
taxation. " 

Rose  &  Ruben  Mattus,  Cofounders 
Haagen-Dazs  Ice  Cream 

"Save  A  Fortune  On  Your  Estate 
Taxes  is  a  must  on  your  reading  list. 
It  is  the  right  advice  at  the  right  time. 

Samuel  LeFrak,  Chairman 
LeFrak  Organization,  Inc. 


y  Kaye,  America's 
Xpert  on  estate  tax 
discounts  Csf 
selling  author. 


Wealth  Creation  Centers8* 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  Avenue  of  the  Stars,  Suite  500,  Los  Angeles,  CA  90067 
310/277-9400;  Fax:  310/282-0775 

1-800/662-5433 


ON  YOUR 
EOTE 
TMES 

I  BALKY  KAYE 


"Mm  1/  useful  advice 

from  a  pro.  " 

Mal<  cilni  S.  Forbes,  h 


The  280 -Horsepower  Lincoln  Mark  VIII 

When  you're  in  your  Mark,  before  you  even  turn  the  first 
corner,  or  for  that  matter  before  you  even  turn  on  the 
ignition,  you  know  you're  in  for  more  than  just  your  standard 
driving  experience. 

Inside  Mark  VIII's  economically  designed  cockpit, 
you'll  notice  something  not  available  on  any  other  luxury 
sport  coupe:  Autoglide  front  seats  that  move  forward  to  make 
room  for  easy  entry  and  exit  when  the  seatbacks  are  tipped 

Itiibur Mark. Get  Set. Go. 


fully  ahead.  When  returned  to  their  normal 
upright  position,  the  seats  automatically 
glide  back  to  their  original  location. 

Now  fasten  your  seat  belt. 

The  280-hp  32-valve  engine  will 


f  "^j^^jl^     There's  also  standard  dual  air  bags*  anti-lock 

*   .    .     .    .         brakes  and  an  exclusive  computer-managed 
fcxclusive  dual 
Autoglide  seating 

system.  suspension  that  automatically  lowers  the 

car  at  55  mph  for  better  handling  and  less  wind  resistance.  And 
all  Lincolns  are  backed  by  the  Lincoln  Commitment,  a 
comprehensive  ownership  benefits  program  that  includes  24-hour 
Roadside  Service  Assistance  and  service  loaner  provisions." 

So  get  in  your  Mark.  And  get  set  for  a 
truly  unique  driving  experience.  For  more 
information  call  1  800  446-$ 


LINCOLN  MERCURY  DIVISION  Buckle  up-together  we  can  save  lives.  'Driver  and  front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt.  "See  dealer  for  details. 
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Taking  a  hike  out 
of  New  York: 
"Everyone  got  a 
12%  raise  on  the 
day  we  moved." 
ran  68 


The  NHL's  Bettman 
So  far,  he  has  only 
black  eyes, 
raora  43 


GM  Chief  Executive  Jack  Smith. 
Think  what  GM  could  earn  if  it  made 
money  selling  cars  in  North  America, 
ran  40 


ON  THE  COVER 


MANAGEMENT/ CORPORATE  STRATEGIES 


68 


The  Fight  For  Jobs 

By  Rita  Koselka 

The  economy  is  pulling  out  of  its 
slump,  but  job  growth  is  highly  re- 
gional. The  winners  and  losers. 

Killing  The  Goose  70 

By  David  Frum 

Why  do  certain  states  lose  jobs,  while 
others  gain  them?  There's  an  answer 
in  New  York's  convoluted  finances. 

Interviews  with  Governor  Mario 
Cuomo  and  Herbert  London.  78 

Can  GM  Earn  $12?  40 

By  Jerry  Flint 

Its  not  in  the  bag,  but  it  isn't  as 
farfetched  as  it  may  sound. 


43 


Science  &  Technology: 
New  Stock-Picking  Tool 

By  Michael  Gianturco 

The  affordable  black  box. 


Hockey 

By  Vicki  Contavespi 

Can  Gary  Bettman  do  for  ice  hockey 
what  David  Stern  did  for  basketball? 
So  far,  the  outlook  isn't  promising. 

Wolverine  Tube  46 

By  Amy  Feldman 

As  far  as  any  business  niche  is  secure 
these  days,  Wolverine  Tube's  is. 

Honeywell  50 

By  Marcia  Berss 

Even  losing  a  devastating  lawsuit 
won't  seriously  dim  a  nice  recovery. 

T.J.  Maxx  54 

By  Howard  Rudnitsky 

Zayre  Corp.'s  owners  did  a  smart 
thing:  They  hired  Bernard  Cammara- 
ta,  a  street-smart  merchandising  wiz. 


Up  &  Comers: 
Activision 

By  Christopher  Palmeri 

Casino  mogul  Steve  Wynn  helpec 
young  Bobby  Kotick  take  over  video 
game  maker  Activision.  Now  forme: 
CIA  Director  Bill  Colby  is  lending  hi: 
name  to  Acti\  ision's  latest  game. 

National  Gypsum  98 

By  James  R.  Norman 

Bankruptcy  has  been  very,  very  good 
to  National  Gypsum.  Not  so  to  soma 
of  its  junk  bond  holders. 


114 


Handicapping  The 

Handicappers  132 

By  Mark  Hulbert 

Some  investment  letters  do  well  only 
in  bull  markets,  others  in  bear,  but  a 
handful  are  all-weather  performers. 

Currency  Chaos  Again?  141 

By  Steve  H.  Hanke  and  Sir  Alan  Walters 
European  central  banks  hate  currency 
speculators,  but  the  banks  are  likely  to 
keep  making  them  rich. 


International  Multifoods 

By  James  R.  Norman 

Indigestion  from  that  poison  pill. 


82 


88 


Sports 

By  Randall  Lane 

Professional  sports  teams  are  paying 
dearly  to  insure  their  valuable  assets. 

Up  &  Comers: 

Tecnol  Medical  Products  90 

By  Kate  Bohner 

Some  entrepreneurs  can't  wait  to  start 
their  own  companies.  TecnoPs  Van 
Hubbard  bided  his  time  and  planned. 


Bull  In  The  Japan  Shop 

By  Gale  Eisenstodt 
The  great  success  of  Toys  "R"  Us  irj 
the  Japanese  market  says  a  lot  aboui 
how  fast  Japanese  society  is  changing 

China's  New  Role  Model  44 

By  Graham  Button 

Yue-Sai  Kan  is  changing  the  face  ol 
the  Middle  Kingdom,  one  at  a  time,  j 

Learning  Shokku  59 

By  Gale  Eisenstodt 

Now  Japanese  industry,  too,  is  learn 
ing  how  the  educational  bureaucracy 
stifles  reform. 

No  Need  For  Valium 

By  Peter  Fuhrman 
Regardless  of  health  care  control,  peo- 
ple will  spend  money  for  new  drugs) 
that  treat  severe  illnesses — so  say  thej 
folks  at  Swiss  dmg  giant  Roche. 
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vision's  Bobby  Kotick. 
issist  from  a  CIA  veteran: 
t's  not  kill  him  now.  We  may  need 
later.'' 


"It  is  no  small  art 
to  sleep."  A  third 
of  Americans  lie 
awake  nights  prac- 
ticing the  art  of 
sleeping. 
HH  118 


Newsletter  publisher  Weiss. 
Yielding  success  in  both  bull 
markets  and  bear. 
8MB  132 
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ling  stock  index  options  is  tense 
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nation. 
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iil  Weinberg 

re  are  two  main  ways  to  make 
ley  in  a  foreign  fond:  on  stocks 
on  currencies.  Those  are  also  the 
main  ways  to  lose  money. 

Funds:  Bank  On  It  137 

ary  Beth  Grover 

theastern  Thrift  &  Bank,  a  closed- 
fund  that  sells  at  a  discount  de- 
:  an  excellent  record. 
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juality  81 
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"Our  Customers  Are  Weird"  102 

By  Peter  Brimelow 

Can  a  business  whose  goals  are  ideo- 
logical be  successful?  Andrea  Millen 
Rich  shows  it  can  be  done. 

"Champagne  Is  A  Drink, 

Not  A  Smell!"  103 

By  Joshua  Levine 

Yves  Saint  Laurent  uncorked  a  legal 
battle — and  a  marketing  windfall — 
with  his  new  Champagne  perfume. 
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Is  Silicon  Graphics  overambitious  in 
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Staying  Healthy: 

Nature's  Soporifics  118 

By  Kate  Bohner 

Can't  get  to  sleep?  Toss  the  cigarettes, 
cut  back  on  booze — and  try  napping. 

GRAT-itude  122 

By  Toddi  Gutner 

You've  spent  years  building  your  fam- 
ily business,  and  when  you  die  the  tax 
collector  may  claim  most  of  it.  Here's 
one  tax-blessed  way  out. 
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By  Christie  Brown 

They  may  be  fakes,  but  forged  paint- 
ings can  also  be  valuable. 


FACES  BEHIND  THE  FIGURES 


Robert  Lutz  126 

Chrysler  Corp. 

Donna  Ecton  126 

Andes  Candies 


Observations  64 

Thomas  Sowell 

Political  Economy  100 

Lawrence  Lindsey 

Capital  Markets  139 

Ben  Weberman 

The  Contrarian  140 

David  Dreman 

Financial  Strategy  142 

A.  Gary  Shilling 

Stock  Trends  143 

Laszlo  Birinyi  Jr. 


Side  Lines  10 
Follow- Through  14 
The  Informer  20 
Readers  Say  22 
Fact  and  Comment  25 
Other  Comments  30 
Commentary  35 
What's  Ahead  For  Business  37 

Flashbacks  147 

Thoughts  148 

mm  Editorial  index  is  on  page  6 

Cover  illustration  by  Elvvood  Smith 


ics  ■  January  31 ,  1994 


5 


uuiYirHMtd  in  ima  ibbut 


Forbes 


EACH 

REFERENCE  IS  TO 
THE  FIRST  PAGE 
OF  THE  STORY  IN 
WHICH  THE 
COMPANY  NAME 
APPEARS. 


A.L.  Laboratories,  142 
Acclaim  Entertainment,  1 1 1 
Acorn  funds,  136 
Acres  Gaming,  1 30 
Acti  vision,  91 

Adams,  Harkness  &  Hill,  54 
Alcoa,  143 

Allstate  Insurance,  1 30 

American  Home  Products,  143 

American  Hospital  Supply,  90 

American  Mobile  Satellite,  130 

American  Personal  Communications,  106 

American  Re,  130 

Ames  Department  Stores,  54 

Amgen,  142 

Amoco,  143 

Apollo  Investment  fund,  20 
Apple  Computer,  107 
Aprogenex,  130 
Archer  Daniels  Midland,  82 
Arco,  143 

Amhold  &  S.  Bleichroeder,  144 
Astoria  Financial,  137 
AT&T,  106 
Atari,  91 

Avon  Products,  44 


Babbage's,  129 

Babson  Stewart  Ivory  Intl  Fund,  136 
Bandai,  41 

Bankers  Lite  Holding,  130 
BASF,  84 

Baxter  International,  90,  142 
Bayer,  84 

Bear  Stearns,  90,  130,  144 

Bell  Atlantic,  106 

Sanford  C.  Bernstein,  144 

Big  Entertainment,  130 

Black  &  Decker,  129 

Blackmail  Kallick  Bartclstcin,  122 

Blockbuster  Entertainment,  43,  143 

Bloomberg  Financial  Markets,  20 

BMW,  14 

Bombay,  18 

Boots  &  Coots,  14 

Boston  Chicken,  130,  143 

Boston  Edison,  142 

E.J.  Brach,  126 


Bristol  Myers  Squibb,  132 
British  Petroleum,  144 
British  Telecommunications, 
Bn  idei  bund,  1 1 1 
linsiness  Week,  66 


140 


Caesars  World,  129 
(  alilc  n  ill. i  Si.  k  nlilii.  Softw  are,  1  14 
Cameo  International,  130 
Canteen,  82 

Carrier  (United  Technologies),  46 
Cavalier  Homes,  142 
CBS,  144 

( Centennial  ( lellular,  1 1 1 
Centura  Banks,  137 
Century  Telephone  Enterprises,  111 
Cetus,  84 

Champion  Enterprises,  142 

Charlotte  Hornets,  88 

Chartist,  132 

Chase  Manhattan,  139 

Chiyoda,  41 

Cholestech,  132 

Chrysler,  40,  126 

Chubb  Insurance  Group,  88 

Cifra,  144 

Cisco  Systems,  1 14 

Cobra  Industries,  130 

Comerica,  137 

COmmodore  International,  91 
Compaq  Computer,  1 1  1 
Computervision,  107 
Computrac,  1 14 
ConAgra,  82 
Contel  Cellular,  1 1 1 
M.D.  Cook,  58 
Coral  Gables  Federal 

Savings  &  Loan,  137 
Cott,  129 

Cox  Enterprises,  106 
Cray  Computer,  107 
CSX,  142 


Daewoo,  40 

Peter  Dajj  Investment  Letter,  1 32 

Daimler-Benz,  68,  79 

Dain  Bosworth,  82 

Daisy  Systems,  107 

Dean  Witter,  144 

Decimal  Engineering,  122 

Detroit  Diesel,  130 

Detroit  Pistons,  20 

Diebold,  142 

Discovery  Channel,  44 

Walt  Disney,  43 

DKB  Securities,  38 

Donaldson,  Lufkin  &  Jenrettc 

(Equitable),  130,  144 
Dresdner  Bank,  142 


On  Pont,  147 


Eastman  Kodak,  84 

Edmonton  Oilers,  43 

Electronic  Arts,  1  1 1 

ElfSanoti,  103 

Enron,  142 

L.M.  Ericsson,  1 1 1 

ESPN  (Capital  Cities/ABC; 

RJR  Nabisco),  43 
Exxon, 143 


Falk  Associates  Management  Enterprises,  22 

Federated  Department  Stores,  54 

Fidelity  Investments  (FMR),  114,  132 

Fiduciary  Trust  Co  International,  144 

50-Or),  143 

Filene's  Basement,  54 

First  Australia  Fund,  140 

First  Financial  Fund,  137 

Florida  bonds,  139 

Florida  Panthers,  43 

Foamex  Intl,  130 

Ford  Motor,  40,  107 

Franklin  Lord,  130 

Future  Wave  Software,  1 14 


Gateway  2000,  130 
Genentech,  84 
General  Motors,  40 
General  Public  Utilities,  142 
Genstar  Capital,  46 
Georgia  bonds,  139 
Geotek  Industries,  106 
Germany  Fund,  140,  142 
Glaxo,  84,  140 
Global  Industries,  14 
Goldman,  Sachs,  78,  90,  98,130 
Grand  Metropolitan,  82 
Granville  Market  Letter,  132 
Graphic  Industries,  129 
Grupo  Carso,  144 


John  H.  Harland,  132 
Harley- Davidson,  44 
Flarvard  University  Press,  26 
Harvey  Universal,  130 
Hasbro,  41 

Hewlett  Packard,  107 

Hindustan  Motors,  40 

Hoechst,  84 

Home  Depot,  143 

Honeywell,  50 

Houston  Industries,  142 

Huft' Asset  Management,  20 

Hughes  Aircraft  ( General  Motors),  68 

Hulbert  Financial  Digest,  10,  132 


January  31,  1994 
Volume  153 
Number  3 

FORBES  (ISSN  0015  6914)  is  published  biweekly  except  weekly  during  two  weeks  in  October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  1001 1 
Second-class  postage  paid  at  New  York,  N.Y.  and  at  additional  mailing  offices.  International  Publications'Mail  Agreement  No.  451029. 
GST  #  R125769513.  POSTMASTER:  Send  address  changes  to  Forbes,  P.O.  Box  10048,  Des  Moines,  IA  50340  0048.  Copyright  ©  1994  Forbes  Inc 
Title  is  protected  through  a  trademark  registration  in  the  U.S.  Patent  Office.  Subscription  rate:  $57  a  year. 

Subscriptions:  U.S.A.  one  year  (27  issues),  $57.  Canada,  one  year,  $98  Canadian  funds  (includes  GST).  All  others  $128,  U.S.  funds.  Air  Mail  rates 
available  upon  request.  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  sen  ice,  call  1  800  888-9896  or  write  Forbes, 
P.O.  Box  10048,  Des  Moines,  IA  50340  0048. 

Forbes  does  not  supply  back  issues  or  copies  of  individual  articles.  Requests  for  permission  to  reprint  should  be  sent  to  the  Permissions  and  Reprints 
1  tepartment  at  Forbes.  Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is 

available  electronically  on  major  database  systems. 

Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  St., 
Salem,  MA.  01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (001: 
69 1 4  ,  volume  and  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  column 
not  on  ncd  by  Forbes  w  ithout  express  permission  of  Forbes  or  the  copyright  owner  is  expressly  prohibited. 


Forbes  ■  January  31,  1994 


THE  MOST  POWERFUL  PART 
OF  A  FALCON  JET 
IS  ONE  SIMPLE  IDEA: 

The  next  business  jet  you  acquire  for  your  company  should  do  everything  well. 


[f  it  is  a  Falcon  Jet,  it  will. 

Leaving  narrow  superlatives  and  one-sided  claims 
3thers,  Falcon  Jet  pursues  the  idea  of  meticulously 
anced  excellence -across  the  board.  Scoring  high  in 
:ry  key  category.  Scoring  low  in  none. 
For  example,  a  Falcon  Jet  is  always  fast,  yet  fuel  effi- 
nt.  Trim,  yet  spacious.  As  remarkable  for  short-field 
labilities  as  for  long  cruising  range.  Highly  advanced 
lesign,  yet  gratifyingly  low  in  operating  costs. 


The  result-honed  over  generations  of  leadership  in 
aviation  technology-is  a  more  versatile,  more  productive, 
more  efficient  business  jet.  Translating  over  the  miles 
and  years  to  a  more  satisfying  ownership  experience. 

After  all,  isn't  this  your  idea  of  a  business  jet,  too? 
To  learn  more,  contact  Gene  Rainville,  Senior  Vice 
President  Marketing,  at  201-967-2746. 

^mr  Falcon  Jet 

Teterboro,  New  Jersey  07608 


.CON  FALCON  FALCON 

Q  The  original  business  trijet-famed  900B  The  larSest  Falcon  °ffers  2000 (Shmn  above->  Naw  ,n^ht 
for  "long-mps/short-trips"  versatility-                 4000  nm  range  and  the  best  cabin  in  test,  this  remarkable  widebody  twin  will  enter 

with  record-breaking  performance  and  corporate  aviation,  yet  costs  less  to  operate  service  in  1994,  making  swift  and  comfortable 

proud  fighter  heritage.  than  other  large-cabin  jets.  transcontinental flight  an  affordable  reality. 
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Franklin  IRA 


Setting  Aside  Money  for  the  Future 
Is  a  Time-Honored  Tradition* 


At  Franklin  we  are  proud  to  help  you  carry  on 
that  tradition.  When  you  invest  in  a  Franklin  IRA, 
your  assets  can  grow  with  compounding,  tax-deferred 
earnings.  Plus,  as  a  Franklin  investor,  you  can: 

Choose  from  a  Wide  Selection  of  27  Funds. 
You  can  transfer  IRA  assets  between  most  Franklin 
funds  -   in  most  cases,  without  a  sales  charged 

Take  Advantage  of  Professional  Fund 
Management.  Franklin's  investment  specialists  manage 
your  IRA  assets.  We  have  carefully  built  our  expertise 
in  fund  management  since  1947. 

Transfer  Funds  Automatically.  You  may  have 
regular  monthly  investments  of  $25  or  more  trans- 
ferred from  your  bank  account  to  your  Franklin  fund 
account. 

Your  IRA  Contribution  May  Still  Be 
Deductible!  Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure  that  helps  you 
determine  your  IRA  deductibility. 


f Shareholders  using  timing  services  will  he  charged  a  $  5  fee  for  each  exchange.  The  exchange  program 
may  he  discontinued  or  modified  by  the  funds  at  any  time  upon  60  days'  notice  to  shareholders. 
Franklin /Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  ¥428 

Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

<p(»i-/  I  would  like  a  free  Franklin  IRA 
brochure  and  a  prospectus  containing  more 
complete  information,  including  charges  and 
expenses  on  the  fund(s)  checked  below.  I  will 
read  the  prospectuses)  carefully  before  I 
invest  or  send  money. 

 Franklin  U.S.  Government  Securities  Fund 

 Franklin  Rising  Dividends  Fund 

 Franklin  Growth  Fund 

 Franklin  Income  Fund 

 Franklin  Money  Fund 

IZI  /  am  currently  a  Franklin  shareholder. 

Name 

Address 

City/State/Zip 

Daytime  Phone 
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How  taxes  eat  jobs 


David  Frum 


Using  New  York  State's  devastated  private  economy  as  his  micro 
cosm,  David  Frum  authored  the  cover  story  demonstrating  ho\j 
high  taxes  destroy  jobs.  Why  single  out  New  York?  Because,  with  th 
exception  of  Alaska,  the  Empire  State  has  the  highest  level  ofloca 
taxation  in  the  U.S.  And — no  coincidence — it  lost  jobs  in  th 
recession  at  a  rate  way  out  of  proportion  to  its  population. 

David  Frum,  a  graduate  of  Yale  and  Harvard  Law  School,  came  tc 
Forbes  from  the  editorial  pages  of  the 
Wall  Street  Journal.  In  the  course  of 
his  reporting  for  this  story,  he  inter- 
viewed New  York  Governor  Mario 
Cuomo  (see  p.  78).  Cuomo,  who  has 
presided  over  an  explosion  in  spend- 
ing and  taxing,  nevertheless  describes 
himself  as  a  tax-  and  budget-cutter.  "I 
am  convinced,"  says  Frum,  "that  the 
governor  is  totally  sincere.  He  be- 
lieves he's  executed  tough  budget 
cuts.  But  when  Mario  Cuomo  talks 
about  cuts,  he's  not  talking  about 
reductions  in  government  spending  UmmmM 
but  about  not  giving  his  bureaucrats 

and  constituents  what  they  would  have  liked  to  get.  He's  articulating 
a  government  insider's  view  of  taxes  and  spending."  The  articli 
'''Killing  the  goose"  begins  on  page  70. 

In  a  preceding  article,  Rita  Koselka  rates  the  states  of  the  Union  01 
a  four- part  scale  of  economic  prospects.  The  facts  here  point  to  ; 
conclusion  identical  to  Frum's  piece:  The  states  with  the  wors 
economic  prospects  tend  to  be  those  with  the  highest  local  taxes  anc 
the  most  convoluted  regulations.  "The  fight  for  jobs"  starts  01 
page  68. 


New:  FORBES/Hulbert  investment  letter  rating! 

Wall  Street  tends  to  sneer  at  investment  letters  as  little  bette 
than  racetrack  touts.  You  can  put  the  investment  letters  down,  bu 
you  can't  ignore  them.  Altogether  there  are  probably  1  millioi 
people  out  there  spending  as  much  as  $500  million  a  year  subscribing 
to  the  sheets.  It  was  time  to  throw  the  Forbes  spotlight  on  this  little 
known  corner  of  the  investment  business. 

This  magazine  has  been  rating  mutual  funds  for  38  years.  Marl 
Hulbert,  publisher  of  the  Hulbert  Financial  Dijjest  in  Alexandria 
Va.,  has  been  rating  investment  letters  for  13  years.  With  this  issue  w< 
combined  forces  to  produce  a  unique  grading  of  investment  letters 
based  on  Hulbert's  statistics  and  on  the  Forbes  system  of  gradint 
mutual  funds.  The  rankings  begin  on  page  1 32.  Here's  something  tc 
think  about:  We  found  that  letter  performance,  adjusted  for  both  risl 
and  commissions,  holds  its  own  fairly  well  against  the  generality  o 
mutual  fund  performance. 


C — /  Editor 
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A  suite  at  The  Fairmont  has  always 
1  considered  the  standard  of  luxury  in 
ness  travel. 

Indeed,  there  was  a  time  when  it  was  a 
ry  afforded  to  only  the  very  few.  Or,  the 
Important.  Like  Presidents.  Royalty, 
even  the  occasional  Pope. 


President  Wiiliam  H.  Tatt  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
lfluence  to  get  a  suite  at  the  Fairmont. 


Now,  it  just  takes  a  signature. 


3ut  today,  you  needn't  be  registered  in  Who's  Who  to 
i  doors  at  The  Fairmont.  You  simply 
I  to  register  in  our  President's  Club. 
Every  time  you  check  into  a  Fairmont, 
will  automatically  be  upgraded  to  a  suite, 

at  no  extra  charge 


What's  more,  you'll  enjoy 
inteed  room  availability  whenever  you  make  your  reserva- 
s  at  least  48  hours  in  advance  — even  when  a  city  is  sold  out 
ell  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines' 
AAdvantage*  program,  you'll 
earn  500  miles  with  every  stay, 
lent's  Club  membership  is  completely 
1,  just  call  1-800-522-3437. 
ikes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


enrol 


AMERICA'S  GRAND  HOTELS.  SINCE  1107 


ICAGO 

165 


Dallas 

S12S 


New  Orleans 

H19 


San  Francisco 

H75 


San  Jose/Silicon  Valley 

$125 


Presidents  Club  benefits  apply  at  the  published  National  Corporate  rate  above,  rack  or  weekend  rates.  The  number  oi  rooms  available  lor  this  promotion  are  limited.  American  Airlines  reserves  the  right 
to  change  the  AAdvantage  program  at  any  time  without  notice.  American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  Airlines,  Inc. 


Not  all  monsters 
are  make-believe. 


Measles  is  a  very  real  threat  to  your  child. 
Complications  can  lead  to  blindness  or  even 
brain  damage.  But  measles  can  be  prevented. 
That's  why  we're  giving  millions  of  dollars 
through  1996  to  educate  and  encourage 
parents  to  vaccinate  their  kids.  Preventive 
care  is  included  in  many  Aetna  Health 
Plans  programs.  After  all,  prevention  is  the 
best  form  of  health  care.  For  our  brochure, 
"\  Parent's  Guide  to  Childhood  f^^^W 
Vaccinations,'cal]  l-800AETNA-H(  \.  EAfijLj 
AHna.  A  policy  to  do  more!  ^^^H 


©  1993  Aetna  Life  Insurance  Company 
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One  last  problem 

Four  years  ago  Forbes  hailed  Rolls- 
Royce  for  a  "marketing  miracle"  that 
had  revived  sales  by  "'dispelling  its 
image  as  a  car  for  undeserving  dilet- 
tantes" (Mar.  5,  1990). 

The  miracle  didn't  last  very  king. 
Unit  sales -of  the  cars,  which  begin  at 


The  Spirit  of  Ecstasy 

Needed:  $350  million  for  a  new  car. 


$147,000,  tanked  48%  in  1991,  to 
1,750,  and  to  1,378  in  1992.  Rolls' 
operating  losses  for  those  two  years: 
$49  million. 

Lesser  miracle  workers  might  have 
shrugged  and  blamed  the  recession, 
but  Rolls-Royce  Chairman  Peter 
Ward  shifted  his  focus  from  market- 
ing to  operations.  Ward  shrank  the 
company  to  viability  by  cutting  an 
estimated  $200  million  of  costs,  most 
of  it  at  the  expense  of  more  than  half 
his  5,000  workers.  The  savings  have 
lowered  his  break-even  point  by  50%, 
to  about  1,300  cars  a  year,  meaning 
Rolls  expects  to  earn  a  small  profit  on 
its  sales  of  almost  1,400  cars,  compa- 
rable with  1992  sales.  "This  isn't  a 
small  version  of  what  Rolls-Royce 
used  to  be,"  says  Ward.  "This  is  a 
very,  very  different  business." 

But  is  it  different  enough?  Another 
sacrifice  to  cost-cutting  was  a  badly 
needed  new  model,  code-named  X, 
due  to  arrive  around  1996.  Rolls' 
parent,  Vickers  Pic,  thinks  it's  lost 
enough  money  on  its  carmaker  and 


doesn't  want  to  foot  the  developmei 
bill,  which  amounts  to  maybe  $35 
million. 

Which  raises  anew  the  possibility  < 
selling  Rolls.  Vickers  denies  Rolls 
on  the  block,  but  it  said  that  in  199; 
when  BMW  almost  nabbed  the  comp; 
ny.  If  Ward's  improvements  do  pr< 
duce  a  new  bid,  he  may  wind  up  wit 
something  more  astounding  than 
miracle:  foreign  ownership  of  tl 
famed  Spirit  of  Ecstasy  hoc 
ornament.  -Marc:  E.  Bab 

Fire  sale 

Last  summer  Forbes  explained  ho 
a  lifetime  of  million-dollar  paydays  ft 
legendary  oil  well  fire  fighter  Pai 
( Red )  Adair  had  ended  with  the  war  i 
Kuwait,  which  produced  intense  ii 
dustry  competition  (July  19,  1993). 

At  78,  Adair  has  decided  that  1 
doesn't  want  to  fight  competitor 
Last  month  he  sold  out  to  Lafavett 
La. -based  Global  Industries,  an  of 
shore  drilling  services  firm,  for  a 
estimated  $10  million. 

Coupled  with  the  sale  last  July  < 
another  industry  stalwart,  Boots  i 
Coots,  Adair's  decision  spells  the  en 
of  the  traditional  well  fire  fighte 
replaced  by  full-service  outfits.  "TI 
oil  patch  has  turned  more  into  a  on< 
stop  shop,"  says  William  Dore,  Gl< 
bal's  chief  executive. 

Adair's  plans?  A  busy  retiremen 
Having  survived  poison  gas,  errai 
cranes  and  angry  guerrillas,  now  £ 


Oil  well  fire  fighter  Red  Adair 
More  time  for  the  boat. 
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When  was  the  last 
time  you  were  seduced 
by  sheer  logic? 


THE  JAGUAR  DREAM  LEASE 

5T9*a  month/24  months 

2950    DOWN    PAYMENT/ $3529    CASH    DUE    AT  SIGNING 


NEVER  BEFORE  HAS  LOGIC  BEEN  more  enticing.  The  facts 
been  more  appealing.  Or  an  offer  been  more  irresistible. 
Until  now. 

Introducing  the  Jaguar  Dream  Lease. 

To  begin  with,  it  lasts  only  24  months,  so  there's  no 
long-term  commitment  on  your  part.  And  the  price,  which 
is  equally  as  manageable,  is  just  $579  a  month  and 
comes  with  no  hidden  costs  and  no  hidden  fees. 

What's  even  more  attractive  is  that  it  also  comes  with 
the  Dream  Guarantee**-a  30-day  grace  period  in  which 


you  can  return  your  new  Jaguar  for  a  full  refund  of  your 
money  if  you're  not  completely  satisfied. 

Of  course,  our  commitment  to  you  doesn't  end  once 
you're  in  your  new  Jaguar.  For  the  entire  length  of  the 
lease,  you'll  drive  with  the  confidence  of  our  bumper-to- 
bumper  warranty  coverage  (up  to  50,000  miles)  and  the 
peace  of  mind  of  our  24-hour  roadside-assistance  serviced 

So  stop  by  your  Jaguar  dealer  or  call 
1-800-4-JAGUAR.With  an  offer  this  com-  ^^X^, 
pelling,  it's  the  only  logical  thing  to  do.  JAGUAlT 


ENJOY  TOMORROW,  BUCKLE  UP  TODAY. 


■  qualified  lessees  through  Jaguar  Credit.  Take  retail  delivery  from  dealer  stock  by  February  28,  1994.  1994  Jaguar  XJ6  example  based  on  $52,330  MSRP,  including  transportation,  excluding 
ising,  registration  and  taxes.  24  monthly  payments  of  S579.39  totaling  $13,905.36.  Assumes  capitalized  cost  of 84.36%  of  MSRP  No  security  deposit  required.  Option  to  purchase  at  lease  end 
edetermined  residual  value.  Closed-end  lease.  Lessee  is  responsible  for  excess  wear  and  tear  and  $.15  per  mile  for  miles  in  excess  of 30,000.  See  your  dealer  for  details.  Subject  to  credit  approval 
mrability  as  determined  by  Jaguar  Credit.  Prices  vary  in  California  and  Hawaii.  Cash  due  at  signing  excludes  taxes,  tilling,  licensing  and  registration.  **See  your  dealer  for  complete  details  on 
the  Dream  Guarantee.  Limit  one  return  per  customer  per  vehicle.  tSee  your  dealer  for  a  copy  of  this  limited  warranty,  including  roadside  assistance. 


Remember  when  color  XVs 
suddenly  became  affordable? 


91 


Can  you  say  deja  vu? 

nless  you  still  watch  a  black  and  white  TV  and  listen  to  8-track  tapes,  price  is 
probably  the  only  thing  stopping  you  from  getting  a  color  notebook.  In  which 


case,  wed  like  to  introduce  you  to  the  Bravo  NB.  Not  just  because  it's  affordable,  but  also 


because  it  has  features  you  normally  don't  find  on  notebooks  costing  hundreds  more.  Like 


the  most  advanced  Dual  Scan  STN  technology,  which  gives  you  256  bright,  clear  colors  on  a 


full-size  9.5"  screen.  To  make  sure  you  won't  have  to  wait  to  see  those  colors,  it  has  a  power- 


ful Intel  25MHz  486SX  microprocessor,  local  bus  video  and  512KB  video  memory.  It  also 


has  4MB  RAM  that  can  be  expanded  to  20MB  and  up  to  a  170MB  hard  drive.  There's  even  a 


Type  III  PCMCIA  expansion  slot  so  you  can  send  or  access  information  from  anywhere,  as 


well  as  enough  other  features  to  fill  that  column  to  your  right.  And  since  our  resellers 


perform  as  well  as  our  computers,  you  can  get  one  right  away  by  calling  800-876-4AST 


All  of  which  should  make  choosing  a  color  notebook  as  simple  as,  well,  black  and  white. 


/isr  compuTGR 


©  1994  AST  Research,  Inc  All  rights  reserved  AST,  AST  logo  are  registered  trademarks  and  ExeCare  is  a  trademark  of  AST  Research,  Inc.  The  Intel 


BRAVO    N  B 


POWERFUL 

Intel  486SX/25  microprocessor 
with  integrated  8KB  cache. 
Pre-installed  DOS  6.0,  Windows  3.1, 
and  B-Tools  business  utility  software. 
Environmentally  friendly  NiMH 
battery  pack  for  extended  usage. 

ERGONOMIC 

Just  6.2  pounds  and  1.7  inches  high. 
Integrated  trackball,  silent  travel 
keyboard  with  12  function  keys. 

CUSTOMIZE 

Dual  Scan  STN  color  models 
starting  under  $2,400* 
Active-matrix  color  and  monochrome 
models  also  available. 

EXPANDABLE 

4MB  RAM  standard, 
expandable  to  20MB  Hard  drive 
upgradable  to  170MB.  PCMCIA 
Type  III  enhancement  cards. 

RELIABLE 

ExeCare"  Plus:  one-year  warranty 
with  free  48-hour  expedited  repair. 
Technical  assistance  24  hours 
a  day,  seven  days  a  week. 


EPA   POLLUTION  PREVENTER 


Dual  Scan  STN  color  for  under  $2,400. 


Call  for  more  information 
and  the  nearest  reseller 

800-876-4AST 


i  Of  Intel  Corporation  All  other  trademark!,  are  the  properly  of  their  respective  owners.  "Estimated  U  S.  reseller  selling  price  Reseller  pruing  will  vary 


^EBsBCYNATREND  "  M==3UCtl 

Sole  contractor  for  U.S.  Customs  Service  Auctions.    94-27-157fl58/160/16M"-2424  NV  Lie.  28687  CA  Lie.  #00831853 

Call  John  Saunders  for  Information  and  Color  Brochure 
310-618-0164  or  fax  310-787-0084. 


LEAVING  YOUR  JOB? 


20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Howe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important— than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  youi  retirement  money. 

We  help  you  know  ail  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-80O-541-6I38 


Invest  With  Confidence 

T.RoweRice 


IRAR020752 


wants  to  spend  more  time  on  his  racu 
boats.  And  while  he'll  remain  a  con 
sultant  to  Global,  he'd  prefer  to  be 
called  only  for  the  dangerous  wel 
fires.  -Randall  Lanh 


Country  fans 


Conventional  wisdom  said  mall- 
were  no  place  to  sell  furniture.  Inven- 
tory didn't  turn  fast  enough  to  cover 
the  rent.  We  said  Fort  Worth-based 
Bombay  Co.,  which  sells  Queen  Anne 
mahogany-veneer  furniture,  proved 
conventional  wisdom  was  wrong 
(June  24,  1991).  Now  Bombay  is 
proving  it  again. 

Sales  and  profits  at  Bombay,  run  by 
husband-and-wife  team  Robert  and 
Aagje  Nourse,  have  continued  to 
climb,  reaching  $232  million  and  $16 
million,  respectively,  last  year  (ended 
July),  up  from  $176  million  and  $10 
million  in  1992.  Its  split-adjusted 
stock,  has  increased  sixfold  since  our 
original  story,  to  a  recent  31Vi.  Some 
growth  comes  from  doubling  and 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


The  Bombay  Co. 

Breaking  the  rules — again. 


tripling  the  size  of  existing  small  shops 
to  4,000-square-foot  stores,  which 
earn'  nearly  twice  the  number  of 
items.  Bombay  had  almost  100  of  the 
bigger  stores  operating  by  the  end  of 
last  year. 

At  the  same  time,  Bombay  has  been 
rolling  out  a  second  chain,  called  Alex 
&  Ivy,  which  also  carries  moderately 
priced,  knockdown  furniture,  but  in  a 
country  style  with  lighter  woods. 
Quilt  racks  instead  of  wall  sconces.  So 
far,  26  have  opened. 

Will  country  eat  into  the  Queen 
Anne  base?  Robert  Nourse  says  there's 
less  than  a  5%  customer  overlap  in 
shoppers.  "We're  getting  a  whole  new 
customer."         -Amy  Feldman  ■ 
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r'S  AMAZING  WHAT  PEOPLE  CAN  ACCOMPLISH 
WHEN  THEY  WORK  TOGETHER. 


We  can  get  the  people  in  your 
organization  working  together 
like  never  before.  Not  by  just 
adding  more  computers,  neces- 
sarily, but  by  helping  realign 
your  information  systems  with 
your  organizational  goals,  so 
you  have  the  flexibility  to  react 
quickly  to  changing  conditions 
and  customer  demands.  ■  As 
an  open  systems  integrator,  we 
provide  the  powerful,  tailored 
solutions  you  need  to  streamline 
your  organization.  ■  We  also 
provide  the  Brainware™ — that 
is  the  expertise  and  experience 
to  integrate  the  most  intelligent 
solutions  into  almost  any  envi- 
ronment, utilizing  leading 
hardware,  software  or  network 
vendors  worldwide.  Our  capa- 
bilities  range  from  system 
design  to  rightsizing  to  network 
integration  across  an  enter- 
prise. ■  We  turn  computer 
technologies  into  solutions 
that  allow  you  to  introduce  new 
services  quickly  and  thrive 
in  a  volatile  business  climate. 
Solutions  that  often  result  in 
tremendous  breakthroughs  in 
productivity.  ■  Interested? 
Call  us  at  1-800-257-OPEN. 
Together,  who  knows  what  amaz- 
ing things  we'll  accomplish. 


I  Control  Data  Systems.  Inc. 


CONTROL 
DATA 

The  Integration  Company 


EDITED  BY  THOMAS  JAFFE 


where  rooms  start  at  $300  a  night,  is 
partly  owned  by  New  Bank  Ltd.,  a 
private  bank  based  on  nearby  St.  Vin- 
cent. Each  year  about  400  of  New 
Bank's  customers,  mostly  rich  Euro- 
peans, stay  there.  "It  takes  three  days 
to  get  the  International  Herald  Tri- 
bune, and  the  St.  Vincent  paper  comes 
out  only  once  a  week,"  New  Bank 
shareholder  Thierry  Nano  explains. 
We  wonder:  When  the  bull  market 
finally  turns  bear,  will  vacationers  be 
that  eager  to  have  the  market  follow 
them  on  vacation?    -Joel  Millman 

Sex  first 

"They  watch  the  girls  and  they 
watch  their  stocks,"  says  general  man- 
ager Barry  Lipetz,  whose  topless 


joint,  New  York  Dolls,  is  conveniently 
situated  near  the  World  Trade  (  'eiitei 
and  heavily  patronized  by  Wall  Street 
types.  To  encourage  this  lucrative  cli 
entele,  "Dolls"  recently  installed  a 
ComStock  price-quote  machine 
above  its  dance  floor.  But  when  \n\ 
former  visited  the  bar  on  a  recentl 
Thursday,  a  dozen  or  so  well-dressed 
lunch  hour  patrons  were  ignoring  ^ 
the  quote  machine  and  v.^^ 
concentrating  on  Boda-  ■?  » 

cious     Babette,     who  \ 
claims   the   title  "Ms. 
Nude  Lone  Star." 

-Randall  Lane 

Out  of  their  league? 

About  three  months  ago  a  Toronto 
syndicate  paid  the  National  Basketball 
Association  a  record  $125  million  fee 
to  put  an  expansion  franchise  in  that 
city.  Now  the  league  has  threatened 
to  kill  the  deal  unless  betting  on  NBA 
games  is  dropped  from  Ontario's  gov- 
ernment-run lottery  by  Feb.  13.  NBA 
Deputy  Commissioner  Russell 
Granik  had  the  locals  chuckling  when 
he  self-righteously  said  that  among 
other  things  he  was  trying  to  protect 
Ontario  morals. 

But  the  argument's  more  about 
money  than  morals.  Since  it  was 
launched  in  October  1992,  Ontario's 
five-sport  Pro-Line  lottery  game  has 
grossed  $209  million,  contributing 
an  estimated  $57  million  to  help  de- 
fray the  province's  free-spending 
budget.  The  Ontario  pols  worn'  that 
if  the  NBA  gets  off  the  Pro- Line  ticket, 
the  National  Hockey  League  and  the 
National  Football  League  will  want  to 
get  off  as  well.  -Nina  Munk 


Pat's  fit  snit 

Representative  Pat  Schroeder  (D- 
Colo.),  Capitol  Hill's  queen  of  politi- 
cal correctness,  seems  to  fancy  herself 
an  aircraft  designer.  Military  planes 
are  built  so  about  85%  of  the  popula- 
tion will  fit  in  them  as  pilots.  That  may 
be  sensible  design,  but,  shucks,  it  isn't 
p.c.  design.  Because  men  tend  to  be 
bigger  than  women,  the  size  con- 
straints exclude  more  girls  than  boys. 

Schroeder  demands  the  joint  basic 
flying  trainer  proposed  by  the  Armed 
Forces — called  jpats,  first  delivery 
due  in  1997 — be  designed  to  fit  well 
over  90%  of  all  people.  Accommodat- 
ing this  extra  5%  of  body  sizes  will 
seriously  complicate  cockpit  design. 
For  example,  if  the  ejection  seat  is 
powerful  enough  to  get  a  250-pound 
man  clear  of  the  vertical  fin,  it  could 
send  an  8 5 -pound  woman  practically 
into  orbit.  -Howard  Banks 

Free  press? 

Minority  owners  may  not  have 
much  power,  but  they  can  sure  be  a 
nuisance.  The  National  Law  Journal 
was  owned  by  Price  Communica- 
tions, but  after  Price  went  bust  the 
creditors  left  Price  with  only  a  25% 
interest  in  the  weekly.  Who  ended  up 
with  the  rest?  Ex-Drexelite  Leon 
Black  and  his  Apollo  Investment 
Fund,  with  65%. 

Black  wants  the  rest  of  the  stock, 
but  Price  recently  swapped  its  hold- 
ing, plus  some  cash,  to  Morristown, 
N.J. -based  Huff  Asset  Management 
for  Price  shares  Huff  owned.  Thus  did 
Price  get  Huff  off  its  back  but  onto 
Black's.  Apollo  is  suing  to  block  the 
sale,  claiming  it  deserved  first  dibs  on 
Price's  Journal  stake.  If  Apollo  loses, 
it  will  have  two  unpalatable  choices: 
pay  through  the  nose  to  get  that  stock 
or  be  resigned  to  living  with  a  conten- 
tious junior  partner.      -Rjva  Atlas 

Beach  blanket  Bloomberg 

Bloomberg  Financial  Markets  is  in- 
stalling its  first  terminal  in  a  resort 
hotel.  It's  at  the  exclusive  Sunny  Car- 
ibbee  Plantation  House,  on  the  Ca- 
ribbean island  of  Bequia.  The  hotel, 


New  York  Dolls  topless  bar 
Who's  watching  stock  quotes? 


"Like  kissing  your  aunt" 

Elsewhere  around  the  nba,  recent 
rumors  had  Detroit  Pistons  owner 
(and  Forbes  Four  Hundred  member) 
William  Davidson  giving  star  player 
Isiah  Thomas  a  10%  interest  in  the 
team  to  keep  the  32-year-old  point 
guard  contented  when  his  contract 
runs  out  at  the  end  of  the  1994 
season.  Not  true,  according  to  a  Pis- 
tons spokesman,  who  is  careful  to 
add:  "Davidson  wants  to  take  care  of 
Isiah  because  he's  made  so  much 
money  with  him." 

But  if  not  Isiah  Thomas,  who  will 
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be  first?  Michael  Megna, 
who  runs  a  sports  valuation 
firm  based  in  Milwaukee, 
predicts  that  before  very 
long  a  star  will  get  a  piece  of 
the  equity  as  the  price  of 
signing  up.  Megna  says  giv- 
ing up  a  little  of  the  action 
won't  hurt  the  bosses. 
"Getting  10%  is  like  kissing 
your  aunt,'1  he  says.  "You 
can't  do  very  much;  you're 
not  even  a  nuisance." 

-Marcia  Berss 


shot 

Vestern  tourist  mispronounces 
/ord  "tower"  in  Hong  Kong's 
Cantonese  dialect,  the  result  can 
ate  to  mean  "big  shot."  A  big 
s  just  what  the  new  Tower  Rec- 
store  in  Hong  Kong's  crowded 
;way  Bay  shopping  district  has 
Since  the  U.S.  music  chain 
sd  the  6,500-square-foot  empo- 
in  October,  it's  been  mobbed 
:ustomers.  Tower's  already  a  big 
n  East  Asia.  It  has  16  stores  in 
l,  2  in  Taiwan  and  1  in 
pore.  -Jody  Brennan 

dcoal 

UPDATING  the  reduction  of  sulfur 
de  emissions,  the  Clean  Air  Act 
'90  encourages  the  use  of  low- 
•  coal.  This  is  good  for  western 
like  Wyoming,  which  has  that 
of  coal,  but  bad  for  states  like 
is,  Indiana  and  Ohio,  which 
to  produce  high-sulfur  coal.  As  a 
ter,  the  high -sulfur  states  passed 
promoting  the  use  of  their  coal. 
:al  was  the  Illinois  Coal  Act, 
d  in  1991,  which  encouraged 
tate's  electric  utilities  to  install 
bers  that  would  enable  them  to 
Illinois  coal.  An  Oldahoma  law 
red  at  least  10%  of  the  coal  used 
:al  utilities  to  be  from  that  state, 
t  the  courts  are  taking  a  dim  view 
is  sort  of  political  meddling  in 
Dmics.  In  1992  Wyoming  sued 
lioma,  charging  that  its  law  vio- 
the  free  flow  of  interstate  com- 
e.  Wyoming  won.  Then,  in  De- 
>er,  the  Federal  District  Court  for 
hern  Illinois  threw  out  the  Illi- 
Drotectionist  law. 

-Marcia  Berss 

s  ■  January  31,  1994 
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LEXINGTON 
GOLDFUND 

The  Fund  provides  a  careful  mix  of 
gold  bullion  and  gold  mining  shares  with  asset 
diversified  throughout  the  world. 

■  No  Load    ■  Free  Telephone  Exchange 

■  $1,000  Minimum  Investment 
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LEXINGTON  FUNDS 
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more  complete  information,  including  man- 
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before  investing  or  sending  money. 
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Reality 
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and  other  essays 

by  Thomas  Sowell 


"The  curse  of  the  intelligentsia  is  their 
ability  to  rationalize  and  re-define. 
Ordinary  people,  lacking  that  gift,  are 
forced  to  face  reality." 

"Many  bad  policies  are  simply  good 
policies  carried  too  far." 

The  noted  syndicated  columnist  and 
author  Thomas  Sowell  challenges  all 
the  assumptions  of  contemporary 
liberalism  on  issues  ranging  from  the 
economy  to  race  to  education  in  this 
collection  of  controversial  essays. 
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And  God 
created  woman 

Sir:  As  I  read  the  Jan.  3  issue,  with  its 
ratings  of  corporate  performance,  I 
gloomily  reflected  on  my  1993  invest- 
ments, most  of  which  did  persuasive 
imitations  of  the  New  York  Mets 
pitching  staff.  The  data  confirmed  my 
own  investment  ineptitude.  Anguish 
and  depression  beckoned. 


Model 

Naomi  Campbell 
The  long  and 
the  short  of  it. 


Then,  happily,  page  48,  with  Peter 
Brimelow's  cogent  analysis  of  Robert 
Prechter's  unorthodox  methods 
("Skirts  up,  stocks  down").  And  the 
photo  of  Naomi  Campbell. 

Somehow  the  world  seemed  to  fill 
again  with  sunlight,  promise  and 
great  expectations.  If  God  could  cre- 
ate Ms.  Campbell,  perhaps  there  is 
hope  after  all. 
-David  Graulich 
San  Bruno,  Calif. 

Let  George  do  it 

Sir:  The  Jan.  3  issue  of  Forbes  in- 
cludes a  commentary  by  Richard 
Shaffer  ("Don't  leave  home  without 
this")  in  which  he  suggests  that  the 
Personal  Computer  Memory  Card 
International  Association  acronym 
should  be  changed  from  PCMCIA  be- 
cause it  is  unpronounceable.  I 
couldn't  agree  more. 

For  several  months  now  I've  been 
promoting  a  change  in  nomenclature 
from  PCMCIA  to  GEORGE  (not  an  acro- 
nym). Most  everyone  I've  tried  this 
on  agrees,  including  a  group  of  Japa- 


nese   businesspeople   on   whom  I 

thought  a  lot  would  be  lost  in  the 

translation. 

-Alan  F.  Shugart 

Chairman  &  Chief  Executive 

Seajjate  Technology 

Scotts  Valley,  Calif. 

Pitches  for  stitches 

Sir:  Re  "When  it  doesn't  pay  to  ad- 
vertise" (Dec.  20,  1993).  You  draw  an 
erroneous  conclusion  in  the  state- 
ment "Hospitals,  it  seems,  just  don't 
work  like  other  consumer  services." 
Quite  the  contrary.  What  more  per- 
sonal service  is  there  than  health  care? 
Consumers  want,  need  and  are  enti- 
tled to  information  as  they  make  im- 
portant health  care  decisions.  Unfor- 
tunately, the  New  England  Journal  of 
Medicine  isn't  available  at  supermar- 
ket checkouts.  Advertising  can  be  an 
effective  tool  to  give  people  informa- 
tion in  language  they  can  understand. 
-Robert  B.  Kimmel 
Senior  Vice  President 
Albert  Einstein  Healthcare 

Foundation 
Philadelphia,  Pa. 

Up  close  and  personal 

Sir:  I  was  stunned  by  the  comments 
about  John  and  Tom  Belk  ("When 
heirs  fall  out,"  Dec.  6,  1993).  For 
more  than  43  years,  I  have  known 
John  and  Tom  Belk  as  customers  and 
personal  friends.  They  are  incredibly 
enlightened  and  generous  public- 
spirited  citizens  to  whom  the  city  of 
Charlotte  [N.C.]  owes  much  of  its 
growth  and  prosperity.  They  are  both 
intimately  familiar  with  their  business 
and  devoted  to  its  success. 
-Peter  G.  Scotese 
Retired  Chief  Executive  Officer 
Springs  Industries,  Inc. 
New  York,  NT. 

Sudden  impact 

Sir:  Re  "Crash!"  (Nov.  8,  1993).  As  a 
private  and  commercial  pilot,  with  an 
instructor's  rating,  and  with  a  few 
flying  hours  in  the  venerable  Piper 
Cub,  I  have  a  few  comments  to  make: 
Holding  the  aircraft  manufacturer 
as  heavily  responsible  in  this  situation 
is  illogical.  In  the  minimum,  all  parties 
share  the  guilt  of  negligence.  Since  the 


pilot  knowingly  made  his  locatic 
more  perilous  by  installing  a  fixed  hai 
object  (the  camera)  before  him,  th 
stacks  the  guilt  heavily  in  his  dircctioi 
in  my  opinion.  Taking  off  in  a  shor 
ened  space  only  compounded  the  ri« 
and  flies  in  the  face  of  sound  judgmei 
for  a  prudent  person. 
-Angelo  J.  Campanella 
Columbus,  Ohio 

Vouchers  and  taxes 

Sir:  Re  "A  revolution  betrayed 
(Dec.  20,  1993).  Your  comments  c 
vouchers  in  the  U.S.  overlook  tl 
important  fact  that  vouchers  woul 
tax  all  citizens  for  the  support  < 
schools  not  accountable  to  electc 
school  boards,  would  tax  all  citizei 
to  pay  for  pervasively  religious  educ 
tion  and  would  compel  all  Americai 
to  subsidize  the  fragmentation  of  oi 
children  along  religious  and  ideolog 
cal  lines,  as  well  as  ability  level,  degn 
of  handicap  and  socioeconomic  clas 
-Edd  Doerr 
Executive  Director 
Americans  for  Religious  Liberty 
Silver  Spring,  Md. 

Michael's  people 

Sir:  In  the  Dec.  20,  1993  issue  < 
Forbes,  your  list  of  "The  Super  40 
incorrectly  identifies  Michael  Jordan 
agent  as  ProServ.  David  Falk  [of  Fa 
Associates  Management  Enterprise: 
has  represented  Michael  since  198 
and  designed  the  strategy  that  has  mac 
Jordan  the  most  successfully  markete 
professional  athlete  in  history. 
-Theodore  M.  Ewanciw 
Director 
Falk  Associates 

Management  Enterprises 
Washington,  D.C. 

The  pizza  connection 

Sir:  Re  "A  tale  of  two  strategies 
(Nov.  8, 1993).  It  should  be  noted  th; 
Frank  Carney  founded  Pizza  Hut  wit 
the  help  of  his  brother,  Dan  Carne; 
and  my  brother,  John  Bender.  Joh 
Bender  is  the  person  who  brought  th 
recipe  to  the  brothers  and  taught  thei 
how  to  make  pizza.  The  three  me 
then  formed  the  company. 
-Paul  Bender 
Bloomington,  Ind. 
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"I  need  a  couple  of  raincoats 
cleaned  overnight." 


rkere's  notking  like  a  ckallenge  at  11p.m.  to  test  our  dogged  determination.  Say  tke  word  and  our 
will  clean  and  dekver  your  clotking  ky  morning,  if  it  s  wrinkled,  tkey  11  press  it  witk  equal  dispatck. 
lolisk  your  skoes  witk  a  virtuoso's  touck,  and  if  need  ke,  provide  new  laces— all  witk     17  o  tt 

mpliments.  And  our  room  service  ckefs  will  ensure  your  kreakfast  arrives  well  kef  ore    ^ULK  ohAsUINs  ±1U  1  fc,Lb 

1         j      1  1  .  11  1      fl      •  1  11-1  Four  Seasons -Recent 

>  a.m.  taxi  does.  In  this  value-conscious  era,  the  demands  ot  business  demand  nothing  less.  hotels  »nd  resorts 

Four  Seasons  •  Regent.  Defining  llw  art  of  service  (1I4O  in  li)  countries. 


You  can  9t  ivork  any  harder, 
but  maybe  your  assets  can. 


hard  to  properly  manage  your  assets. 

At  U.S.  Trust,  we've  been  successfully  providing  clients  and 
their  families  with  comprehensive  asset  management  for  over  140 
years.  Our  investment  strategy  combines  a  disciplined  search  for  value 
with  appropriate  asset  diversification  to  limit  risk  and  maximize 
returns.  What's  more,  we  create  highly  individualized  plans  to  help 
each  client  meet  their  specific  financial  objectives. 

If  you're  interested  in  having  your  assets  work  harder,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 
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h  all  thy  getting  get  understanding" 


act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


GREENSPAN'S  QUANDARY 


Federal  Reserve  should  nudge  up  short-term  in- 
;t  rates.  Markets  are  starting  to  fear  inflation  again. 
:'s  why  the  gold  price  has  zoomed  to  the  $390-range, 

other  commodities  have  risen  as  well,  and  why  the 
-term  bond  market  has  been  shaky.  Prodding  up  the 
:  of  short-term  money  slightly  would  actually  trigger 
nd  market  rally.  Investors  around  the  world  would 
ze  that  our  central  bank  is  not 
g  to  inflate  the  way  it  did  in  the 
3s.  Fears,  not  facts,  account  for 
icial  market  uneasiness, 
it  the  President  has  warned  of  dire 
equences  if  the  central  bank  be- 
s  responsibly.  The  Treasury  De- 
nent  is  already  proposing  to  strip 
Fed  of  its  bank  regulator}'  pow- 
>everal  senators  and  congressmen 
making  noises  about  reducing 
-ederal  Reserve's  independence, 
an  Greenspan  and  his  colleagues 
t  want  to  do  anything  overt  to 
se  White  House  anger,  particularly  after  they  so 
juivocally  condemned  Treasury's  bank  regulatory 
3rm."  What  makes  the  Fed's  position  even  stickier  is 
last  summer's  tax  increases  are  going  to  cool  down 
:  is  still  only  a  lukewarm  economy.  Democrats  point 
that  the  boosts  affect  only  the  top  2%  of  income 


Anxious  Alan:  Can  the  Fed  do  right— if  it 
offends  Clinton— and  live  to  tell  about  it? 


earners,  ignoring  the  fact  that  those  very  people  account 
for  roughly  25%  of  gross  domestic  product. 

If  the  central  bank  does  what  it  should  with  short-term 
interest  rates,  it  will  be  scapegoated  for  hurting  the 
economy.  One  can  hear  the  White  House  bellowing  that 
ill-willed  Republican  holdovers  of  this  "secret,  powerful 
institution"  are  malevolentlv  aborting  a  Clinton  recovery. 

What  should  Greenspan  and  his 
fellow  governors  do?  Fight  the  anti- 
inflation  battle  in  public.  State  clearly 
why  they  are  doing  what  they're  do- 
ing. Openly  resist  White  House  pres- 
sure. Denounce  it  in  plain  language. 

Taking  this  course  would  be  most 
un-central-bankerly,  but  it  would  be 
a  public  service.  We're  a  democracy. 
Greenspan  is  not  part  of  the  Clinton 
Cabinet.  The  Fed  is  supposed  to  be 
independent.  It  should  begin  to  es- 
tablish its  bona  fides  with  the  pub- 
lic. If  it  doesn't,  its  freedom  to  ma- 
neuver responsibly  will  be  jeopardized. 

There's  no  fundamental  reason  long-term  interest  rates 
shouldn't  be  in  the  range  of  5%  to  5.5%.  An  assertive 
Federal  Reserve  would  bring  that  about,  and  that  would 
help  the  economy — and  Bill  Clinton. 

Central  banking  is  too  important  to  leave  to  insiders. 


BUY  BONDS 


EAR'S  END,  long-term  Treasuiy  bond  yields  will  be 
w  6%. 

the  Administration  does  its  worst  against  the  Federal 
rve,  the  bond  market's  reaction  will  be  so  severe  that 
<Vhite  House  will  be  forced  to  retreat.  It  was  adverse 
cet  reaction  that  "persuaded"  French  President  Fran- 
Mitterrand  in  the  early  1980s  to  abandon  his  social- 
ationalization  program  and  that  prevented  Germany's 


ultrahigh  interest  rates  from  doing  even  more  damage  to 
the  economies  of  Western  Europe  in  the  fall  of  1992. 

Thanks  to  the  inflationary  experiences  of  the  1970s  and 
to  the  ability'  of  high  technology  to  move  so  much  money 
so  quickly,  central  banks  and  governments  are  quickly 
called  to  the  mat  if  they  manipulate  their  currencies. 

There  will  be  plenty  of  volatility  in  the  debt  markets, 
but  the  trend  oflong-term  interest  rates  is  still  down. 


TERM  LIMITS— THEY'RE  A-COMIN' 


MOVEMENT  for  limiting  terms  of  U.S.  senators  and 
pressmen,  as  well  as  state  and  local  officials,  will  gain 
>r  momentum  this  year.  The  idea,  as  unpopular 
ng  professional  pols  as  it  is  popular  with  voters,  will 
fact  of  American  life  by  decade's  end. 
1992  voters  in  14  states  overwhelmingly  passed 


initiatives  capping  terms  for  federal  legislators  (12  also 
did  it  to  state  lawmakers).  This  year  term-limit  measures 
will  appear  in  the  8  other  states  that  allow  people  to  put 
referendums  on  the  ballot  by  petition. 

Opponents  are  fighting  a  ferocious  rearguard  action. 
They  have  effectively  bottled  up  a  constitutional  amend- 
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in  Congress.  They  are  challenging  the  constitution  - 
of  term  limit  referendums  in  several  states.  They 
have  thus  far  blocked  passage  in  every  state  legislature, 
rhey  hope  that  because  only  23  states  have  voter  initia- 
tives the  measure  can  be  deep-sixed  by  incumbent-loving 
members  of  Congress  and  state  legislatures. 

Their  hope  is  forlorn.  Term-limit-movement  advocates 
plan  to  push  referendums  in  countless  counties,  cities  and 

towns.  These  popular  initiatives  will  create   

so  much  political  heat  that  state  lawmakers 
will  have  to  fall  in  line. 

Proponents  take  heart  from  what  happened 
in  New  York  City.  Against  the  united  opposi- 
tion of  virtually  every  local  politico,  union  and 
big  business,  term  limits  for  city  offices  passed 
by  a  landslide,  drawing  significant  support 
regardless  of  income,  religion,  race  or  gender. 

It  would  be  hard  to  overstate  the  changes 
such  restrictions  would  wring  if  they  became 
the  norm  nationwide.  Our  political  bodies 
would  have  a  wonderfully  broad  array  of  peo- 
ple of  different  backgrounds  and  would  be  more  responsive 
to  voters.  Washington  has  been  far  more  liberal  than  the 
rest  of  the  nation  for  25  years.  Representatives  there  use 
moderate  or  conservative  rhetoric  to  clothe  leftist  policies. 

First  in  Congress  and  then  on  the  local  level,  incumbents 
have  perfected  the  art  of  fortifying  themselves  against 
effective  challenge,  barring  scandal  or  major  political 
unheaval.  Abuse  of  the  franking  privilege  allows  lawmakers 


Inhofe:  Short  stays  only 


of  "informing"  constituents.  "Constituent  offices'"  ii 
congressional  districts  are  usually  nothing  more  than  tax 
paid  political  storefronts.  Publicly  financed  compute 
systems  allow  incumbents  to  target  voters  and  groups  wit! 
special  appeals.  Political  action  committees  shower  contri 
butions  on  incumbents  to  ensure  "access."  In  this  medfj 
age  a  challenger  must  spend  between  $500,000  and  $'. 
million  to  run  effectively  against  a  congressional  office 

  holder.  This  is  why,  until  the  check- bouncinj 

scandal  of  1992,  the  House  of  Represents 
tives  had  less  turnover  than  the  politburo  o 
the  former  U.S.S.R.  The  artillery  of  tern 
limits  would  quickly  blast  away  incumben 
fortresses,  opening  up  politics  once  again  h 
citizens  who  don't  wish  to  make  it  a  career. 

Congressman  Jim  Inhofe  (R-Okla.)  i 
crafting  one  of  the  most  radical  federal  term 
limits  proposals  yet — 6  years  instead  of  thi 
previously  suggested  12  for  House  members 
(The  Senate  would  remain  at  the  propose< 
two  terms,  or  12  years.)  The  reasoning  o 
Inhofe,  Representative  Bob  Inglis  (R-S.C.)  and  others:  t 
6-year  cap  would  entice  more  nontraditional  people  int< 
politics.  They  could  achieve  major  responsibility  in  a  shor 
time  instead  of  15  to  20  years.  A  12 -year  ceiling  would  stil 
keep  too  many  nonprofessionals  from  taking  the  plunge 
Until  this  century,  the  House  routinely  experience< 
significant  turnover.  It  was  supposed  to  be  a  sensitiv 
barometer  of  public  opinion.  A  six-year  restriction  woul< 


to  send  out  tax-financed  political  literature  under  the  guise     return  Congress'  lower  chamber  to  its  original  purpose. 


FASB'S  FOLLY 


The 


Financial  Accounting  Standards  Board  will 
soon  hold  pro  forma  hearings  on  one  of  its  most 
asinine,  destructive  proposals  ever.  It  wants  to  force 
companies  to  put  a  value  on  grants  of  stock  options  and 

expense  them  against  profits.   

The  idea  is  utterly  illogical.  How  can  a 
company  know  what  its  stock  will  be  worth 
several  years  down  the  road?  By  definition 
the  valuation  is  totally  arbitrary,  no  matter 
how  highfalutin  the  computer  models  used 
to  come  up  with  the  numbers. 

The  ruling  will  severely  impact  new  com- 
panies. Many  startups  depend  heavily  on 
stock  options  to  attract  top- rate  people.  Co- 
ercing these  outfits  to  penalize  what  are 
already  anemic  earnings  with  a  capricious 
charge  for  options  will  make  it  even  more 


Lieberman:  Eradicating 
errant  accounting. 


difficult  for  them  to  attract  good  talent  and  fresh  capital 
Startups  are  the  source  of  most  of  our  innovation  an< 
new  jobs.  Between  1982  and  1986  the  U.S.  econom; 
created  18.7  million  additional  jobs.  Fourteen  millioi 

  came  from  new  companies.  Raising  the  capi 

tal  gains  tax  in  1987  severely  retarded  tin 
formation  of  new  companies.  The  FASI 
proposal  only  adds  more  gum  to  the  works 
While  these  supreme  accountants  hin 
that  they  may  slow  the  pace  of  implement 
ing  their  rule,  they  give  no  indication  o 
backing  off.  Fortunately,  Senator  Joe  Lie 
berman  (D-Conn.),  one  of  those  rare  Dem 
ocrats  who  understand  the  importance  o 
entrepreneurship,  has  introduced  legislatioi 
barring  this  nonsense.  It  deserves — an< 
needs — quick  passage. 


OUR  GREATEST 

The  Last  Best  Hope  of  Earth:  Abraham 
Lincoln  and  the  Promise  of  America — by 

Mark  E.  Neely  Jr.  (Harvard  University  Press, 
$24.95).  A  workmanlike  study  of  Lincoln  as 
politician  and  war  President.  It  lacks  the  color 
and  verve  of  some  other  Lincoln  books  but  is 
compact,  thorough,  reliable.  The  author, 
though,  is  too  kind  to  Stephen  Douglas 
(whose  moral  insensitivity  contrasted  sharply 
with  Lincoln's),  to  George  McClellan  (who 


PRESIDENT 

was  always  exaggerating  enemy  numbers)  anc 
to  anti-Lincoln  Democrats.  Republicans  wen 
right  to  slam  hard  1864  Democratic  presiden 
tial  candidate  General  McClellan.  He  anc 
many  of  his  supporters  may  have  been  pro 
Union,  but  there  is  no  doubt  that  their  victor 
would  have  destroyed  the  Union.  The  book' 
best  part  is  the  numerous  illustrations — pho 
tos,  cartoons,  posters,  prints,  letters — with  co 
pious,  captivating  captions.  ■ 
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Isn't  it  nice  to  know 
at  least  one  thing  will 
go  smoothly  today? 


BY  APPOINTMENT  TO  HER  MAJESTY  THE  QUEEN 
WINE  MERCHANTS 
JUSTERINI  4  BROOKS  LTD. 
61  ST.  JAMES'S  STREET.  LONDON.  ENGLAND 
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"This  is 

'  r 

the  best 
second 

car 
I've  ever 
owned." 


1 


J 


[Another  car?  What  can  another  bile.  There's  more  head,  shou 
car  offer,  except  what  your  first  and  hip  room  than  its  predec 
car  already  has?  Besides  a  differ-       From  the  outside,  less  wind, 


ent  color? 


engine  and  chassis  noise. 


.  •  [The  new  Sonoma  offers  that.  And  [Sonoma's  available  suspensit 

|  everything  else.  In  a  truck,  not  a  car.  packages  can  give  you  anythi 

fC)P^^/V  ^nSiC*e  t^ie        Sonoma  crosses  -  from  sedan-like  smoothness 

E  OF  EXPERIENCE  into  the  domain  of  the  automo-  on-road  to  terrain-chomping 


ffl 


s  off-road.  Either  way,  its 
lent  front  suspension 
;  you  from  the  shocks  of 


y,  traditional  truck 
s  are  still  very  much  in 
i  Power.  Towing.  Hauling: 
ipacity.JV  new  2.2-liter 


powerplant  is  standard,  and  two  with  the  4.3-liter  Vortec  V6. 

4.3-liter  V6s  are  available,  including  [You  may.  indeed,  need  two 

the  Enhanced  V6,  a  beast  that  can  vehicles.  So  get  the  truck  that  offers 

make  Sonoma  the  most  powerful  it  all:  the  new  Sonoma.  To  learn 


pickup  in  its  class.  more,  call  1-800-GMC-TRUCK. 

Sonoma  also  features  rear-wheel 
anti-lock  braking  with  the 

O1903GM Corp.  All  Rights  Reserved,  [uj  I  SE]4^ 
Buckle  up.  America!  t  T*J»i .  Wt^rft ' 

2  2-liter  engine,  four-wheel  ABS  < 

&  GM/GMC.  GMC  Truck  and  Sonoma  are  registered  trademarks  of  General  Motors  Corporation. 


Other  Comments 


Dollars  and  Sense 

One  of  the  greatest  misconceptions 
that  has  characterized  U.S.  economic 
management  in  recent  years  has  been 
the  illusion  that  devaluation  of  the 
U.S.  dollar  is  an  acceptable — even  a 
desirable — way  to  redress  the  pro- 
gressive and  ultimately  unsustainable 
decline  in  our  balance  of  trade. 
Cheap  dollars  simply  give  away  ex- 
port values  and  raise  import  costs. 
Resurgence  of  U.S.  preeminence  in 
foreign  trade  can  be  achieved  only  by 
a  strong  dollar,  efficient  production 
and  sufficient  export  subsidies  to  off- 
set the  substantial  subsidies  provided 
to  competing  foreign  exports. 
-John  Winthrop  Wright,  chairman  & 
CEO,  Wright  Investors'  Service, 
addressing  the  New  York  Society  of 
Security  Analysts 

War  Games 

Soon  after  Lincoln  appointed  Jo- 
seph Hooker  to  [head]  the  Army  of 
the  Potomac,  the  President  wrote 
Hooker:  "I  have  heard  of  your  recent- 
ly saying  that  both  the  Army  and  the 
Government  needed  a  Dictator.  Of 
course  it  was  not  for  this,  but  in  spite 
of  it,  that  I  have  given  you  the  com- 
mand. Only  those  generals  who  gain 


successes,  can  set  up  dictators.  What  I 
now  ask  of  you  is  military  success,  and 
I  will  risk  the  dictatorship." 
-Marx  E.  Neelv  Jr., 
The  Last  Best  Hope  of  Earth 

It's  like  going  down  a  river.  You 
know  the  falls  are  down  there. 
You  can  hear  the  noise. 

-Representative  Jim  McDermott 
(D-Wash.),  on  health  care  reform, 


New  York  Times 


Risky  Business 

THE  "ENTREPRENEUR  RISK  CULTURE,"  as 

Steve  Jobs  once  called  it,  encouraged 
imaginative  garage  tinkerers  like  him- 
self to  create  new  markets  and  provide 
quality  jobs.  The  inheritors  of  that 
tradition  are  today's  venture  capitalists. 

Start-up  companies  have  litde  cash 
to  pay  competitive  salaries.  Instead 
they  promise  employees  a  share  of 
future  profits,  generally  through  stock 
options.  When  employees  exercise  op- 
tions they  become  company  owners 
[who]  want  to  keep  generating  more 
and  higher-paying  jobs.  Stock  options 
are  thus  good  for  the  employee,  the 
company  and  the  economy. 


But  the  Financial  Accounting  Stan 
dards  Board  wants  to  make  companies 
estimate  what  the  stock  option  will  cosl 
shareholders  in  the  future — and  sub 
tract  it  from  the  company  books  today 
This  is  bad  public  policy.  Not  only  doe; 
it  punish  those  companies  known  tc 
create  the  most  jobs  and  hold  out  the 
greatest  hope  for  keeping  the  U.S 
competitive;  it  makes  the  companies 
earnings  statements  inaccurate  anc 
misleading. 

Investors  and  employees  in  new 
businesses  take  big  risks.  They  need  ac 
curate  disclosure.  They  do  not  neec 
investments  made  more  risky  by  regu- 
lation that  imperils  companies'  futures 
-Kathleen  Brown,  California  state 
treasurer,  San  Jose  Mercury  News 

Beer  Nuts? 

Who  says    the    Japanese  won'i 
buy  American?  An  embassy  party  foi 
the    emperor's    birthday  includec 
Bud  Light. 
-Ronald  G.  Shafer, 
Wall  Street  Journal 

Straight  Shooter 

I  have  heard  it  said  that  Georgian; 
are  unable  to  drive  in  snow,  and  thai 
Arizonans  go  bonkers  behind  th< 
wheel  in  the  rain,  but  no  true-blood 
ed  West  Virginia  boy  would  ever  dc 
less  than  120  mph  on  a  straighi 
stretch,  because  those  runs  are  hare 
won  in  a  land  where  road  maps  re 
semble  a  barrel  of  worms  with  Sainl 
Vitus'  dance. 

-Stories  of  Breece  DJ  Pancake, 
by  Breece  D'J  Pancake 

That  Was  Some  Ride! 

Seoul's  cm'  authorities  received 
many  complaints  about  taxi  driven 
who  were  rude  and  whose  driving 
scared  the  living  daylights  out  of  pas- 
sengers. So  the  city  set  up  a  complaint 
hotline.  Now  taxis  carry  a  notice  on 
the  inside  of  the  rear  door  advising 
passengers  of  this  facility.  And  whal 
do  they  call  it  in  English?  Intercourse 
Discomfort  Report  Center. 
-Derek  Dames, 
Far  Eastern  Economic  Review  ■ 
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he  Guardian  Life  Insurance  Company  of  America 

HECK  OUT  THE  GUARDIAN: 

THE  BEST  OF 
THE  BEST" 

TOP!  DON'T  BUY  ANY  OTHER  POLICY  BEFORE  YOU  TALK  TO  US. 


b  Guardian  is  one  of  the  strongest  financia!  JmiiJim 
npanies  in  America.  Here's  the  proof:  GUARDIAN 


he  highest  ratings  from  the  leading  independent  rating  services* 

anked  #1  industry-wide  on  the  basis  of  20-year  Interest  Adjusted 
osts  at  ages  25,  35  and  45. 

mutual  fund  (The  Guardian  Park  Avenue  Fund®)  awarded  five 
ars  by  Morningstar  (6/25/93)  and  placed  on  the  Forbes  Honor  Roll 
>r  the  past  six  years.** 

Dr  the  third  consecutive  year,  recognized  by  FORTUNE®  as  the  #1 
isurance  company  of  the  50  largest  in  America  based  on  net 
icome  as  a  percent  of  assets. 

ividends  paid  EVERY  YEAR  since  1868  and  up  40%  in  the  past 
ve  years.  0993  dividend  was  the  highest  total  dividend  payout  in 
uardian's  history!) 

i  the  forefront  of  group  coverage  for  both  large  and  small 
)mpanies. 

leader  in  innovative  Disability  Income  Protection  plans, 
high-quality,  professional  career  agent  field  force. 


nore  evidence  of  our  outstanding  performance,  just  call  your  Guardian 
sentative  or  1-800-662-1006.  We'll  show  you  why  The  Guardian  is  the 
igent,  financially  strong  choice  for  Life  Insurance,  Group  Insurance, 
surance,  Disability  Income  Protection  or  Equity  Products.** 

AAA"  by  Standard  and  Poor's,  "Aaa"  by  Moody's  and  A++  by  A.M.  Best. 

jstar,  Inc.,  a  nationally  recognized  mutual  fund  rating  organization,  seeks  to  identify  those 
lat  produce  the  highest  level  of  return  in  relation  to  their  overall  level  of  risk.  The  Forbes  Honor 
ects  approximately  20  mutual  funds  each  year  from  over  1 ,000  stock  funds  ranked  for  con- 
/  of  results,  moderate  risk  and  continuity  of  management.  Request  a  prospectus  with  more 
te  information,  including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send 
Equity  products  are  offered  through  Guardian  Investor  Services  Corporation*,  an  indirect 
Dwned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America. 
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YOUR 
INSURANCE 
COMPANY 


□ 


4^  The  Guardian 

The  Intelligent  Choice " 


Since 


1994  The  Guardian  Life  Insurance  Company  of  America 


tcji993  Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 


Bankers  Trus 


Risks  prowl  ceaselessly  around  every  business. 


Usually,  they  hunt  in  packs.  Dealing  with  them  piecemeal  is 


ineffective.  More  often  than  not,  they're  linked. 


Nowhere  is  that  linkage  more  intricate  than  in  the 


airline  business.  Fuel  prices,  interest  rates,  cunency  swings, 


load  factors,  even  political  pitfalls  —  each  risk  has  to  be 


examined  in  light  of  the  others. 


Risks  hardly  ever  travel  alone 


To  bring  an  element  of  stability  to  an  industry  that 


changes  minute  by  minute,  Bankers  Trust  has  found  a  way  of 


analyzing  the  airline  business  and  attaching  a  monetary 


value  to  many  of  the  operational  risks  it  faces.  A  risk 


management  plan  that  can  turn  volatility  into  profitability. 


With  our  hands  at  the  reins,  you'll  see  which  risk 


will  hurt  you  and  which  you'll  profit  by.  So  risk  will  do  your 


bidding,  not  take  you  unawares. 


AD      FROM  STRENGTH. 


Introducing  PCs 


We've  just  taken  our 
five  basic  i486'M  CPU 
machines  and  reengi- 
neered  them  to  use  a  lot 
less  juice.  Saves  energy, 
cuts  pollution,  and  you 
know  what? 

so  green, 

The  whole  DECpc " 
LPv+  line  earned 
the  Environmental 
Protection  Agency's 
"Energy  Star"  designation. 
These  PCs  had  to  meet 
rigid,  earth-friendly  stan- 
dards. And,  as  it  turns 
out,  they  actually  surpass 
Energy  Star  specs. 

What  does  our  low- 


ev  ma 


ke  th 


e 


to  340MB.  ^Added 


power  design  cost  you  in 
performance? 
Nothing. 

In  fact,  we  beefed  up 
the  245MB  hard  drive 


a  faster  serial  port  for 
faster  communications. 
And  while  we  had  the 
machines  open,  we 
added  2.88  floppy 
support.     m  ^ 


You  know  what  they 
say.  Everyone  wants  to 
clean  up  the  environ- 
ment, but  no  one  wants 
to  pay  for  it. 

Well,  now  you  don't 
have  to. 


competition  envious. 

JL  wh»t  rw«  Thi«  fW  Call  1-800-799-9902. 


What  Does  This  Cost 
You  in  Dollars? 
Nothing. 

You  can  buy  a  new, 
green  DECpc  LPv+  lor 
the  same  price  as  the 
DECpc  LPv.  And  you'll 
save  on  electric  bills 
while  you're  saving  the 
planet.  Not  bad. 


Call  1-800-799-9902. 

Please  reference  BPZ  when  you  call 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 
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PC 

Beyond  the  box. 


©  DIGITAL  EQUIPMENT  CORPORATION  1994.  The  DIGITAL  logo,  and  DECpc  are  trademarks,  and  Beyond  The  Box  is  a  service  mark,  ol 
Digital  Equipment  Corporation,  i486  and  the  Intel  Inside  logo  are  trademarks  of  Intel  Corporation. 


Commentary 

events  at  home  and  abroad 


Caspar  W.  Weinberger,  Chairman 


WELFARE  REFORM— ANOTHER  HOLLOW  PROMISE 


300 
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Work  programs 

■  Education  and  training 
Social  services  (urban) 
Medical 

■  Cash,  food  and  housing 


FARE— which  will  BE  reformed,  Clinton -style,  after 
health  care  battle  has  been  waged — refers  to  the 
liar  myriad  of  federal  programs  for  the  aged,  the 
ig,  the  disabled,  the  unemployed,  the  low  income, 
The  costs  of  these  programs  are  huge  and  affect  the 
itry's  ability  to  produce  and  compete, 
le  "Welfare  State"  that  has  fallen  into  disrepute  in 
dinavia,  Spain,  Germany  and  most  of  Eastern  Europe 
combination  of  all  these  types  of  programs.  These 
ms  are  failing  and  pulling  down  economies  because  no 
rnment  can  endlessly  continue  to  _ 
ice  or  foster  the  costs  of  all  this, 
esident  Clinton  refers  to  conven- 
d  welfare  programs  when  he  talks 
form,  as  he  did  to  great  effect  in 
5'scampaign.  But,  as  with  so  many 
r  things  he  talked  about  in  1992, 
une  changed  drastically  in  1993. 
le  campaign  promise  was  to 
I  welfare  as  we  know  it.'"  Thus 
lat  seems  to  mean  increasing  the 

of  these  programs  as  we  know 
i,  despite  the  worldwide  experi- 

that  this  cannot  be  supported, 
le  Department  of  Health  &  Hu- 

Services  (HHS)  itself  recently 
tted  that  the  costs  of  running 
ire  programs  are  rising  very  rapidly.  The  federal 
rnment  now  spends  between  $6  billion  and  $8  billion 
r  just  to  help  states  deliver  food  stamps  and  Medicaid 
ell  as  cash  benefits  for  the  Aid  to  Families  with 
mdent  Children  (AFDC)  program.  In  a  report  HHS 
ts  out  that  the  federal  government  doesn't  know  what 
>aying  for  or  what  state  or  local  governments  are 
ng  up.  It  is  also  difficult  to  keep  track  of  all  the 
rams'  many  differing  and  inconsistent  regulations, 
le  first  Clinton  budget  asked  for  a  $110  billion 
aseowcv  five  years  in  most  standard  welfare  programs, 
:  of  which  requires  work  for  benefits — a  concept 
itedly  endorsed  by  the  President.  Programs  that  do 
ire  work  are  funded  under  the  JOBS  program,  part  of 
;amily  Support  Act.  A  timely  and  well-done  analysis 
le  Heritage  Foundation's  senior  policy  analyst,  Rob- 
Lector,  shows  that  despite  rhetorical  support  of  the 
.  requirement,  the  Clinton  Administration  tried  "to 


U.S.  welfare  spending 

Billions  of  1992  dollars 
$350 


100 


'29      '40     '50  '60 

Source:  The  Heritage  Foundation. 


kill  the  only  real  work  provision  in  existing  law." 

When  the  Family  Support  Act  of  1988  was  enacted, 
sponsors  told  us  that  most  welfare  recipients  would  be 
required  to  work  to  qualify  for  benefits.  They  also  said 
that  welfare  spending  would  be  cut  because  income  to  be 
collected  from  absent  fathers  would  offset  outlays  for 
single  mothers. 

What  really  happened?  From  1988  through  1992  wel- 
fare spending  increased  by  federal,  state  and  local  govern- 
ments, from  $217  billion  to  $305  billion.  And  despite 
claims  that  "most  welfare  recipients 
[must]  work  for  benefits,"  by  1992 
only  1%  of  AFDC  parents  were  even 
required  to  perform  community  ser- 
vice, let  alone  hold  jobs. 

The  conventional  excuse  is  that 
there  has  been  a  funding  shortage  for 
the  JOBS  program.  The  only  short- 
age is  of  required  work,  not  funding. 
But  rather  than  fix  this  problem,  the 
Administration,  along  with  Con- 
gress, prefers  big  increases  in  conven- 
tional, no-work-required  welfare. 

It  was  clear  from  the  beginning  of 
the  Clinton  Administration  that  wel- 
fare reform  would  be  another  exam- 
ple of  the  Grand  Canyon-size  gulf 
between  the  President's  promises  and  his  performance — 
especially  when  his  choice  for  HHS  Secretary  turned  out 
to  be  Donna  Shalala,  whose  Children's  Defense  Fund  had 
always  opposed  benefits'  being  tied  to  work  requirements. 

President  Clinton  had  also  promised  during  the  cam- 
paign to  encourage  state  experiments  in  reducing  and 
improving  welfare.  But  when  Wisconsin  Governor  Tom- 
my Thompson  asked  permission  to  convert  his  state's 
AFDC  program  to  a  two-year  temporary  aid  program, 
HHS  tried  its  best  (unsuccessfully)  to  kill  the  request. 

All  of  this  demonstrates  that  ( 1 )  Clinton  has  once  again 
violated  his  own  campaign  promises,  (2)  Clinton's  ap- 
pointees are  not  in  favor  of  his  keeping  those  promises 
and  (3)  Clinton's  coming  welfare  reform  will  probably  be 
falsely  represented  as  requiring  recipients  to  work  and  as 
drastically  reducing  welfare  costs.  In  short,  "welfare  as  we 
know  it"  will  indeed  be  ended;  it  will  be  enormously 
larger  and  more  expensive  than  we  have  known  it.  H 
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WeVe  invested  millions 
of  dollars  in  the  design  of 
something  we  hope  you'll 
never  use.  Ironic,  isn't  it? 

Fire  sprinklers  are  curious  things. 


More  recently,  Allendale  led  the  way  in 
the  research  and  development  of  the  Early  Suppression 
Fast  Response  (ESFR)  sprinkler.  This  permits  higher 
storage  as  well  as  the  storage  of  more  challenging 
commodities,  usually  without  subsequent  sprinkler 
retrofitting.  Instead  ofjust  controlling  high  intensity  fires, 


Invest  a  lot  of  money  and  time  in  their  design  and  ESFR  sprinklers  can  actually  suppress  them,  normally 
engineering,  and  if  you're   IBP^fc  '^'  '-.-'jalMB    for  halfthe cost  ofany  other  arrangement 

really  fortunate,  they'll 
never  be  put  to  use.  But 
if  ever  one  is  activated, 


rest  assured  that  it's 
capable  of  preventing  the 


And  now,  by  integrating  our 
decades  of  fire  research  with  current 
European  sprinkler  designs,  we  have 
produced  benchmark  international 
fire  protection  guidelines.  The  result? 


A  flexible  approach  which  permits 


spread  of  fire  and  minimizing  its  damage. 

WE  SHOULD  KNOW.  We've  BEEN  LEADING  cost-effective  use  of  any  number  of 

the  way  in  sprinkler  technology  since  the  '80s.  technologies  anywhere  in  the  world. 
The  1 880s,  that  is.  Allendale  Insurance  has  been  a  ALLENDALE  IS  NOT  JUST  AN 

leading  force  behind  the  development  of  modern  insurance  company.  We  work  to  help  you  prevent 

sprinkler  technology  through  its  partnership  with  property  loss,   minimize  damage,  and  reduce 


Factory  Mutual  Engineering  &  Research. 

During  the  1970s,  Allendale  Insurance 


disruptions  to  your  business. 

After  all,  your  business  is  changing 


and  Factory  Mutual  developed  the  large  drop  every  day.  We  are  committed  to  helping  you 
sprinkler,  which  greatly  limits  fire  spread  and  allows      anticipate  change,  manage  it,  and  to  stay  ahead  of  it. 


Customers  more  flexibility  in  the  use  of  their 


warehouse  storage  space. 


That  way,  we  can  offer  our  policyholders 


%f  ^MStefls  \ksisa=i  wy»   solutions  for  their  particular  challenges. 


'.  1  j  ,4,  Ai  tt.Nu-u.E  Ins  chance,  P.O.  Box  7500,  Johnston,  Rhode  Island,  02919. 


WHHI  a  HntMU  rUH  BU5INt55 

EDITED  BY  HOWARD  BANKS 


Go  ahead — soak  the  rich 


As  predicted,  higher  tax  rates  have  started 
to  reduce  overall  income  tax  revenue,  not  in- 
crease it.  According  to  preliminary  data  from 
over  106  million  tax  returns,  in  1992  taxes  paid 
by  all  individuals  fell  by  just  over  1%  from 
1991's  level. 

The  recession  played  a  role,  of  course,  but 
the  real  villain  is  higher  tax  rates.  As  the  chart 
shows,  1983  was  the  last  year  that  tax  revenues 
declined.  But  that  decline  was  a  one-year  event, 
at  the  conclusion  of  the  severe  1981-82  reces- 
sion. By  contrast,  die  1990-91  recession  was 
mild.  And  even  though  incomes  have  contin- 
ued to  grow,  tax  revenues  from  individuals 
stopped  growing  in  1990. 

Higher  tax  rates  soak  the  rich  much  less 


lie-level 
ers  (with  AGIs 
J92  ranging 
i  $20,000  to 

000  or  so) 
ess  able  to 
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Soaking  the  middle  class 


Income  tax  burden  by  taxpayer  group 
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Sources:  IRS;  Economic  Report  of  the  President 


than  most  forecasters  expect.  In  1992  the  share 
of  individual  taxes  paid  by  the  top  1%  of  tax- 
payers (those  filing  adjusted  gross  incomes  over 
an  estimated  $176,500  in  1992)  fell  to  around 
22.5%,  down  from  apeak  of  27.6%  in  1988.  The 
share  paid  by  the  top  10%  of  taxpayers  (with 
AGls  over  $66,300)  has  also  dropped  since 
1988,  from  57.2%  to  just  over  54%.  And  note: 
Higher-income  people  shifted  income  into 
1992  to  hide  it  from  anticipated  higher  rates. 

The  problem  is  the  higher  28%  capital  gains 
tax  rate  that  was  imposed  in  the  1986  tax  re- 
form. The  net  gain  from  sale  of  capital  assets 
fell  to  $70  billion  in  1992,  down  from  $104 
billion  in  1991  and  $159  billion  in  1988. 
Because  the  high  capital  gains  tax  discourages 
selling,  the  stock  market  is  probably  setting 
itself  up  for  a  nastier- than -necessary  correction. 

The  poorest  50%  of  taxpayers  (those  filing 
AGls  up  to  $20,200  in  1992)  continue  to  pay  a 
steadily  smaller  share  of  the  total  take — 
around  5.5%  in  1992,  down  from  7.5%  in  1981 . 
So  guess  who  loses  again?  That's  right,  mid- 
dle-income taxpayers  with  1992  AGls  up  to 
$65,000  or  so.  They  have  been  paying  a 
steadily  increasing  share  of  taxes. 

Congressional  liberals  and  the  Clinton 
White  House  continue  to  advocate  soaking  the 
rich,  who  now  face  a  top  marginal  federal  rate 
of  over  41%,  and  50%  if  they  live  in  high-tax 
cities  like  New  York  and  Los  Angeles  (see  story, 
p.  68).  But  as  the  latest  tax  collection  data  again 
make  clear,  one  aspect  of  being  well  off  is  the 
ability  to  protect  some  of  what  one  makes  from 
the  redistributionists  in  Washington. 


Washington's  save -and- spend  crowd  plumbs  new  depths 


Once  appropriated  by  politicians,  money  is 
never  again  not  spent,  not  even  when  the  pro- 
gram for  which  the  money  was  appropriated 
dies.  Thus  the  $22  billion  in  so-called  "savings" 
from  reducing  the  civil  service  by  252,000 
jobs  ( 160,000  of  those  will  be  cut  from  De- 
fense) as  part  of  "reinventing"  government 
has  now  been  claimed  in  seven  different  legisla- 
tive proposals.  One  of  the  latest  is  the  proposal 
from  Senator  Robert  Byrd  (D-W.Va.).  He 
wants  to  spend  the  money  on  a  crime-fighting 
trust  fund.  Fact:  The  Office  of  Management  & 
Budget  says  that  severance  packages  related  to 
these  job  cuts  would  actually  increase  the  deficit 
by  $191  million  over  five  years. 

One  of  Congress'  oddest  ways  to  "save" 
money  was  passed  quietly  last  August.  It  re- 
quires employers  to  give  the  Department  of 
Health  &  Human  Services  the  names  and  Social 
Security  numbers  not  only  of  every  employee, 


but  also  of  every  employee's  dependents  who 
receive  health  insurance,  and  the  coverage 
that  they  receive.  Firms  that  miss  this  burden- 
some new  rule  will  be  liable  for  up  to 
$250,000  in  fines. 

The  rationale:  Congress  can  claim  almost 
$1  billion  in  savings  over  five  years  (and  spend 
that  much  more  on  pork)  by  claiming  that 
these  reported  Social  Security  numbers  will  help 
uncover  disabled  and  elderly  Medicare  and 
Medicaid  recipients  who  should  instead  be  cov- 
ered by  their  spouse's  or  parent's  insurance. 

The  savings  are  illusory.  The  General  Ac- 
counting Office  reckons  less  than  2%  of  employ- 
ees or  their  dependents  are  covered  by  these 
programs  and  the  government  already  finds 
most  of  them  by  other  means.  But  if  the  re- 
porting requirement  is  repealed,  the  politicians 
would  be  unable  to  respend  the  $1  billion. 

-H.B.  and  Janet  Novack  wm 
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BY  ROBERT  ROSENSTEIN 


The  Forbes  Index  (i967=ioo) 
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Current  246. 5t 

Previous  244.8 
Percent  change  0.7% 


The  bond  market  seems  to  be  concerned  about  inflation, 
but  Philip  Braverman,  chief  economist  at  DKB  Securities, 
predicts  the  Consumer  Price  Index  will  climb  no  more 
than  2.4%  this  year.  He's  assuming  that  economic  growth 
will  remain,  sluggish  at  least  through  the  third  quarter  (his 
forecast  is  for  1.7%  GDP  growth  for  all  of  1994,  much  less 
than  most  economists  anticipate)  and  that  manufacturers 
will  be  unable  to  pass  along  many  price  increases  to  con- 
sumers. The  downside  of  this,  Braverman  says,  is  that  real 
personal  income  will  grow  only  about  2%  in  1994. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

7.3% 

Index  of  leading  indicators  Nov  vs  Oct 

Dept  of  Commerce 

0.5% 

Trade  balance  12  months  ended  Oct  1993 

Dept  of  Commerce 

-SI  13  bit 

All-commodity  producer  price  index  Nov  vs  Oct' 

Dept  of  Labor 

-0.2% 

GDP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Commerce 

2.9% 

M2  (3-month  change) — annualized  growth5 

Federal  Reserve 

2.5% 
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1  U.S. -based  manufacturers,  excludes  imports,  as  of  12/30/93. '  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


105 


Industrial  production  index  (1987=100! 
seasonally  adjusted  (Federal  Reserve) 


Services    •  Total  index 


Inventories    •   New  orders 


165 


270 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 

HMnHMnHHMMMHMHH 


140 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


3300 


3100 


2900 


2700 


Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


400 


370 


340 


185 


310 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Retail  sales  (Sbilhons), 

seasonally  adjusted  (Dept  of  Commerce) 


790 


770 


750 


730 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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-in-Class  Passenger/Cargo  Room  Side  Door  Guard  Beams  24-Hour  Roadside  Assistance5 
4-Wheel  ABS    4x4  Touch-Drive    6-Way  Power  Sport  Buckets 


IN  EACH  OF  US, 
1ERES  A  DREAMER 
AND  A  REALIST. 


IND    YOURSELF    IN    AN  EXPLORER. 

The  world's  just  too  big  to  be  kit  unexplored. 


If  General  Motors  can  hit  on  all  cylinders . . .  vroom!  It  could  earn  $12  a 
share.  That's  not  in  the  bag,  but  it  isn't  as  farfetched  as  it  may  sound. 

Revving  up 


By  Jerry  Flint 


Jack  Smith  and  his 
future  German-mad 
Cadillac;  bottom, 
the  new  Monte  Carle 
"We  get  the 
product  right,  the 
market  share 
will  take  care  of 
itself." 


After  losing  nearly  $30  billion  dur- 
ing 1990-92,  General  Motors  Corp. 
broke  back  into  the  black  last  year 
with  earnings  of  about  $2  a  share.  Yet 
it  made  not  a  penny  in  its  core  busi- 
ness, selling  cars  in  North  America. 
To  show  an  overall  profit,  foreign 
carmaking  divisions  plus  GM's  gmac, 
eds  and  Hughes  had  to  absorb  the 
billions  GM  lost  selling  2.9  million  cars 
in  the  U.S.  It  took  an  estimated  $140 
billion  in  global  sales  to  yield  a  net 
profit  of  $2-billion-plus — barely  a 
penny  and  a  half  on  the  sales  dollar. 

However,  the  earnings  leverage 
that  produced  those  automotive 
losses  is  now  in  reverse.  Leverage  has 
begun  working  for  GM  again.  In  a  chat 
with  FORBES  earlier  this  month,  Chief 
Executive  Jack  Smith  said  GM  should 
be  able  to  earn  3%  to  4%  on  North 
American  sales.  "And  5%  is  not  out  of 
the  question,"  Smith  adds,  "but  I 
would  be  more  comfortable  saying  3% 
or  4%."  Farfetched?  Chrysler  is  al- 
ready netting  5  cents  on  the  sales 


dollar  on  a  business  that  is  almost 
entirely  North  American. 

Don't  look  for  such  miracles  this 
year.  Okay,  but  when?  "I  would  like 
to  think  we'll  be  generating  pretty 
good  numbers  before  1997,"  Smith 
replies.  "I'd  go  1996.  We  don't  want 
to  wait  around  for  this." 

If  GM  can  get  that  4%  on  $90  billion 
worth  of  North  American  sales, 
you're  talking  almost  $4  billion.  As- 
sume another  good  year  in  gm's  other 
businesses,  plus  a  little  extra  if  margins 
inch  back  above  the  4%  level,  and  GM 
could  net  $10  billion.  We're  talking 
$12  a  share. 

None  of  this  is  in  the  bank.  But 
given  the  leverage  in  the  carmaking 
business,  it's  quite  possible,  provided 
GM  has  the  product  and  assuming  the 
rest  of  its  business  doesn't  fall  apart. 
These  aren't  the  big  "ifs"  they  were  a 
year  ago. 

Smith  rattles  off  the  new  models 
coming  this  year  from  Chevrolet, 
Oldsmobile  and  Buick.  "And  next 


year  we've  got  a  blockbuster,  tl 
420."  That's  a  big  utility  vehicl 
probably  bigger  than  Ford's  Explo 
er.  Smith  also  has  high  hopes  for  a  G 
minivan  coming  in  mid- 1996. 

"My  experience  from  Europe  w; 
this,"  Smith  says.  "We  figured  that 
we  got  the  product  right  and  peop 
liked  it,  we'd  get  market  share.  An 
that's  proved  to  be  the  case.  That 
now  the  same  philosophy  here  [i 
North  American  operations].  We  g( 
the  product  right,  the  market  shai 
will  take  care  of  itself." 

Smith  talks  like  a  car  man  eve 
though  he  came  up  through  the  f 
nancial  side.  Financial  people  tend  t 
set  goals  such  as  market  share  an 
work  back  to  product.  Car  peop; 
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with  product.  Product-oriented 
is,  Smith  is  uneasy  when  you  ask 
about  regaining  market  share 
the  drop  that  took  GM  from  over 
3f  the  U.S.  market  down  to  34%. 
le  knows  you  can  boost  profits 
jut  increasing  market  share  if 
cars  catch  on  with  the  public, 
ase  then  you  don't  need  to  spend 
uch  for  rebates  and  you  can  cut 
on  low-profit  fleet  sales.  Smith 
i't  need  reminding  that  Chrysler 
mensely  profitable  with  just  15% 
s  market.  Get  the  product  right, 
lumbers  will  follow. 
1,  sure,  he  adds:  "Obviously  we 
to  get  the  cost  right.1'  GM  has 
iy  chopped  its  salaried  ranks — 
94,000  to  71,000  in  two  years; 
3urly  force,  currendy  down  to 
300,  will  be  cut  further  this  year, 
0,000. 

lith  is  looking  to  Asia  for  much  of 
ompany's  growth — and  Mexico, 
ng  pulled  out  of  its  partnership 
Daewoo  in  Korea  ("The  Kore- 
re  difficult  to  deal  with,"  says 
i),  GM  is  building  or  planning  to 

its  European-type  Astra  cars  in 
an,  Malaysia  and  Thailand.  GM  is 
ing  a  large  operation  in  Indone- 
>  produce  American-type  utility 
les  and  pickups  and  the  small 

car.  The  plant  is  scheduled  for 
>letion  late  this  summer,  with 
1  output  of  about  25,000  or 
30  vehicles. 

India,  GM  expects  to  be  in  a  joint- 
ire  plant  with  Hindustan  Motors 
iroda.  The  engine,  transmission 
itampings  will  be  done  in  India 

the  potential  of  producing 
30  small  cars  a  year.  China?  GM 

truck- building  program  there; 
aking  is  under  discussion, 
t  Mexico!  "The  market  in  North 
'ica  that  is  going  to  propel 
th  is  Mexico,"  says  Smith.  GM 
Ford  and  Chrysler)  build  only 
"ican-type  cars  in  Mexico,  where - 
olkswagen  and  Nissan  build 
er,  cheaper  cars.  In  about  three 
,  GM  will  build  a  version  of  the 
German  Opel  Corsa  in  Mexico, 
intry  that  is  turning  peasants  into 
le-class  consumers  needs  small 
o  get  people  started. 
iat  $12  a  share  may  never  hap- 
but  anybody  who  thinks  it's  im- 
ble  has  forgotten  how  cyclical 
uto  business  is.  Ml 
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The  great  success  of  Toys  "R"  Us  in  the  Japanese 
market  says  a  lot  of  about  how  fast  Japanese  society 
is  changing. 

Bull  in 

the  Japan  shop 


Gale  Eisenstodt 

"I  think  of  our  Japan  strategy  in 
military  terms,"  declares  Larry  Bouts, 
president  of  Toys  "R"  Us'  interna- 
tional division.  "We  could  have  land- 
ed at  just  one  small  part  of  the  beach. 
We  felt  it  was  more  appropriate  to 
come  on  hard  and  fast." 

Starting  from  scratch,  in  just  two 
years  Toys  "R"  Us  has  opened  16 
U.S. -style  toy  superstores  through- 
out Japan,  and  within  two  more  years 
expects  to  have  35.  These  are  truly  big 
stores.  Whereas  Toys'  typical  U.S. 
outlet  rings  up  $10  million  a  year  in 
sales,  the  Japanese  stores  average  $15 
million  to  $20  million  each.  Already 
they  stretch  in  an  arc  from  Okinawa 
island  in  the  south  to  Sapporo  city  in 
the  north. 

"Toys  "R"  Us  is  creating  a  virtuous 

Shoppers  at  Toys 
"R"  Us  store 
near  Tokyo 
Japan's  absen- 
tee workaholic 
father  is  becom- 
ing a  relic. 
Families  now 
spend  more 
time  together. 


cycle,"  says  Walt  Shill,  a  partner  at 
McKinsey  &  Co.  in  Tokyo.  "Too 
many  foreign  businesses  fail  because 
they  never  get  the  critical  mass  needed 
to  make  things  work." 

The  barriers  were  formidable.  Ini- 
tially, few  Japanese  toy  companies 
were  willing  to  risk  offending  whole- 
salers by  supplying  merchandise  di- 
rectly to  Toys  "R"  Us.  But  the  com- 
pany's critical-mass  strategy  is  being 
vindicated  as  more  and  more  suppliers 
cave  in.  Says  Yoshikazu  Hashimoto, 
president  of  Japan's  Toys  Magazine: 
"Toys  "R"  Us  is  too  successful  to 
ignore." 

One  supplier,  Soukichi  Uehara,  a 
director  at  videogame  manufacturer 
Sega  Enterprises,  figures  Toys  "R" 
Us  already  has  about  4%  of  Japan's 


Toys  "R"  Us 


Barbie  at  Toys 
"R"  Us  in  Japan 
U.S.  toy  compa- 
nies are  beefing  uf 
local  operations 
as  Toys  "R"  Us 
provides  retail 
shelf  space 
previously  all 
but  denied. 


retail  toy  market,  and  that  w  ithin  two 
years  it  will  have  nearly  10%. 

A  hurdle  for  any  retailer  in  Japan, 
Japanese  and  foreign  alike,  is  securing 
good  real  estate  at  reasonable  costs. 
Many  landlords,  seeing  the  opposi- 
tion Toys  "R"  Us  faced  from  local 
retailers,  were  at  first  reluctant  to  lease 
locations.  They  soon  changed  their 
tunes.  With  Toys  "R"  Us  outlets 
drawing  huge  crowds,  potential  land- 
lords were  happy  to  have  a  Toys  outlet 
at  favorable  prices.  Beams  Larry 
Bouts:  "Our  cost  structure  in  Japan  is 
ever  decreasing." 

Shusuke  Kubota,  an  executive  at 
Japanese  toy  manufacturer  Takara, 
believes  Toys  "R"  Us  is  benefiting 
from  profound  social  change.  Japan's 
absentee,  workaholic  salaryman  fa- 
ther is  increasingly  becoming  a  relic, 
and  his  successor  is  taking  life  easier, 
spending  more  time  with  his  family. 
"Young  Japanese  families  now  spend 
more  time  together,"  Kubota  ex- 
plains. "On  a  Sunday  they  get  in  the 
car,  go  out  to  lunch  and  then  browse 
at  a  big  store  like  Toys  "R"  Us."  Toys 
Majjazinc\  Hashimoto  puts  it  this 


way:  "Toys  "R"  Us  has  made  shop- 
ping into  a  form  of  leisure  in  Japan." 

Mikio  Hoshino  is  fairly  typical  of 
the  new  urban  worker/consumer/ 
father.  Hoshino,  his  wife,  Yumiko, 
and  their  two  children  recently  piled 
into  the  family  car  and  drove  an  hour 
to  visit  the  nearest  Toys  "R"  Us  store, 
in  Ibaraki  Prefecture,  outside  Toyko. 
"None  of  the  toy  stores  near  our 
house  have  this  much  variety,"  ex- 
claims Mikio  Hoshino,  as  he  pushes  a 
cart  past  floor-to-ceiling  shelves  filled 
with  everything  from  dolls  to  video- 
games to  Pampers  to  bicycles. 

Seeing  Toys  "R"  Us  successful 
with  its  massive  invasion,  other  U.S. 
companies  are  gaining  courage.  Until 
1991  Mattel  had  marketed  its  prod- 
ucts through  licensing  deals  and  joint 
ventures.  But  then  it  began  cutting 
out  the  local  partners  and  now  oper- 
ates its  own  Japanese  subsidiary.  Mat- 
tel has  relaunched  Barbie,  this  time  as 
the  same  doll  it  sells  worldwide — its 
dark-eyed,  flat-chested  Japanized 
Barbie  never  sold  well.  Global  Barbie 
is  catching  on.  "Japanese  people  al- 
ways believed  that  this  country  was 


different,"  says  Ted  Fukudome,  pres 
ident  of  Mattel  Toys  in  Tokyo.  "Bu 
these  days  Japanese  kids  are  taller,  an< 
families  travel  abroad.  We  are  part  c 
the  worldwide  economy." 

Recognizing  that  the  Japanes 
market  has  become  more  internation 
al,  $45  million  (sales)  Nomura  To 
recently  sold  out  to  Hasbro.  "The  to 
industry  is  becoming  a  global  busi 
ness,"  explains  Hisamichi  Yajima 
marketing  manager  at  Nomura  Toy 
"We  will  benefit  from  Hasbro' 
reach."  Big  ($2.2  billion  sales)  Japa 
nese  toymaker  Bandai  Co.  is  trying  t< 
become  an  international  player  itseli 
Bandai 's  Mighty  Morphin  Powe 
Ranger  action  figures  were  a  huge  hi 
in  US.  toy  stores  this  Christmas. 

Sign-of-the-new-times:  This  pas 
Christmas,  for  the  first  time  evei 
Japan's  snobbish  department  store 
offered  big  discounts  on  toys.  To; 
store  chains  such  as  Chiyoda's  Hell< 
Mac  and  Marutomi's  Ban  Ban  ar 
cutting  prices  sharply.  Japan  i 
changing.  In  its  capitalistic  way 
Toys  "R"  Us  is  helping  push  til 
change  along.  ■ 
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n  Gary  Bettman  do  for  ice  hockey  what  David  Stern 
I  for  basketball?  So  far,  the  outlook  is  hardly  promising. 


tad  blood 
>n  the  ice 


/icki  Contavespi 

r  March,  only  four  weeks  after 
lg  over  as  commissioner  of  the 
lonal  Hockey  League,  Gary  Bett- 
i  was  at  a  press  conference  making 
:king  sounds  in  front  of  the  TV 
eras.  This  was  serious  quacking, 
man  was  there  with  Walt  Disney 
Chairman  Michael  Eisner.  Dis- 
had  just  paid  $50  million  to 
ch  its  NHL  team  the  Anaheim 
hty  Ducks. 

long  with  the  new  Florida  Pan- 
s,  owned  by  Blockbuster  Video's 
ne  Kuizenga,  the  Mighty  Ducks 


were  a  much-needed  boost  for  the 
moribund  NHL.  U.S.  national  televi- 
sion ratings  for  hockey  have  been 
awful,  averaging  about  440,000  U.S. 
homes  this  season — about  half  the 
cable  audience  for  professional  wres- 
tling, and  down  from  49 1 ,000  homes 
in  1992.  Several  teams,  including  the 
New  York  Islanders,  Washington 
Capitals  and  Edmonton  Oilers,  are 
losing  money. 

Bettman,  41,  was  hired  to  turn 
hockey  into  a  big-money  sport.  A 
short,  pugnacious  lawyer,  he  worked 


mal  Hockey  League  Commissioner  Gary  Bettman 
ig  to  duplicate  the  success  of  the  NBA. 


for  several  years  under  National  Bas- 
ketball Association  Commissioner 
David  Stern,  the  man  who  engineered 
the  nba's  turnaround  from  moneylos- 
ing  obscurity  to  high-profile  success 
(Forbes,  June  7,  1993).  When  the 
nhl  came  calling,  Bettman  jumped  at 
the  chance  to  run  his  own  show  and 
do  for  hockey  what  his  former  boss 
did  for  basketball.  But  Bettman  seems 
to  have  forgotten  whatever  Stern 
taught  him. 

To  turn  around  the  NBA,  Stern  as- 
siduously wooed  the  players.  He  cut 
them  in  on  the  nba's  revenues  from 
TV,  tickets  and  product  licensing,  for 
example,  in  exchange  for  caps  on 
players'  salaries.  The  salary  caps 
helped  Stern  fund  an  aggressive  cam- 
paign to  market  the  league,  which  in 
turn  made  players  and  owners  alike 
richer. 

Bettman,  by  contrast,  is  alienating 
hockey's  players.  The  skaters  earn 
$525,000  on  average,  making  hockey 
the  lowest-paid  professional  sport. 
Bettman  may  well  have  to  tell  the 
players  to  stop  demanding  higher  sal- 
aries, and  is  stingy  when  it  comes  to 
dangling  the  carrot  of  sharing  in  the 
nhl's  licensing  revenues — which 
jumped  to  nearly  $800  million  last 
year  from  $275  million  in  1991. 

The  players  are  particularly  upset 
that  Bettman  won't  deal  them  in  for  a 
piece  of  sales  of  hockey  jerseys  with 
their  names  on  them.  '''Authentic" 
jerseys  cost  vendors  $70  to  $120  and 
sell  for  upwards  of  $250.  All  told, 
retailers  sell  $55  million  worth  of 
these  jerseys  a  year  and  the  teams 
pocket  all  of  the  roughly  $2.5  million 
in  royalties. 

Bettman  promised  he  would  share 
some  of  the  jersey  revenues  with  the 
players  last  fall  but  has  failed  to  deliv- 
er. The  Players  Association  then  tried 
to  make  its  own  royalty  deal  with  the 
vendors.  In  December  Bettman  took 
the  players  to  court,  and  even  served 
Players  Association  President  Mike 
Gartner,  the  New  York  Rangers'  star 
right  wing,  with  court  papers  just 
before  a  game. 

"What  I  tried  to  do  was  protect  the 
people  [vendors]  that  are  out  there 
promoting  the  league  and  the 
players,"  says  Bettman.  Retorts  Rob- 
ert Goodenow,  the  Players  Associa- 
tion executive  director:  "Bettman 
knows  he's  made  a  horrible  mistake 
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Hockey 


Yue-Sai  Kan  is  changing  the  face 

of  the  Middle  Kingdom  one  lipstick  at  a  time. 

China's  new 
role  model 


on  this  one."  The  suit  is  still  pending. 

( )n  another  front,  the  NHL  is  fight 
ing  with  retired  players  such  as  Cordic 
I  Iovve,  "Mr.  Hockey"  himself,  over 
$40  million  in  pension  money  the 
retired  players  feel  they  are  owed. 
Bettman  admits  he's  getting  terrible 
publicity  from  the  litigation,  hut  there 
is  so  much  of  the  niiLs  money  in- 
volved that  he  can't  afford  to  retreat. 

The  nhl's  referees  don't  think 
much  of  the  new  commissioner,  ei 
ther.  Late  last  year  the  officials  were 
demanding  a  100%  increase  in  entry 
level  salaries,  to  $100,000.  Bettman 
saiil  no,  and  the  re  Is  went  on  strike  for 
17  days.  The  dispute  was  finally  re- 
solved in  early  December,  but  bad 
blood  still  exists  between  Bettman 
ami  the  rets. 

About  the  only  group  Bettman 
hasn't  offended  are  the  NHL's  team 
owners.  But  he  may  have  to  go  to 
work  on  them,  too.  Bettman  desper 
ately  needs  to  get  the  league  more 
broadcast  revenues.  Pro  basketball 
has  four  year  television  contracts  with 
NB<  and  Turner  Broadcasting  worth  a 
total  of  $1.1  billion.  But  the  NHL  has 
only  a  five  year  ESPN  contract  tor  at 
most  $80  million  that  runs  through 
1997,  and  a  live  year,  $150  million 
deal  with  the  Canadian  Broadcasting 
Corp.  that  ends  this  year.  Those  na- 
tional TV  revenues  are  split  among  26 
teams,  w  hich  amounts  to  only  about 
$8  million  a  year  per  team. 

To  raise  more  money  to  spend  on 
marketing  the  niii  and,  hopefully, 
broaden  its  TV  exposure  and  revenues, 
Bettman  may  be  forced  to  try  to 
colled  a  portion  of  the  teams1  local 
broadcasting  revenues.  This  would 
bring  howls  from  the  cash  Strapped 
owners.  Last  year,  lor  example,  the 
Edmonton  Oilers  would  have  lost 
about  $c>  million  had  it  not  been  for 
the  $4.5  million  in  local  telex  ision  and 
radio  broadcast  fees. 

The  niii 's  players  have  been  skat 
ing  without  a  contract  since  the  be- 
ginning of  the  season.  Why  hasn'i 
Bettman  focused  his  attention  on  this 
important  issue?  "Well,  excuse  >«<•/" 
he  explodes  w  hen  a  FORBES  reporter 
puts  the  question  to  him.  "1  also  have 
400  other  things  that  are  front  burn 
er  items,  and  1  have  a  league  to  run  on 
a  daily  basis." 

A  commissioner  out  of  his  depth? 
So  it  seems  an 


By  Graham  Button 

"Doing  BUSINESS  in  China  is  a  night 
mare!"  fumes  TV  star/cosmetics  mo 
gul  Yue  Sai  Kan,  whose  poise  and 
charm  are  known  to  Chinese  televi- 
sion viewers  numbering  in  the  hun- 
dreds of  millions.  She  cites  red  tape, 
higher  charges  for  foreign  companies 
and  difficulties  in  enforcing  contracts. 

We  should  all  have  such  night 
mares.  New  York-based  Yue-Sai  Kan 
Cosmetics,  Ltd.  entered  Shanghai  in 
the  fall  of  1992  and  has  been  profit- 
able since  its  first  month  ot Operation. 
Promoted  as  "  The  best  the  world  has 
to  offer  for  Asian  women,"  Kan's  line 
of  perfume  and  cosmetics  is  now  sold 
through  department  stores  in  eight 
markets  in  central  and  northern  Chi- 
na. Last  year,  sales  hit  $12  million, 
versus  $2  million  on  an  annualized 


basis  for  the  company's  three  month; 
of  operation  in  1992. 

In  Mao  days,  Chinese  communisn] 
was  unisex- minded.  Women  werenl 
supposed  to  look  like  women.  "  The 
education  of  beauty  did  not  exist  ir 
China  for  40  years,"  says  Kan,  44,  i 
diminutive  woman  with  an  animated 
demeanor.  She  is  helping  Chinese 
women  make  up  for  lost  time,  deploy 
ing  rigorously  trained  young  worn 
en — known  as  "little  Yue-Sais" — tc 
staff  department  store  counter? 
where  her  products  are  sold.  Clad  ir 
black  uniforms  with  brightly  colored 
scarves,  they  project  cosmopolitan 
confidence  to  people  long  starved  GJ 
glitz  and  glamour.  Now  they  look  at 
least  a  little  bit  like  Yue-Sai.  It  woull 
be  hard  to  find  a  more  appropriate 
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doI  for  a  capitalistic  China, 
in's  father,  Wing-Lin,  is  a  cele- 
;d  painter,  and  her  grandfather 
ed  so  many  houses  in  Canton, 
t  were  streets  named  after  him. 
r  the  Communist  takeover  in 
),  the  family  fled  to  Hong  Kong, 
re  Kan  studied  at  the  exclusive 
yknolt  convent  school  and  was 
pered  by  her  family  with  a  Rus 
ballet  instructor.  She  graduated 
i  a  branch  of  Brigham  Young 
ersity  in  Hawaii. 
1971  she  visited  Manhattan  and 
jmitten.  After  a  few  years  as  part- 
n  a  small  import-export  business 
iced  by  her  family,  Kan  sold  out 
went  into  TV  production.  For  her 
Knglish-language  show,  Looking 
,  Kan  signed  up  advertisers  like 
apore  Airlines  and  the  Hong 
g  Tourist  Association.  Designed 
troduce  Americans  to  Asian  cul 
Looking  East  eventually  was 
:d  up  by  the  Discovery  Channel 
:arried  on  cable  systems  through- 
:he  country. 

in  won  favor  with  the  rulers  of 
la  with  her  production  One 
Id,  which  was  supported  by  U.S. 
panics  like  Procter  &  Gamble  and 
1  free  to  the  Chinese  broadcast - 
ninistry.  The  show  gave  an  audi- 

of  some  400  million  their  first 
pse  of  life  beyond  the  Bamboo 
ain;  subjects  ranged  from  head- 
ers in  Malaysia  to  the  Queen  of 
mark.  "I  spoke  more  to  the  Chi- 

people  than  the  Chinese  leaders 
e  to  the  Chinese  people,"  says 

an  American  citizen  since  1978. 
ow  to  capitalize  on  that  experi- 
?  Kan  first  thought  about  creat- 
i  line  of  cosmetics  for  Asians  in 
),  but  the  idea  didn't  get  off  the 
nd  until  she  married  James 
lanus  in  1990.  McManus,  60,  is 
der  and  majority  owner  of  West 
,  Conn. -based  Marketing  Corp. 
nerica,  a  $300  million  (revenues) 
xting  services  company  whose 
idiaries  include  Business  Express, 
*ional  airline  in  the  Northeast. 
;ther  they  invested  $4  million  to 
:h  Yue-Sai  Kan  Cosmetics.  The 
ept,  says  McManus,  was:  "Yue- 
the  new  face  of  China,  the  first 
of  cosmetics  designed  for  Asians 
i  Asian.11 

)  avoid  the  steep  import  tariffs  on 
led  goods,  Yue-Sai  Kan  Cosmet- 


Cosmetics  mogul/TV  star  Yue-Sai  Kan 
"The  new  face  of  China." 


ics  processes  in  China  raw  ingredients 
imported  from  the  U.S.  Her  lipstick 
sells  for  $6,  versus  an  average  of  $4  for 
local  brands  and  $20  for  imported 
brands.  Like  a  lot  of  smart  celebrities, 
Kan  capitalizes  on  her  image  to  give 
luster  to  quite  ordinary  products. 
When  entering  a  new  market,  she 
gives  demonstrations  and  public  lec- 
tures and  gainers  lots  of  free  publicity. 
There  are  also  private  talks  with  the 
likes  of  the  wife  of  Chinese  Prime 
Minister  Li  Peng. 

Bypassing  the  official  CCTV,  Kan 
uses  local  television  stations  for  her 
advertising  messages.  She  has  pro- 
duced a  new  series,  Yue-Sai's  World, 
which  local  stations  get  free  in  ex- 
change for  letting  Kan  run  two  com- 
mercial spots.  One  episode — using 
footage  from  Wisconsin,  New  York 
City  and  Japan — examined  the  craze 
for  Harley- Davidson  motorcycles. 
"The  boys  lovcd  'xtV  exclaims  Kan. 


l  or  all  her  complaints  about  red 
tape,  Kan's  way  has  been  eased  con- 
siderably by  her  local  celebrity  status. 
With  fame  comes  quanxi,  or  connec- 
tions. So,  for  example,  Kan  wasn't 
required  to  enter  into  a  joint  venture 
with  a  local  Chinese  firm.  This  gives 
her  a  big  advantage  over  competitors 
like  Avon,  Unilever  and  Japan's  Shi  - 
seido,  all  of  which  had  to  take  Chinese 
joint  venture  partners.  She  recounts 
with  a  smile  an  offer  she  received  from 
the  bureaucrats  at  a  local  tax  bureau. 
They  offered  to  do  a  joint  venture 
with  her.  "What  is  more  ridiculous 
than  the  tax  bureau  asking  me  if  I'm 
interested  in  putting  together  a  joint 
venture  for  beauty  salons?"  she  says 
incredulously. 

"Sometimes  I  get  so  upset  with 
them,"  she  says  of  her  former  conn 
trymen.  "Then  I  step  back  and  say, 
'It    is    amazing    what    they  have 
done.'  "  m 
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As  far  as  any  business  niche  is  secure  these  days, 
Wolverine  Tube's  specialty  is. 

Tubes  with  fins 


By  Amy  Feldman 

At  the  Pentagon,  the  mammoth  6.6- 
million-square-foot  complex,  eight 
huge  commercial  air  conditioners 
cool  the  offices  and  computer  rooms 
on  hot  summer  days.  Like  almost  all 
of  the  country's  80, 000  commercial 
air  conditioners — or  chillers,  as 
they're  called — the  Pentagon's  ma- 
chines work  by  using  chlorofluoro- 
carbons  to  chill  water.  The  cfcs  and 
water  are  separated  by  copper  tubes 
and  the  radiational  cooling  of  the 
tubes  cools  the  air.  But  federal  rules 
mandate  a  halt  to  CFC  production  by 
1996,  so  all  those  chillers  will  eventu- 
ally have  to  be  retrofitted  or  replaced. 
The  Pentagon  will  start  replacing  its 
chillers  early  this  year.  The  estimated 
total  cost:  $10  million. 

Manufacturers  of  the  air  condition- 
ers and  of  the  parts  that  go  into  them 
are  drooling.  One  big  winner  is  Deca- 


tur, Ala. -based  Wolverine  Tube,  Inc., 
the  country's  largest  ($480  million, 
estimated  1993  sales)  maker  of  cop- 
per tubing.  Wolverine  has  a  virtual 
lock  on  the  market  for  the  type  of  tube 
that  goes  into  chillers.  Because  the 
hydrofluorocarbons  and  hydrochloro- 
fluorocarbons  replacing  cfcs  don't 
cool  as  efficiently  as  cfcs,  chillers  will 
be  refitted  with  different  copper  tub- 
ing, or  replaced  outright.  A  typical 
chiller  uses  huge  amounts  of  the  tub- 
ing: 360  million  pounds  of  it  is  cur- 
rently in  use  and  the  vast  majority  of  it 
will  eventually  have  to  be  replaced. 

In  addition  to  chillers,  there  are  the 
large  commercial  and  home  refrigera- 
tion markets,  which  also  use  cfcs  for 
cooling.  In  the  residential  market 
alone,  150  million  refrigerators  will 
be  phased  out. 

Wolverine  has  developed  seamless 


copper  tubes  with  elaborate  pattern; 
of  minute  ridges  and  bumps  on  th( 
inside  and  outside,  effectively  increas 
ing  the  surface  area  without  increas- 
ing the  diameter  of  the  tubes.  Th( 
patented  tubes  are  up  to  five  times  a; 
efficient  as  the  company's  own  oldei 
generation  heat- transfer  tubes,  and  ar 
even  more  efficient  generation  o 
tube  will  be  on  the  market  in  1994 
Wolverine's  chief  executive,  Johr 
Quarles,  says:  "The  growth  is  there 
and  it's  going  to  accelerate." 

It  is  already:  Chiller  orders  in  199; 
were  up  over  30%,  and  so  far  onlj 
about  6%  of  the  existing  machine: 
have  been  converted  or  replaced. 

Wolverine  dominates  tubing  foi 
commercial  air  conditioners,  and  ha; 
a  major  stake  in  the  refrigeration  in 
dustry.  The  company  has  earmarkec 
$36  million  for  capital  improvements 
including  increasing  capacity  of  engi 
neered  tube  by  15  million  pounds 
about  10%.  And  it  will  invest  anothei 
$35  million  to  open  an  eighth  plant  tc 
add  another  25  million  pounds  o 
commercial  tube  capacity  in  1995. 

Wolverine  (after  Michigan's  statx 
nickname)  was  founded  in  Detroit  ir 
1916  as  a  supplier  of  copper  tubing  tc 
the  young  automotive  industry.  Aftei 
a  checkered  history  of  being  sold  anc 
resold,  it  became  an  independem 


Wolverine 
Chief  Executive 
John  Quarles 
"The  growth  is 
there,  and  it's 
going  to 
accelerate." 
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The  Lexus  GS_ 


Chances  are,  you  havent  foi 
a  practical  use  for  calculal 
the  angles  of  an  isosceles  trial 


©  1993  Lexus,  A  Division  Of  Toyota  Motor  Sales,  V.S.A..  Inc.  Lexus  reminds  you  to  wear  seat  belts  am 


;ver  Need 
ii  School 


The  suspension  of 
the  Lexus  GS  has 
been  designed  to 
provide  a  firmer 
feel  without  sac- 
rificing comfort. 


body  roll  during  cornering.  The 
end  result  is  truly  a  driver's  car. 

Discover  how  invigorating 
geometry  can  be.  Take  the  GS  out 
for  a  rigorous  test  drive.  We  only  ask 
that  you  keep  it  parallel  to  the  road. 


s  not  lost.  One  ride  in  the  Still  further  adjustments  were 
S  will  quickly  restore  your  made  to  help  reduce  front-end 
[he  virtues  of  geometry.        dive  during  braking  as  well  as 


© 


LEXU5 

The  Relentless  Pursuit  Of  Perfection, 


note  information,  call  800-872-5398  1800-USA-LEXUS).  Shown  with  optional  equipment. 


Wolverine 


company  in  a  1987  LBO  and  went 
public  last  year  at  $15.50  a  share. 
Toronto's  Genstar  Capital  owns  41% 
of  the  stock. 

Quarlcs,  a  tall  and  graying  53  year 
old  industrial  engineer  who  worked 
his  way  up  through  the  company  over 
the  past  two  decades,  runs  the  com  pa 
ny  with  a  sharp  eye  out  for  efficiency. 
Since  he  became  chief  executive  in 
1990,  operating  margins  have  more 
than  doubled,  from  3%  to  8%.  Last 
year  Wolverine  was  expected  to  earn 
$16  million,  $1.40  a  share,  before 
extraordinary  items,  on  sales  of  nearly 


Honeywell  was  making  a  nice  recovery,  when  it  got 
hit  with  a  devastating  lawsuit.  Even  if  it  loses, 
however,  the  lawsuit  won't  seriously  dim  the 
company's  prospects.- 


Under 
control 


Wolverine's  copper  tubes 

From  basic  to  finned  and  patented. 


By  Marcia  Berss 

IT'S  BEEN  A  tough  several  years  for 
Minneapolis'  Honeywell  Inc.,  the 
manufacturer  that  invented  the  ther- 
mostat. At  around  $6  billion  last  year, 
Honeywell's  sales  were  over  S 1  billion 
less  than  in  1988.  Profits  were  well 
below  their  1990  level. 

Honeywell  has  been  cleaning  up 


after  a  series  of  poorly  conceived 
quisitions  in  such  things  as  semic 
ductors  and  communication  servi 
That's  why  it  is  smaller  than  it  use( 
be.  Yet  it  is  a  lot  healthier  and  read; 
start  growing  again — but  this  turn 
businesses  it  knows  something  abc 
Michael  Bonsignore,  52,  chief 


$480  million.  Commercial  tube 
(which  includes  all  the  engineered 
products)  makes  up  only  half  the  vol- 
ume but  two-thirds  of  the  profits. 
Wolverine's  other  products  run  the 
gamut  from  tiny  copper  tubes  the 
diameter  of  a  hypodermic  needle  used 
in  residential  refrigerators  to  copper- 
alloy  tubes  that  can  withstand  the 
corrosive  environment  of  a  utility 
plant  to  copper  strip  used  in  the  elec- 
tronics industry.  Says  Quarles:  "Our 
customers  can  do  one-stop  shopping 
with  Wolverine." 

Isn't  Quarles  nervous  about  poten- 
tial competition  in  so  promising  a 
market  as  tubing  for  chillers?  Not 
terribly.  The  barriers  to  entry  for  po- 
tential competitors  are  enormous. 
Wolverine  makes  and  patents  all  the 
tools  needed  to  enhance  the  tubes  it 
makes.  "It's  a  very  protected  little 
niche  because  of  the  technology  of 
it,"  says  Lehman  Brothers  analyst  Joel 
Tiss.  The  company  has  research  part- 
nerships with  its  biggest  customers, 
for  example,  the  major  air  conditioner 
makers  York,  Carrier  and  Trane. 

As  far  as  any  c<  >mpany  can  be  said  to 
be  sitting  pretty  these  days,  Wolverine 
Tube  is.  Hi 


HoneyweH 


Honeywell  Chief  Executive  Michael  Bonsignore: 
"Top-line  growth  is  our  number  one  issue. 
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'eat  symptomatic  benign  enlarged  prostate: 

ily  one  medicine  can  shrink  the  prostate. 


ROSCAR. 

FINASTERIDE) 

recently,  there  wasn't  a  med- 
;hat  could  help  the  condition 
n  as  symptomatic  benign 
ite  enlargement  or  BPH.  But 
here  is  PROSCAR,  the  first  oral 
"iption  medicine  that  can 
c  an  enlarged  prostate. 

jer,  it  is  important  to  know  the 
ing:  PROSCAR  doesn't  work 
leryone.  Even  though  your 
te  may  shrink,  you  may  not 
improvement  in  urinary  flow 
iptoms.  And  you  may  need  to 
ROSCAR  for  6  months  or  more 
whether  it  helps  you. 

Proscar  can  shrink  an 
enlarged  prostate. 

nan  ages,  a  key  hormone  can 
:ause  the  prostate  to  grow. 
tei  actually  blocks  the  pro- 
m  of  this  hormone,  so  it  helps 
c  the  prostate  to  a  smaller 
n  many  men.  As  a  result, 
men  treated  with  PROSCAR 
lence  an  increased  urinary 
ind  an  improvement  in  uri- 
iymptoms. 

Why  you  should 
ee  your  doctor  soon. 

loctor  has  several  options  for 
reatment  of  symptomatic 
watchful  waiting  (monitor- 




W      BLADDER  / 

PROSTATE  \ 

URETHRA  r\  Vy 

RECTUM 

ate  surrounds  part  of  the  urethra,  the  tube  that 
me  from  the  bladder.  As  the  prostate  enlarges, 
eeze  the  urethra  and  cause  urinary  problems. 


ing  the  condition  with  regular 
checkups),  medication,  or  surgery. 
It's  important  to  see  your  doctor 
because  the  problem  doesn't  usual- 
ly get  better  by  itself.  In  many 
cases,  the  prostate  continues  to 
enlarge  and  the  symptoms  may 
get  worse.  So  if  your  urinary 
symptoms  are  bothering  you,  have 
your  family  doctor  or  a  urologist 
assess  your  condition  and  ask  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you. 

It  is  also  important  to  have  regu- 
lar checkups.  While  benign 
prostate  enlargement  is  not  cancer 
and  does  not  lead  to  cancer,  the 
two  conditions  can  exist  at  the 
same  time. 


Remember,  only  a  doctor  can  eval- 
uate your  symptoms  and  their  pos- 
sible causes.  So,  if  your  urinary 
symptoms  are  bothering  you,  don't 
wait  any  longer.  You  may  find  that 
your  enlarged  prostate  can  be 
made  into  a  smaller  problem. 

For  more  information  about 
prostate  enlargement  and 
Proscar,  call  1-800-635-4452 
today. 

TABLETS 


yjmq 

(FINASTERIDE) 
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Merck  &  Co.,  Inc. 


Please  see  patient  information  on  the  following  page. 
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Honeywell  Inc. 


PATIENT  INFORMATION  ABOUT 

PROSCAR  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 


Some  men  taking  PROSCAR"  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.' Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 


ecutive  since  last  April,  is  acquirii 
again,  but  in  a  focused  way,  aroui 
the  controls  business  where  Ron 
gnore  himself  built  his  career.  "() 
[  acquisition  |  strategy  now  is  linked 
our  competence,"  he  says. 

In  1992  Honeywell  bought  a  E 
ropean  company  specializing  in  aut 
mating  papermaking  companii 
Honeywell  was  a  leader  in  proa 
controls  for  pulpmakers,  but  lack 
paper-quality  sensors.  The  acqui 
tion  filled  that  hole  and  should  i 
crease  Honeywell's  sales  to  the  for< 
products  industry.  Bonsi gnore:  "T 

"In  the  past  we  said, 
'We're  not  in  those 
businesses,  let's  get 
in  them  through 
acquisition.'  Our 
[acquisition]  strategy 
now  is  linked  to  our 
competence." 


customer  wants  mill  wide  contn 
where  raw  logs  come  in  one  end  ai 
finished  paper  goes  out  the  other.' 

Controls  for  buildings  remai 
Honeywell's  biggest  business.  An  £ 
erage  SI  50  of  Honeywell's  goods ; 
in  100  million  homes  worldwit 
Bonsignore  thinks  the  home  of  t 
future  will  use  far  more  Honeyw 
products.  A  new  product,  Tot 
Home,  controls  lights,  security,  tei 
perature,  shuts  off  the  television  an 
in  the  future,  will  close  windov 
Cost:  about  S4,000  for  a  3,00 
square-foot  house.  Honeywell  sc 
around  1,400  TotalHome  systei 
last  year,  a  good  start. 

Last  year  Honeywell  nearly  do 
bled  orders  from  schools,  to  $2l 
million,  with  a  program  guaranteeii 
savings  from  heat  and  lighting  ai 
from  integrating  fire  and  safety  S) 
terns.  "And  somebody  says  there's  i 
growth  in  building?"  Bonsignc 
asks.  "We  just  have  to  know  where 
look." 

Honeywell  now  gets  over  a  third 
its  revenues  from  overseas,  but  h 
barely  scratched  the  markets  in  Rus: 
and  Eastern  Europe,  which  bac 
need  Honeywell's  energy-conservii 
industrial  control  systems.  Honeyw 
has  already  automated  25%  of  t 
fertilizer  plants  in  the  former  Sovi 


i  iiib  mil  ituu  lw      iiijji-wii  10  dui.il  <u. 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below 

•  Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 
What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  Daby. 
it  may  cause  the  male  baby  to  be  born  with, 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 

are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


O  MERCK 

©  1993,  Merck  &  Co.,  Inc. 
West  Point,  PA  19486 
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A  BRIGHT  FINANCIAL  FUTURE 
REQUIRES  CREATIVE  VISION 
AND  A  GOOD  PLAN. 


ASK  FOR 
A JANUS 
IRA  KIT 


Janus  Funds  would 
like  to  help  you  start 
1994  off  right  by  giv- 
ing you  everything 
you  need  to  open  your 
1993  IRA  (before  it's 
too  late),  as  well  as  some  useful  retirement 
planning  tools.  A  complimentary  Janus  IRA 
Kit  is  now  available  from  Janus  for  every- 
one needing  a  little  direction  for  their 
tomorrows. 

A  leader  in  the  no-load  mutual  fund 
industry  for  nearly  a  quarter-century, 
Janus  Funds  can  assist  you  in  developing 
and  refining  your  own  strategies  to 
reach  your  retirement  goals. 


Our  IRA  Kit  contains  a  useful  Retirement 
Planning  Worksheet  so  you  can  determine 
where  you  are  in  your  retirement  financial 
picture.  Also  included  are  simple  step-by- 
step  directions  to  help  you  figure  out  what 
to  set  aside  now  and  in  the  future  to  achieve 
a  comfortable  retirement. 

Call  or  send  in  the  coupon  below  to 
receive  your  Janus  IRA  Kit,  including  a 
prospectus  containing  more  complete 
information,  current  performance  figures 
and  an  IRA  application.  Please  read  the 
prospectus  carefully  before  you  invest  or 
send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  439 


\  ■  I  would  like  to  receive  a  Janus  IRA  Kit! 


ne 


iress 


VState/Zip 


is  Funds  are  no-load  mutual  funds. 


humls  distributed  by  J.inus  Distributors,  Inc  Member  NASI) 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8S83 
Ext.  439 
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Honeywell  Inc. 


While  Zayre  Corp.'s  margins  were  being 
squeezed,  its  owners  did  a  smart  thing:  They 
hired  Bernard  Cammarata,  a  street-smart 
merchandising  wiz.  . 

The  king 
of  off-price 


Union;  the  plants  use  their  oil  and  gas 
savings  to  produce  more  goods  for 
hard  currency  export.  In  a  pilot  proj- 
ect in  one  Moscow  residential  district, 
Honeywell  recently  installed  $3  mil- 
lion-worth of  utility  boiler  controls 
that  should  annually  save  $2  million 
in  natural  gas;  residential  thermostats 
could  save  another  $1  million.  He 
claims  residential  temperature  con 
trol  systems  in  Russia  and  Eastern 
Europe  could  turn  into  a  $3  billion 
market  for  Honeywell. 

Last  year  Honeywell  earned  around 
$315  million  ($2.37  a  share).  Return 
on  equity  was  about  18%,  short  of 
Bonsignore's  20%  goal,  but  not  bad 
given  the  lackluster  state  of  Hon 
eywell's  markets — home  and  com- 
mercial building,  and  industrial  con- 
trols. Especially  hard  hit  were  aviation 
controls,  a  market  that  accounts  for 

Bonsignore  on  the 
stock  buyback:  "We 
don't  want  investors  to 
leave  us  when 
we  are  constrained 
short  term  in  our 
ability  to  deliver 
revenue  growth." 


31%  of  Honeywell's  sales.  Bonsignore 
says:  "We  anticipate  the  business  will 
bottom  out  in  '94.  We  don't  know 
how  much  it'll  improve  in  '95  and 
'96,  but  don't  think  it  will  get  worse." 

One  thing  that  could  get  worse  is  a 
lawsuit  hanging  over  the  company. 
Last  August  a  jury  said  Honeywell 
must  pay  $1 .2  billion  to  Litton  Indus- 
tries for  patent  infringement  of  an 
airplane  guidance  system;  Litton 
wants  the  award  trebled. 

If  the  $1.2  billion  judgment  stands, 
Honeywell  will  be  wounded,  but  not 
fatally:  The  company  has  plenty  of 
unused  borrowing  capacity.  Its  debt/ 
capital  ratio  is  a  low  28%,  and  it 
generates  about  $250  million  a  year  of 
free  cash  flow.  Announcement  of  the 
Litton  award  knocked  Honeywell 
stock  from  38  to  a  recent  32%.  The 
drop  prompted  Bonsignore  to  step  up 
a  $600  million  stock  buyback,  which 
could  reduce  the  company's  shares 
outstanding  from  a  current  133  mil- 
lion to  126  million  and  give  a  boost  to 
earnings  per  share.  ■ 


By  Howard  Rudnitsky 

As  the  BATTLE  for  Macy's  heats  up, 
the  question  arises:  Is  Federated's  lust 
for  acquiring  the  ailing  department 
store  chain  a  sign  that  department 
stores  have  finally  figured  out  how  to 
stop  inroads  from  the  host  of  specialty 
and  discount  apparel  chains  that  have 
hurt  them  in  the  past  decade? 

Bernard  Cammarata,  architect  of 
the  hugely  successful  off-price  retailer 
T.J.  Maxx,  isn't  overly  worried.  While 
many  apparel  chains  have  taken  their 
lumps  this  past  year,  his  514  off-price 
stores  are  having  a  good  year.  For  the 
fiscal  year  ending  Jan.  31,  1994,  T.J. 
Maxx's  revenues  are  expected  to  hit 
$2.8  billion,  up  around  12%,  and  its 
operating  income  should  be  up  10%, 
to  an  estimated  $240  million.  "There 
are  two  factors  that  will  always  enable 
us  to  be  sharper  than  department 
stores  as  far  as  price  is  con- 
cerned," says  Cammarata,  who  is 
chief  executive  of  TJX  Cos.,  the  parent 
company.  "Everything  we  do  is  off- 
price — including  our  costs.  We  buy 
wax  for  the  floors  off- price,  paper  for 
the  shelves  or  whatever.  So  all  our 
costs  are  lower."  Pointing  to  his 
cheaper  strip  shopping  center  loca- 
tions, he  says,  "No  matter  where  de- 
partment stores  go,  they  can  never 
achieve  our  cost  of  operating." 

He  claims  T.J.  Maxx  has  more  clout 
with  manufacturers.  Unlike  depart- 
ment stores,  off-price  chains  like  T.J. 
Maxx  don't  require  advertising  allow- 
ances, sales  assistance  or  bombard 
suppliers  with  heavy  returns. 

To  doubters,  Cammarata  has  only 
to  point  to  his  numbers:  T.J.  Maxx 
has  outdone  department  stores  and 


even  other  off-price  rivals  such  as 
Marshalls,  Filene's  Basement  and 
Ross  Stores.  According  to  analyst 
Harry  Wells  of  Adams,  Harkness  & 
Hill,  only  two  other  multibillion-dol- 
lar  retail  chains  have  done  better  long- 
er— Wal-Mart  and  Toys  "R"  Us.  In 
each  of  the  1 7  years  since  the  chain 
was  founded,  T.J.  Maxx's  compara- 
ble-store sales  and  profits  have  risen. 

What's  so  special  about  T.J.  Maxx? 
It's  got  Cammarata. 

T.J.  Maxx  got  started  back  in  1976. 
The  Feldbergs,  who  founded  Zayre 
Corp.,  recaiited  the  then  36-year-old 
Cammarata  to  start  up  a  chain  of  off- 
price  apparel  stores.  Zayre,  a  hard- 
goods  and  apparel  discounter,  was  feel- 
ing die  competitive  heat  from  the  likes 
of  Kmart,  Target  and  now  defunct 
Woolco.  It  wanted  another  anchor. 

After  he  took  the  job,  Cammarata 


T.J.  Maxx  store,  Paramus,  N.J. 

RIGHT. 

TJX  Cos.'  Bernard  Cammarata 
From  a  $50-a-w eek  stock  boy  to 
king  of  the  off -pricers. 
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is  momentarily  assailed  by  doubts. 
;re  he  was  on  his  own,  sitting  in  an 
1  office-cum-warehouse  building  in 
amingham,  Mass.  How  could  he,  a 
m  who  never  went  to  college,  build 

apparel  chain  from  scratch  against 
werful  competition? 
Brooklyn,  N.Y.  born,  Cammarata 
rted  as  a  stockroom  clerk  at  Macy's 

$50  a  week  and  learned  buying 
lis  at  the  old  J. W.  Mays  in  Brooklyn 
fore  climbing  to  a  senior  merchan- 
iing  position  at  Marshalls. 
But  hiring  him  was  the  smartest 
ing  the  Feldbergs  ever  did.  Cam- 
irata  swallowed  his  doubts.  With 
:>ital  supplied  by  Zayre,  he  opened 
:  first  two  T.J.  Maxx  stores  in  strip 
Dpping  centers  in  1977.  Today's 
4  stores  sell  brand-name  women's, 
m's  and  kids'  apparel,  giftware  and 
ens  to  time-pressed  middle-income 


women,  aged  25  to  50. 

T.J.  Maxx's  prices  are  often  20%  to 
50%  below  department  store  prices.  It 
stocks  $39-to-$59  skirts,  blouses  and 
dresses,  moderately  priced  activewear 
and  $19  men's  brand- name  shirts.  It 
sometimes  even  stocks — but  not  in  all 
colors  and  sizes — fancier  women's 
suits  like  Harve  Benard,  Jones  New 
York  and  Christian  Dior — at  well  be- 
low department  store  prices. 

And  Zayre?  It  exists  no  more.  In 
1988  Feldberg  sold  the  Zayre  stores 
and  the  leases  to  Ames  Department 
Stores.  Even  the  leases  turned  out 
badly,  because  Ames  two  years  later 
went  Chapter  11  and  Zayre  had  to 
make  good  on  many  leases. 

As  a  reward  for  his  success,  in  1989 
Cammarata  was  promoted  to  chief 
executive  of  the  newly  formed  TJX 
Cos.,  which  represented  the  remain- 


der of  the  Feldbergs'  retail  opera- 
tions: T.J.  Maxx,  Chadwick's  of  Bos- 
ton (off-price  mail  order)  and  Hit  or 
Miss,  a  young  woman's  budget- 
priced  career  and  casual  wear  chain. 

Hit  or  Miss  proved  a  headache.  The 
chain's  prior  management  had  shifted 
the  merchandising  mix  away  from 
casual  to  career  wear  just  when  de- 
mand for  career  wear  was  peaking.  It 
was  also  selling  more  expensive  items. 

Cammarata  hired  a  top  executive 
from  a  department  store  who  closed 
100  poorly  situated  stores  and  went 
back  to  selling  lower-priced  goods. 
Result:  Hit  or  Miss'  operating  income 
should  be  around  $8  million  this  year, 
on  sales  of  about  $400  million,  as 
against  red  ink  in  1991  and  1992. 

The  third  leg  of  tjx  Cos.,  Chad- 
wick's of  Boston,  sells  off-price  wom- 
en's apparel  by  catalog.  Cammarata 
found  it  had  grown  so  fast  that  orders 
got  delayed  or  wrong  sizes  or  colors 
were  shipped.  He  slammed  on  the 
brakes,  doubled  the  size  of  its  distri- 
bution center,  installed  a  state-of-the- 
art  order  processing  system  and  is 
improving  employee  skills.  Chad- 
wick's merchandise  return  ratio 
dropped  three  percentage  points.  Or- 
der fulfillment  rates  are  back  to  nor- 
mal. In  the  year  ending  Jan.  31,  1994 
the  company  expects  to  generate  over 
$400  million  in  revenues  and  operat- 
ing profits  of  about  $25  million.  By 
the  late  1990s  Cammarata  figures 
Chadwick's  can  be  a  billion-dollar-a- 
year  business. 

Cammarata  has  taken  his  off-price 
act  to  Canada.  In  1990  he  acquired  a 
five-store  off-price  chain,  Toronto- 
based  Winners  Apparel,  with  sales  of 
around  $15  million.  By  the  end  of  this 
year  there  will  be  27  Winners  stores, 
with  sales  of  $90  million.  This  spring 
he  plans  to  invade  the  U.K. 

In  the  fiscal  year  ending  Jan.  31, 
1994  Tjx's  return  on  shareholders' 
preferred  and  common  should  be  a 
hefty  22%.  This  compares  with  about 
17%  for  typical  apparel  retailers. 

Cammarata  now  earns  $1.3  million 
a  year  and  owns  348,000  Tjx  shares, 
worth  over  $9  million.  The  Feldbergs 
don't  begrudge  him  a  penny  of  it. 
Although  their  original  business, 
Zayre,  has  since  vanished,  the  family 
remains  comfortably  rich,  thanks  to 
their  holdings  of  over  $90  million  in 
3.4  million  shares.  Mi 
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This  time,  the  monopoly  is  the  map  and 
the  clock.  And  MCI  has  an  astonishing  plan  of 
liberation  from  them. 

Today,  we  inaugurate  the  nation's  first 
transcontinental  Information  Superhighway 
—  part  of  an  overriding  vision  for  the  next 
century  that  bears  the  name  networkMCI. 

The  roadbed  for  this  highway  is  SONET 
fiber  optic  technology,  with  the  power  to 
move  information  15  times  faster  than  any 

25  YEARS  AGO, 
WE  TOOK  ON  THE 
LARGEST  COMPANY 
ON  EARTH. 

SONET  network  available  today.  Coupled  with 
SONET  will  be  ATM  switching  technology, 
giving  the  network  self-healing  capabilities 
within  a  sub-second. 

Together,  they  will  shrink  the  distances 
between  humanity  with  everything  from 
broadcast  quality  videophones,  to  long 
distance  medical  imaging,  to  universal  access 
to  information,  to  Personal  Communication 
Services. 

The  first  traveler  on  the  New  York- to -LA. 
portion  of  this  superhighway  will  be  the 


Internet.  MCI,  in  one  of  telecommunications' 
best- kept  secrets,  has  been  providing  Inter- 
net connections  for  the  last  half  decade.  It 
now  empowers  20  million  people  to  conduct 
a  worldwide  conversation  with  each  other 
via  computers. 

What  networkMCI  will  do  is  unite  the 
human  voice  and  data  and  video  image  and 
interactive  multimedia  for  the  entire  nation 
and  beyond. 

MCI,  together  with  its  partners  will  invest 

TODAY,  WE  TAKE  ON 
SPACE  AND  TIME. 

more  than  $20  billion  over  the  next  six  years 
to  create  a  veritable  brain  trust  for  the 
Information  Age. 

The  space-time  continuum  is  being 
challenged.  The  notion  of  communication 
is  changed  forever.  All  the  information  in  the 
universe  will  soon  be  accessible  to  everyone 
at  every  moment. 

And  all  because  of  a  dream  known  as 
the  Information  Superhighway  and  a  vision 
known  as  networkMCI. 


1CI  Telecommunications.  Inc..  1994 


Trading  stock  index  options  is  tense  work. 
Mark  Cook  shovels  manure  for  relaxation. 

A  better  way 
to  make  hay 


By  Dyan  Machan 

Mark  Cook,  40,  is  a  farmer,  working 
in  East  Sparta,  Ohio  (pop.  1,000)  in 
the  heart  of  Ohio  Amish  countiy,  but 
he's  also  a  successful  money  manager. 
At  the  213-acre  family  farm,  Cook 
raises  livestock  and  grows  corn  and 
wheat.  But  his  chief  source  of  income 
comes  from  inside  his  great-grand- 
father's 1870  farmhouse. 
In  a  dark,  wood-paneled 
room  filled  with  cow  tro- 
phies from  earlier  days, 
Cook  trades  stocks  and 
stock  index  options. 
Through  M.D.  Cook,  Inc., 
he  runs  $20  million  of  his 
own  and  75  outsiders' 
money,  and  for  now,  at 
least,  he  is  very  hot. 

His  largest  account  as  of 
a  year  ago,  that  of  a  Canton, 
Ohio  investor,  earned 
322%  in  1993,  before 
Cook's  hefty  22.5%  share  of 
the  gain.  One -fourth  of  the 
account  is  invested  in  con- 
servative stocks,  but  its 
profits  came  largely  from  a 
75%  exposure  to  high-risk 
option  bets. 

Cook  doesn't  speculate 
in  stocks  per  se.  He  specu- 
lates on  volatility.  Here's  a 
typical  Cook  trade:  On 
Nov.  5  Cook  bought  for 
this  and  other  accounts  a 
total  of  550  call  options  on 
the  S&P  100  stock  index,  with  a  strike 
price  of  420,  at  5%.  Total  cost, 
$309,000.  In  two  days  the  option 
moved  up  to  7V2.  for  a  profit  of 
$103,000. 

Cook's  investing  method,  like  that 
of  probably  the  vast  majority  of  op- 
tions and  futures  speculators,  is  tech- 


nical. That  means  he  more  or  less 
ignores  business  valuations  and  looks 
for  patterns  in  a  plot  of  prices,  vol- 
umes or  the  like.  Not  for  him  funda- 
mentals like  price/earnings  ratios, 
revenues  and  book  value.  Cook  is 
trying  to  catch  a  short-lived  trend  or 
anticipate  its  reversal. 


hand-held  computer  from  the  classic 
Black-Scholes  option  valuation  for- 
mula, if  the  calculator  is  fed  such 
variables  as  price  of  an  option,  its 
maturity  date,  its  strike  price,  the  spot 
price  of  the  index  future,  the  interest 
rate  on  Treasury  bills  and  the  yield  on 
the  stock  market. 

Since  just  about  every  trader  has 
access  to  one  of  those  Black-Scholes 
evaluators,  the  formula  itself  gives  no 
one  an  edge .  It's  what  Cook  does  with 
the  output  that  is  different.  It  happens 
that  the  S&P  100  index  has  jumped  up 
and  down  with  an  annual  volatility  of 
15%.  Cook  looks  for  an  implied  vola- 
tility below  15%.  He  wants  to  be  a 
buyer  of  options — either  puts  or 
calls — at  a  time  when  options  traders 
are  implicitly  assuming  that  the  mar- 
ket is  in  for  a  sleepy  spell.  Provided  the 
pendulum  quickly  swings  back  to 
more  price  action,  someone  buying 
those  cheap  options  stands  a  good 


Options  speculator  Mark  Cook 

It's  easier  to  make  money  in  the  S&P  100  than  in  oats. 


Cook  looks  at  three  things:  the 
trading  volume  of  the  option  itself, 
the  volatility  of  the  index  implied  by 
the  option's  price  and  a  measure  of 
institutional  buying  or  selling  of  Big 
Board  stocks. 

How  do  you  figure  implied  volatili- 
ty? It  can  be  readily  calculated  on  a 


chance  of  making  money. 

As  a  confirmation  that  the  market  is 
sleepy  when  he's  buying,  Cook  wants 
to  see  low  volume  on  the  options 
contracts  themselves.  The  index  that 
Cook  watches  is  the  S&P  100,  whose 
options  are  traded  at  the  Chicago 
Board  Options  Exchange.  Average 
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lume  on  the  current- month  option 
ntracts  runs  about  20,000  a  day  for 
:  strike  prices  closest  to  the  index's 
)t  price.  Cook  is  looking  for  daily 
lume  to  slip  below  20,000  con- 
cts  before  he'll  buy  options. 
One  more  factor  goes  into  Cook's 
ck  box,  a  measure  of  institutional 
irket  sentiment.  Cook,  who  spends 
lg  hours  staring  at  a  computer 
een,  keeps  a  running  count  of  the 
mber  of  New  York  Stock  Exchange 
'cks  that  went  up  on  their  last  trade, 
nus  the  number  that  went  down. 
1  a  day  when  this  tick  count  wan- 
's  beyond  plus  or  minus  400 — say, 
here  were  1,500  stocks  upticking 
ile  1,100  were  on  a  down  tick — 
:n  the  day's  high  or  low  point  for 
:  tick  count  goes  into  a  trailing 
ee-day  running  tally.  (On  days 
en  market  sentiment  swings  wild- 
the  formula  gets  a  little  more  com- 
:ated,  but  this  is  the  essence  of  it.) 
ten  the  running  total  goes  beyond 
>ositive  or  negative  2,000,  it's  an 
lication  of  large  block  trading,  or 
nputer-generated  trades.  That  can 
nal  to  Cook  that  it  may  be  time  to 
y  or  sell  in  the  opposite  direction.  If 
:  uptick  count  is  deep  in  negative 
ritory,  for  example,  the  market  is 
ing  too  bearish  and  Cook  will  buy 
I  options. 

[f  the  rules  are  complicated,  the 
iic  game  is  simple  enough:  When 
rkets  or  stocks  are  quieter  than 
lal,  you  buy  options  on  them,  in 
)ectation  that  the  stocks  or  the 
rkets  won't  stay  quiet. 
Cook  got  an  agricultural  degree 
m  Ohio  State  University  in  1976 
1  worked  for  12  years  as  a  commis- 
ned  stockbroker  before  setting  up 
)p  as  a  money  manager  in  1990, 
t  he  practically  inherited  his  taste 
trading.  "I  learned  trading  by 
ing  to  auctions  as  a  child,"  says 
iok,  the  son  and  grandson  of  farm  - 
who  traded  grain,  hay  and  steers, 
/hen  we  take  our  cattle  to  the 
:tion,  if  there  are  a  lot  of  buyers  the 
ce  is  going  to  be  inflated." 
It's  a  little  too  soon  to  say  for  sure 
ether  his  charting  schemes  will 
ke  his  customers  rich — there's  an 
ful  lot  of  riverboat  luck  in  this 
siness — but  he's  doing  fine  right 
w.  After  a  day  of  trading  he  goes 
t  and  shovels  manure.  "It  keeps  my 
'spective,"  he  says.  M 


Now  Japanese  industry,  too,  is  learning  how  the 
educational  bureaucracy  stifles  reform. 

Learning  shokku 


By  Gale  Eisenstodt 

The  nail  that  sticks  out  gets  ham- 
mered down. 

Few  Westerners  who've  spent  time 
in  Japan  have  failed  to  appreciate  the 
relevance  of  that  Japanese  proverb. 
Individualism  is  not  prized  in  Japan, 
and  nowhere  is  this  more  obvious 
than  in  the  country's  system  of  higher 
education.  Debate,  discussion  and 
critical  thinking  don't  count  for  much 
in  Japan's  closely  regulated  colleges 
and  universities.  What  does  count  is 
getting  a  degree  that  can  be  used  to 
secure  a  lifetime  job  in  an  important 
company  or  ministry.  While  Japanese 
high  school  students  achieve  high  lev- 
els in  math  and  literacy,  universities 
are  mere  finishing  schools  or  play- 
grounds where  students  and  profes- 
sors alike  routinely  skip  classes. 

As  long  as  Japan  was  mainly  pro- 
ducing steel,  automobiles,  consumer 
electronics  and  other  industrial  prod- 
ucts,   discipline    and  conformity 


among  managers  suited  Japanese 
companies.  "Japanese  corporations 
were  happy  with  the  uniform  gradu- 
ates we  produced,"  says  Ikuo  Ku- 
shiro,  a  vice  president  and  science 
professor  at  prestigious  University  of 
Tokyo.  "They  were  reasonably  intel- 
ligent and  easy  to  control." 

But  as  a  postindustrial  economy, 
Japan  needs  innovative  software  writ- 
ers, scientists,  entrepreneurs  and  oth- 
er people  who  can  think  for  them- 
selves, and  in  this  Japan  is  at  a  big 
disadvantage  to  the  U.S.  There  are 
also  signs  Japan's  lifetime  employ- 
ment system  is  coming  to  an  end. 
"We  need  an  education  system  that 
encourages  individuality,"  says 
Osamu  Sakurai,  a  director  at  Sumi- 
tomo Trust  &  Banking  Co.  "Educa- 
tion reform  is  absolutely  essential." 

Slowly,  the  system  is  changing — 
but  Japan's  vast  Ministry  of  Educa- 
tion seems  determined  to  slow  the 


Reona  Esaki,  president  of  the  University  of  Tsukuba 
"Education  should  be  invigorating,  but  in  Japan  it  isn't." 
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In  what  are  extraordinary  times.,  it  is  even 
possible  to  imagine  produce  stands  on  roads 
once  better  suited  for  tanks.  Throughout  former 
Communist  countries,  checkpoints— and  markets— 
are  becoming  open. 

Although  the  free  world  won  the  Cold  War, 
millions  of  former  Communist  citizens  are 
winners,  too.  Barriers  to  democracy  and  the 
private  enterprise  system  are  being  lifted  through- 
out Eastern  Europe. 

Many  factors  led  to  this  remarkable  turn  of 
events,  but  one  stands  especially  tall-the  heroic 
contributions  of  the  men  and  women  who  have  so 
ably  and  unselfishly  served  their  country  and  the 
defense  of  freedom  throughout  the  world. 

It  is  a  privilege  for  us  to  support  such  an 
extraordinary  team.  And  we  salute  those  whose 
dedication  and  courage  not  only  enrich  the  world, 
but  also  reinforce  one  of  history's  most  painful  yet 
valued  lessons. 

That  freedom  is  not  easily,  nor  permanently,  won. 
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Universities  in  Japan 


"Media  center"  at  Keio  University's  progressive  Shonan  Fujisawa  Campus 

"We  want  students  to  think,"  says  Shonan  Fujisawa  Campus  Dean  Hiroshi  Kato. 


pace  of  reform. 

Visit  Keio  University's  picturesque 
Shonan  Fujisawa  Campus  (SFC).  One 
hour  from  Tokyo,  the  SFC  campus  was 
opened  in  1990  and  is  operated  with  a 
different  educational  philosophy 
from  the  rest  of  the  university.  Says 
Hiroshi  Kato,  an  SFC  dean:  " We  want 
students  to  think." 

Computer  hacking  is  big  at  SFC.  Its 
media  center — a  library  with  exten- 
sive computer  and  audiovisual  equip- 
ment— is  packed  with  students  send- 
ing E-mail  messages  to  professors, 
and  exchanging  notes  with  U.S. 
scholars  via  the  Internet.  Asked  why 
he  chose  to  study  here,  one  sopho- 
more, bleary-eyed  from  two  succes- 
sive all-nighters,  responds:  "Because 
the  students  and  the  professors  here 
are  weird. " 

Keio  is  Japan's  oldest  and  most 
prestigious  private  university,  but  it 
had  to  fight  the  educational  bureau- 
cracy to  open  SFC.  Until  recently  the 
Ministry  of  Education  has  tightly  reg- 
ulated curriculums  at  all  levels;  only 


reluctantly  did  the  ministry  permit  one 
of  SFC's  unique  features,  its  multidisci- 
plinary  majors.  Recalls  Kato:  "It  was 
tough  convincing  the  bureaucrats  that 
it's  important  for  students  to  explore 
issues  from  different  perspectives." 

Japanese  universities  typically  hire 
professors  almost  exclusively  from 
among  their  own  graduates.  To  avoid 
the  intellectual  stagnation  this  in- 
breeding produces,  SFC  has  limited  the 
number  of  faculty  from  Keio  to  half. 

But  Keio  and  other  universities  are 
still  hog- tied  in  red  tape.  Example:  It 
takes  two  years  for  the  education  min- 
istry to  approve  new  departments, 
and  the  number  of  credits  students 
need  to  graduate  is  tightly  regulated. 

The  University  of  Tokyo  is  chang- 
ing, too.  Akito  Arima,  its  president 
from  1989  until  last  March,  spent 
much  of  his  tenure  showing  politi- 
cians and  business  leaders  the  decrepit 
conditions  of  his  university's  research 
laboratories — last  year  government 
spending  on  educational  facilities  was 
just  over  half  1979  levels.  One  result 


of  Arima's  work:  Government  spend- 
ing on  higher  education  is  rising. 
Japan's  public  universities  also  now 
accept  funding  from  corporations. 
"This  recession  is  very  fortunate," 
says  Arima,  "in  that  Japanese  industry 
is  finally  becoming  interested  in  uni- 
versities and  education." 

But  Japan's  educational  reformers 
still  face  huge  bureaucratic  obstacles, 
particularly  at  national  universities.  In 
1992  the  faculty  of  Tsukuba  Universi- 
ty, near  Tokyo,  shocked  Japan's  club- 
by academic  world  by  hiring  Reona 
Esaki,  who  spent  32  years  at  IBM  in  the 
U.S.  and  won  the  1973  Nobel  Prize 
for  physics,  to  be  its  president.  "Edu- 
cation should  be  invigorating  and 
fun,  but  in  Japan  it  isn't,"  sighs  Esaki, 
whose  near  every  move  is  scrutinized 
by  the  Ministry  of  Education  .  "I  can't 
give  a  wonderful  professor  a  salary 
raise  and  I  can't  fire  anybody,  either." 

The  U.S.  isn't  the  only  country 
where  the  educational  bureaucracy 
treats  innovation  and  creativity  as 
enemies.  M 
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Washington's  blustering  and  then  backing  down— Haiti, 
Bosnia,  Somalia— recalls  the  Western  democracies' 
feckless  flounderings  of  the  1930s. 

Speak  loudly, 
carry  a  small  stick 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Most  media  surveys  looking  back  at 
the  past  year  suffer  from  the  same 
short-sightedness  as  their  day-to-day 
coverage.  People  and  events  that  made 
a  big  splash  at  the  time  are  forgotten  a 
few  years  later,  and  those  with  enor- 
mous implications  for  the  future  often 
receive  little  or  no  attention. 

Were  there  any  long-run  implications 
in  the  first  year  of  the  Clinton  Adminis- 
tration? Certainly  the  long  run  did  not 
seem  to  be  a  major  preoccupation  of  the 
Administration  itself,  as  it  lurched  from 
one  issue  or  crisis  to  another,  going 
from  political  embarrassment  to  politi- 
cal triumph  and  back  again. 

This  does  not  mean  that  the  Clinton 
Administration  will  have  no  long-run 
impact.  Sometimes  the  most  short- 
sighted political  decisions  have  the 
most  important  long -run  conse- 
quences. No  British  government  was 
ever  more  focused  on  the  immediate 
political  situation  than  that  of  canny 
Prime  Minister  Stanley  Baldwin  in  the 
early  1930s — and  none  did  more  to  set 
the  stage  for  World  War  II  and  Britain's 
close  call  with  national  extinction. 

While  the  later  government  of 
Prime  Minister  Neville  Chamberlain 


has  been  rightly  blamed  for  an  ap- 
peasement policy  which  only  con- 
vinced Hitler  that  the  West  was  too 
gutless  to  fight  and  too  bungling  to 
win,  Chamberlain's  options  were  se- 
verely limited  by  Baldwin's  previous 
neglect  of  military  defense  and  his 
failure  to  rearm  even  the  awareness  of 
the  public  against  the  fatal  dangers 
brewing  on  the  continent. 

Today,  after  all  the  hoopla  about 
the  end  of  the  Cold  War  and  the 
collapse  of  the  Soviet  Union  has  been 
followed  by  meat  axe  cuts  in  the 
defense  budget,  the  Russian  racist  and 
nationalistic  fanatic  Vladimir  Zhiri- 
novsky has  suddenly  appeared  as  a 
cloud  on  the  political  horizon.  No 
one  in  the  past  half- century  has  so  fit 
the  description  of  a  new  Hitler — and 
we  already  have  our  Baldwins  and 
Chamberlains  to  add  the  other  ingre- 
dients of  historic  tragedy. 

While  the  sudden  emergence  of 
Zhirinovsky  and  his  nuclear  threats 
were  an  unexpected  political  bomb- 
shell, the  utter  naivete  with  which  the 
end  of  the  communist  regime  in  Rus- 
sia was  treated  as  an  end  to  virtually  all 
need  for  military  preparedness  left  us 
wide  open  to  such  dangers. 

With  the  whole  history  of  the  hu- 
man race  being  full  of  military  aggres- 
sion, and  of  international  political 
maneuverings  dominated  by  the  mili- 
tary balance  of  power,  to  think  that  we 
had  now  escaped  this  fate  completely 
because  one  particular  power  no 
longer  seemed  to  be  a  direat  was  just 
asking  for  a  nasty  shock.  We  had  no 
way  of  knowing  that  the  shock  would 
be  named  Zhirinovsky,  nor  will  he 
necessarily  end  up  with  the  political 
power  to  carry  out  his  ghastly  vision, 
but  we  should  never  have  written  off 


the  prospect  of  some  similar  danger 
arising  from  the  economic  traumas 
and  political  chaos  reigning  in  a  coun- 
try that  is  still  a  nuclear  superpower. 

The  Clinton  Administration's  one- 
day-at-a-time  foreign  policy,  blustering 
and  backing  down  from  Haiti  to  Bosnia 
to  Somalia,  is  all  too  reminiscent  of  the 
Western  democracies'  feckless  floun- 
derings of  the  1930s,  when  they  talked 
big  and  did  nothing  about  aggression 
in  China,  Ethiopia  and  Spain. 

None  of  the  places  where  President 
Clinton  and  Secretary  of  State  Chris- 
topher decided  to  speak  loudly  and 
carry  a  little  stick  was  of  any  vital 
interest  to  the  United  States.  That 
makes  it  all  the  more  reckless  to  have 
compromised  our  international  credi- 
bility, which  may  be  urgently  needed 
in  far  more  serious  circumstances  in 
the  future. 

Worse,  there  is  nothing  to  suggest 
that  either  the  President  or  the  Secre- 
tary of  State  has  given  serious  consid- 
eration to  such  long-run  matters — 
the  long  run  in  this  context  meaning 
any  time  after  1996. 

The  dicey  nuclear  inspection  stale- 
mate in  North  Korea  may  not  be 
something  that  can  be  left  unresolved 
even  as  long  as  the  time  to  the  next 
Presidential  election,  though  early  in- 
dications are  that  the  Administration 
may  be  trying  to  patch  up  some  kind 
of  mutually  face-saving  agreement 
that  will  sweep  the  dangers  under  the 
rug  until  then. 

If  North  Korea  is  just  trying  to  bluff 
some  concessions  out  of  the  West,  that 
is  one  thing.  But  if  they  really  intend  to 
go  nuclear,  while  the  Clinton  Admin- 
istration does  its  usual  political  dam- 
age control,  the  consequences  can  be 
truly  devastating  for  the  next  genera- 
tion and  the  next  century. 

Japan  is  not  going  to  stand  idly  by 
and  see  a  nuclear  North  Korea  on  its 
doorstep,  with  a  wishy-washy  Ameri- 
ca far  away  as  its  only  protection.  And 
once  Japan  goes  nuclear,  it  is  likely  to 
go  to  the  head  of  the  class.  With  or 
without  Zhirinovsky,  the  world  can 
become  a  much  scarier  place. 

A  generation  from  now,  how  will 
Americans — and  the  world — evaluate 
the  fact  that  President  Bush  lost 
an  election  because  he  spent  "too 
much"  time  on  foreign  policy, 
while  neglecting  our  "real"  problems 
at  home?  Hi 
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The  price  of  oil  matters  less  to  the  economy 
than  most  people  think  it  does. 

The  tail  doesn't 
wag  the  dog 


By  Toni  Mac  I*. 

"<  in  \r  <  )n  Fails  to  Energize 
Bonds,"  shouted  a  headline  in  the 
Nnv  )  ork  Times,  A  Business  Week 
.11 1  it  li  de<  lared  thai  l<  »wei  <  >il  pi  i«  es 
would  bolster  economic  growth, 
N<  ms<  use ,  s<  ofFs  e<  i  >i  i«  tmisl  l )( tuglas 
Bohi  "  l  li'  uli. i  thai  "H  prices  are 
Unix  n  i .mi  to  the  business  <  yc  le  is  <  >nc 
( >i  i  lu-  greatesi  myths  ever  perpetrated 
on  the  e<  ( >ix imy." 

Bi  'In  i s  dirc<  toi  <  >i  the  energy  and 
natural  resources  division  <>i  vv.ish 
ingt<  >n,  D.<  based  Rest »ur<  es  i< >r  the 
Future  A  nonprofit  outfit  thai  was  sei 
up  by  i he  I  < m I  Foundation  in  195  ' , 
the  think  tank  gets  mi  >st  <  >i  its 
1 1 H »ney  it < »m  f< tundatit »ns  and 
from  taxpayers,  mainly 
through  the  Environmental 
Pi  i  in  i  tion  Agenc  y  S<  »mc  <  »l 
companies  contribute,  l>m 
m  me  is  .ill< iwcd  i"  fund  spe<  ii 
h  i  esc. M  c h, 

in  the  mid  L980s  Bohi  sei 
out  t<>  determine  the  costs, 
both  direct  and  indirect,  of  the 
energy  pine  shocks  of  the 
1970s  in  die  1 1  v,  fapan,Gcr 
many  and  the  U.K,  "1  i  <  ><  »k  it 
ii  >i  gi  anted  thai  the  ma<  n  >cc  <  > 
nomic  costs  were  verj  large,1' 
says  Bohi.  So  did  everyone 
else,  In  L988 the  U.S  Deparl 
menl  of  Energy  dec  lared  thai 
tlx >sr  sIk »cks had c < >si  the  Wcsi 
$]  2  trillion  in  Ii  isl  e< 1  >n<  unit 
growth. 

Bui  the  deepei  he  dug  into 
the  numbers,  the  more  Bohi 
i Ik >ughi  thai  oil  pri<  es  aren'l 
nearly  .is  importani  in  the 
( >\  erall  si  heme  « >i  things  .is 
they're  c  rac  ked  up  to  be. 

"Stan  with  some  facts," 
says  Bohi,  "Energy  is  only  3% 


to  4  %  of  the  total  cost  <  >l  pr<  >duc  ing  .ill 

ol  mil  g(  M  ids  .ind  SCrVH  es  (  )ll  ,il<  >nC  is 

less  than  2%.  Si i  ii  the  <>il  price  goes 
from  $18  .i  barrel  u>  $14  a  barrel, 
that's  .i  22%  drop  for  oil  bui  the 
reduction  in  costs  for  the  e<  ( »n<  >my  .is 
.i  w  In ilc  is  less  than  i »ne  hall  < »i  l  %, 

Vi  H  i  g(  I  Ii  >S1  in  the  sin. illness  ( >l  I  he 

numbers." 

Actually,  there  was  an  e.isv  test 
ol  the  oil  price  drop  bo<  >sl s  gr(  »wl  Ii 
theory,  in  1986  crude  prices  lell  by 
half,  "II  energy  were  an  importani 
ingredicni  in  business  cycles,  you 

should  have  I). id  .i  worldw  ide  boom," 


I  roiioinisl  I  iinii'J.r,  Unhi  (it  Uesnuu  es  lot  the  I  utute 
"You  got  lost  in  tho  .madness  of  the  numbers.' 


s.iys  Bohi,  "There  wasn't  one." 
Another  anomaly:  Japan  and  tier 

many  import  almost  all  their  oil,  hut 

rising  prices  didn'i  stop  them  from 
becoming  economic  powerhouses, 
not  have  falling  prices  kept  them  out 
ol  recession.  Bohi  also  notes  thai  the 

U.K.,  a  bi^  oil  exporter,  has  dec  lined 

economically,  "Oil,"  concludes 
Bohi,  "just  isn't  the  tail  thai  wags  the 
ee<  )ii< >mic  d< >g." 

Bui  didn'i  the  <>il  shocks  ol  the 

1970s  do  serious  harm  to  the  oil- 

importing  countries'  economics? 
Bohi:  "Everybody  assumes  thai  the 
recessions  thai  followed  the  Arab  oil 

embargo  [in  1973  |  and  the  Iranian 

revolution  [in  I97«S|  were  caused  by 

the  i in  rease  in  oil  prices.  Bui  in  I  979 
SO   Japan   had   no   recession  even 
though  it  imports  virtually  all  ol  its 
energy." 

What  made  the  difference?  Japan 
alone  expanded  its  money  supply. 

"The  other  countries  repeated  what 

they  did  in  1973  74  they  <  lamped 
down  on  then  money  supplies  and 
l(  >i  the  same  reasi  >ns  as  bed  ire.  Name 

lv,  they  already  had  inflation,  and  they 
feared  thai  the  oil  price  increases 
would  fuel  inflation  even  further,  In 

effect,  I  think  they  drove  then 

e<  onomies  further  into  reces 
sion  than  they  had  to." 
P>(  ihi  alsi i  st ndied  ec < >n< >mic 

data  for  24  industries  in  the 
I  J.S.,  Japan,  c iermany  and  t he 
U.K.  Contrary  to  expects 
tions,  1 1 id 1 1 si  i  u  s  thai  use  a  lot 
of  energy — steel,  chemical! 
and  refining,  foi  example 
didn'i  necessarily  suffer  w  hen 
( ill  pric es  climbed.  "Not  only 
that,"  Bohi  adds,  'Mint  there 

isn't  even  muc  h  ( orrelation 
between  the  performance  iii 
these  sec  tors  in  1 973  74  and 

in  1979  80.  [f  energy  were 
drh  ing  the  busine  ss  cycle,  you 

would  expeel  similar  efFe(  is  iii 
b<  'ill  pel  K  ids." 

I  [abits  die  hard  and  news  ol 
oil  price  changes  sull  moves 
markets.  Since  Ins  1 989  study 
Energy  Price  Shocks  and  Mac 
roeconontic  Performance,  Bohi 
says,  the  general  reaction  has 

been  disbelief.  "Bui  no  oni 
has  ever  published  a  critique," 
he  says,  "I've  never  even  had  a 

Ii  H  mal  debate  over  it ,"  OH 
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The  economy  is  pulling  out  of  its  slump,  but  job  growth  remains  highly  regional. 
Here's  a  guide  to  the  winners  and  losers  and  clues  as  to  what  separates  them. 

The  fight  for  jobs 


By  Rita  Koselka 

Not  only  is  the  current  recovery 
somewhat  sluggish,  it  is  also  extreme- 
ly spotty.  The  color-coded  map  and 
the  accompanying  chart  highlight 
which  states  have  the  best — and 
worst — prospects  for  job  growth. 

To  come  up  with  the  rankings, 
Forbes  compiled  data  for  each  state  in 
tour  areas:  the  relative  cost  of  doing 
business — which  includes  state  and 
local  tax  structure,  the  cost  of  energy 
and  the  cost  of  labor;  the  impact  of 
lower  defense  budgets;  the  exposure 
to  possible  job  loss  from  the  Clinton 
health  care  proposals;  and  the  degree 
to  which  each  state  will  benefit  from 
new  export  markets.  Where  applica- 
ble, we  factored  in  region-specific 
trends,  such  as  the  growth  of  high- 
tech companies  in  Texas  and  the  im- 
pact of  corporate  restructurings  in 
New  York. 

We  then  measured  each  state's 
relative  strength  or  weakness  in 
each  category,  assigning  a  numeri- 
cal grade,  then  converting  that  to  a 
qualitative  poor-to-excellent  rank- 
ing. Each  state's  overall  grade  is  an 
average  of  all  factors.  By  necessity, 
this  was  more  arbitrary  than  scientific, 
but  we  think  the  results  are  fair — and 
revealing. 

Which  areas  look  good?  No  sur- 
prise the  South  and  the  Rocky  Moun- 
tain states  are  doing  better  than  Cali- 
fornia and  the  Northeast.  California, 
for  example,  has  lost  over  160,000 
defense  jobs  in  the  last  six  years. 

But  there's  a  more  important  rea- 
son for  the  regional  discrepancy:  Cali- 
fornia, New  York,  Pennsylvania  and 
Massachusetts  are  among  the  highest- 
cost  states.  In  ever)'  case,  high  taxes 
and  niggling  regulation  are  major  rea- 
sons for  the  high  cost. 

In  many  ways,  New  York  State's 
Hudson  River  Valley  is  an  ideal  spot  in 
which  to  locate.  With  IBM's  retreat 


from  the  area,  it  leaves  behind  an 
available  and  skilled  work  force,  mod- 
ern factory  space,  proximity  to  major 
markets  and  wonderful  living  condi- 
tions. Yet  the  unemployment  rate  in 
the  area  is  nearly  1 0%,  and  there  have 
so  far  been  no  takers  to  replace  IBM 
(see  p.  70).  Daimler-Benz  is  going  to 
low-tax  Tuscaloosa,  Ala.  for  its  new 
$300  million,  1,500-employee  Mer- 
cedes plant  (Forbes,  Jan.  3),  and 
Nucor  just  built  a  $330  million,  300- 
worker  steel  mill  in  Blytheville,  Ark. 

And  consider  Arizona,  which  add- 
ed over  12,000  new  jobs  in  the  year 


ended  last  June  30.  Half  of  those  jobs 
came  from  California,  where  taxes  are 
high  and  regulation  onerous.  Repub- 
lican Governor  Fife  Symington  has 
actively  courted  California  companies 
looking  for  a  cheaper,  less  red-tape- 
filled  home.  Twenty-seven  companies 
moved  from  California  to  Arizona 
during  this  period,  including  Hughes 
Aircraft.  Hughes  is  shifting  4,500 
jobs  to  Tucson  and  is  making  a  $150 
million  capital  investment.  Similarly, 
Utah,  Nevada  and  Idaho  have  gained 
at  California's  expense.  Says  Confer- 
ence Board  business  analyst  Delos 
Smith:  "Because  they  don't  have  the 
difficult  social  web  and  infrastructure 
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needs  of  a  highly  populated  state  like 
California,  they  are  less  expensive 
places  m  which  to  operate.1' 

For  new  jobs,  Georgia,  North  Car 
olina  am)  South  ( Carolina  rank  high  in 
prospects  for  job  seekers.  South  Car- 
olina has  created  228,000  new  jobs 
siiiee  Republican  Governor  Carroll 
Campbell  came  into  office  in  1987. 
There's  been  $20  billion  in  new  busi- 
ness investment ,  To  spur  that,  Camp 
bell  cut  the  corporate  tax  rate  to  5% 
front  6%,  below  the  6%  rate  in  Georgia 
and  7.7S%  in  North  Carolina.  1  le  also 
created  a  "fee  in  lieu  of  taxes"  option 
for  new  businesses.  How  does  that 
work?  If  a  company  invests  at  least 
$85  million,  it  can  negotiate  a  fixed 
rate  fee  that  will  replace  property  and 
other  loeal  and  state  taxes  tor  20  years. 
This  usually  cuts  taxes  by  several  per 
centage  points  and  provides  business 
with  valuable  predictability  for  long- 
term  planning.  Lured  by  the  business 
climate,  Roche,  the  Sw  iss  pharmaceu- 
tical giant  (see p.  84),  is  investing  $500 
million  in  a  new  Florence  facility  that 
will  employ  up  to  400  by  1996. 
Roche  also  had  considered  Virginia. 

How  about  university  towns, 
which  have  traditionally  ottered  at- 
tractive lifestyles  and  a  steady  stream 
of  highly  trained  workers?  Those  fac- 
tors have  contributed  to  the  booms 
now  in  Austin,  lex.  and  Albuquer- 
que, N.M.,  both  of  which  are  getting 
a  lot  of  former  Silicon  Valley  jobs. 

True,  the  Northeast  and  California 
have  plenty  of  attractive  university 
towns,  but  they  also  have  high  tax  and 
regulatory  burdens.  States  that  invest- 
ed in  building  their  universities  and 
fostered  cooperation  with  local  busi- 
nesses have  benefited.  Houston  has 
used  its  educational  institutions  to 
build  up  jobs  in  the  health  care  indus- 
try to  offset  the  cyclically  of  the  oil 
business.  The  University  of  Michigan 
has  encouraged  the  growth  of  design 
and  engineering  software  companies, 
which  has  made  the  surrounding  area 
one  ol  the  fastest  growing  in  the 
Midwest.  In  a  recent  survey,  8%  of 
businesses  in  North  Carolina  said  that 
the  University  of  North  Carolina  at 
Chapel  Hill  was  a  strong  factor  in 
their  decision  to  establish  themselves 
in  the  state  or  relocate  there.  Quite 
clearly,  though,  the  state's  friendly 
attitude  and  relatively  low  taxes  were 
major  considerations. 
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Where  the  jobs  are 


Why  do  certain  states  lose  jobs,  while  others  gain  them? 
A  close  look  at  New  York's  convoluted  finances  provides 
a  pretty  strong  answer  to  the  question. 

Killing 
the  goose 


Taxes  and  regulation  aside,  some 
states  will  benefit  because  they  do  lots 
of  business  with  rapidly  growing 
Asian  and  Latin  American  economies. 
Thus  Oregon  and  California  will  ben- 
efit, as  will  Texas,  Arizona,  Florida, 
Louisiana  and  the  Carolinas.  Some 
20%  of  South  Carolina's  economy  is 
export- based,  up  from  less  than  10% 
eight  years  ago.  That  growth  alone 
has  created  40,000  new  jobs  there. 

The  impending  changes  from  Clin- 
ton's proposed  health  care  reform  will 
produce  some  clear  regional  winners 
and  losers,  which  were  completely 
unexpected  just  a  few  years  ago.  The 
plan  is  only  now  beginning  to  take 
shape,  but  cost  containment  efforts 
will  reduce  health  care  jobs,  particu- 
larly in  the  mid-Atlantic  states  such  as 
Pennsylvania  and  New  Jersey,  which 
have  a  large  proportion  of  the  nation's 
pharmaceutical  jobs.  A  recent  survey 
in  New  York  State  showed  that  small 
businesses  there  regarded  health  care 
costs  as  their  number  one  worry, 
ahead  even  of  taxes  and  excessive 
regulation.  On  the  other  hand,  states 
like  Louisiana,  Mississippi  and  Texas 
have  a  relatively  large  number  of  unin- 
sured people,  and  businesses  there 
now  pick  up  a  relatively  low  share  of 
health  care  expenses.  These  states  will 
most  likely  lose  some  comparative 
advantage  over  the  long  term  when 
these  companies  are  required  to  pay 
more  money,  notes  Steven  Cochrane 
of  Regional  Financial  Associates  in 
West  Chester,  Pa. 

New  York  State,  which  once  held 
most  of  the  financial  services  industry 
captive  to  its  high  tax  rates,  is  losing  its 
ability  to  do  so,  thanks  to  communi- 
cations technology.  Great  banks  and 
investment  firms  remain  headquar- 
tered in  Manhattan,  but  they  are  mov- 
ing data  processing  to  lower-cost 
areas.  Changes  in  technology  have 
affected  regional  job  patterns,  not 
only  by  allowing  companies  to  move 
to  cheaper  locations,  but  by  reducing 
the  need  for  many  jobs.  Increasingly, 
big  firms  are  turning  to  small  outside 
suppliers  that  can  provide  services 
from  livable,  low-cost  places. 

Want  to  attract  more  jobs  to  your 
area?  Vote  "no"  on  most  spending 
proposals  and  elect  politicians  who 
are  willing  to  cut  spending,  taxes  and 
regulation  and  to  strategically  invest 
in  infrastructure  and  education.  MB 


By  David  Frum 

WHAT'S  IT  LIKE  to  do  business  in  New 
York  State?  Ask  Shawn  Wood.  Four 
years  back  Wood,  a  32-year-old  for- 
mer Navy  petty  officer,  started  a  little 
electronics  firm  in  his  hometown  of 
Binghamton.  Over  the  next  four 
years,  $336,000  (1993  sales)  L.A. 
Wood  Electronics  prospered  making 
and  repairing  printed  circuit  boards 
and  took  on  six  employees.  But  last 
September  the  company  packed  up 
and  moved  across  the  state  line  to 
Hallstead,  Pa. 

Pennsylvania  is  not  usually  thought 
of  as  a  business  haven,  but  compared 
with  New  York  it's  the  Hong  Kong  of 
the  Atlantic  Seaboard.  In  New  York, 
Wood  paid  $6  of  workers'  compensa- 
tion premiums  for  every  $100  in  pay- 
roll; in  Pennsylvania  he  pays  $2 — even 
though  Pennsylvania  offers  workers 
an  average  of  10%  more  per  injury 
than  New  York.  Although  Pennsyl- 
vania's unemployment  insurance  pro- 
gram pays  higher  benefits  than  New 
York's,  Wood  pays  $20  per  worker 
per  week  less  in  Hallstead  than  he  did 
in  Binghamton. 

Small  businesses  like  Wood's  are 
the  job  creation  machines  of  the 
1990s,  but  they  have  to  watch  every 
dollar  carefully.  Had  Wood  stayed  in 
New  York,  his  heavily  taxed  electric 
bill  would  have  reached  nearly  14 
cents  per  kilowatt-hour.  In  Pennsyl- 
vania he  pays  half  that. 

Wood's  phone  bill  has  dropped 
since  the  move,  too.  Wood  estimates 
that  his  company  has  saved  $1,300  a 
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onth  by  its  move. 

Except  for  Alaska,  which  is  a  special 
se,  New  York  is  easily  the  most 
;avily  taxed  state  in  the  Union.  State 
td  local  taxes  come  to  $4,362  per 
pita,  as  opposed  to  a  national  aver- 
;e  of  $2,967.  Even  Massachusetts 
id  California  are  more  lightly  taxed. 
>  a  percentage  of  income,  too,  New 
)rk  is  at  the  top  of  the  tax  scale.  New 
)rkers  pay  twice  as  much  of  their 
come  on  state  and  local  taxes  as  the 
erage  American. 

The  loss  of  tiny  Wood  Electronics 
ight  seem  hardly  to  matter  to  the 
lge  New  York  economy.  But  the 
ss  of  W.R.  Grace  &  Co.  is  not  so 
sily  shrugged  off.  Grace,  a  $5-bil- 
>n-per-year  manufacturer  of  special- 
chemicals,  is  one  of  the  oldest 
nerican  companies:   Its  founder, 


William  Russell  Grace,  was  the  mayor 
of  New  York  City  who  accepted  the 
Statue  of  Liberty  from  France.  In 
1991  Grace  moved  its  500  headquar- 
ters employees  from  New  York's 
42nd  Street  to  Boca  Raton,  Fla.  Per- 
sonal taxes  were  a  big  reason.  Explains 
Executive  Vice  President  James 
Neeves:  "With  nearly  8%  in  state  in- 
come taxes  and  4%  in  city  taxes,  every- 
one here  got  a  1 2%  raise  on  the  day  we 
moved." 

In  1965,  154  of  the  nation's  500 
biggest  industrial  corporations  were 
headquartered  in  New  York.  Today 
just  53  are.  During  the  now  ending 
recession,  one  in  three  Americans 
who  lost  their  jobs  was  a  New  Yorker. 

While  the  nation  as  a  whole  has 
regained  all  the  jobs  lost  since  the 
onset  of  the  recession  in  early  1990, 

f  Shawn  Wood, 
|p  emigre 

%  entrepreneur 
Driven  from 
New  York  State 
by  high  taxes, 
charges,  and 
premiums. 


there  are  nearly  8V2%  fewer  people 
working  in  private  business  in  New 
York  State  today  than  there  were  3V2 
years  ago. 

The  trend  is  not  new.  During  the 
1982-89  Reagan  boom,  New  York 
ranked  40th  of  the  50  states  in  pri- 
vate-sector job  creation.  "High  tax- 
es, runaway  spending  and  smother- 
ing regulations  are  chasing  jobs  out 
of  New  York,"  says  Tom  Carroll, 
president  of  Change-NY,  a  public  in- 
terest group. 

With  jobs  scarce,  people  are  mov- 
ing out.  New  York  and  Iowa  are  the 
only  two  states  whose  populations  are 
smaller  today  than  in  1970.  New 
York's  population  went  from  18.2 
million  to  18.1  million;  Iowa's 
dropped  from  2.82  million  to  2.81 
million.  Meanwhile,  the  declining 
population  and  declining  base  of  pro- 
ductive business  has  had  to  support  a 
growing  number  of  public  employ- 
ees. In  the  past  few  years  the  state  has 
actually  trimmed  its  payroll  a  bit,  but 
it  continues  to  have  more  public  em- 
ployees per  capita  than  any  other  in- 
dustrial state.  It  pays  them  20%  more 
than  the  national  average. 

The  dead  hand  of  taxation  and 
excessive  regulation  are  brutally  ap- 
parent in  picturesque  Hudson  River 
Valley  towns  like  Kingston  and 
Poughkecpsie.  Kingston's  huge  IBM 
plants  made  this  town  one  of  the  most 
prosperous  in  the  country  in  the 
1970s  and  early  1980s.  But  IBM  has 
shed  more  than  half  its  7,000  employ- 
ees in  Kingston  and  an  additional 
large  number  elsewhere  in  the  valley. 

IBM's  Hudson  Valley  downsizing 
has  produced  a  pool  of  skilled,  moti- 
vated workers  available  for  hire,  as 
well  as  creating  the  prospect  of  cheap, 
modern  factory  space  in  a  lovely  part 
of  the  country.  But  there  are  no  tak- 
ers. IBM  cannot  make  products  as 
competitive  as  PCs  in  a  taxed-to-the- 
eyeballs  environment. 

New  York's  Governor,  Mario 
Cuomo,  who  announced  his  candida- 
cy for  a  fourth  term  earlier  this  month, 
agrees  taxes  are  too  high  in  his  state 
and  misses  few  opportunities  to  say 
so.  But  the  cuts  he  has  proposed  are 
almost  risible.  They  include  reducing 
his  "temporary"  15%  corporate  tax 
surcharge  to  10%  while  postponing 
the  year  the  tax  comes  to  an  end,  as 
well  as  a  reduction  in  the  sales  tax  on 
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Zooming  budgets... 

New  York  State  All  Fund  budget  ($billions) 


'82-'83        '84'85  '86-'87 

Source:  New  York  State  Division  of  the 
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hotel  rooms  costing  over  $100  a  day. 
He  has  said  nothing  about  cutting 
state  personal  income  taxes.  A  smart 
man  and  a  brilliant  politician,  Cuomo 
is  trapped  in  the  tax/spend/elect  pat- 
tern that  has  dominated  state  politics 
for  decades. 

Given  the  mood  of  the  times, 
Cuomo  has  become  an  advocate  of 
lower  taxes.  "We've  gone  from  15% 
to  7.8%  as  our  top  rate  of  income 
tax — the  lowest  level  in  30  years,"  he 
told  Forbes.  "And  we  have  not  raised 
the  sales  tax  in  20  years." 

The  governor's  statement  is,  literal- 
ly, true  but  only  part  of  the  truth.  In 
1960  a  married  couple  did  not  reach 
New  York's  top  rate  until  its  taxable 
income  reached  $73,000  in 
inflation -adjusted  dollars. 

Today  New  York's  top 
rate  of  7.875%  hits  an  in- 
come of  just  $26,000. 
Neighboring  New  Jersey's 
top  rate  of  7%  does  not  kick 
in  until  the  couple  files 
$150,000  in  income.  New 
Jersey's  new  governor  pro- 
poses cutting  the  income 
tax  rate,  but  Cuomo  has 
proposed  only  modest  re- 
jiggering  in  surtaxes  and 
minor  levies.  In  deference 
to  its  supporters  in  the  pub- 
lic service  unions,  the  state 
government  has  proposed 
almost  no  privatization  of 
government  services. 

The  New  York  Times  re- 
cently ran  a  graph  showing 


'90-'91 


'92-'93  '93'94 


that  New  York  was  only  22nd  in  the 
nation  in  the  percentage  of  income 
taken  for  state  taxes.  The  graph 
missed  an  important  point:  Combine 
state  and  local  taxes  as  a  percentage 
of  income,  and  New  York  comes 
second  in  tax  burden  only  to  Alaska 
(which  taxes  oil  production  and  then 
rebates  some  of  the  money  back  to 
the  citizens). 

In  state  and  local  taxes,  New  York- 
ers pay  62%  more  than  the  national 
average,  and  22%  more  than  the  next 
most  expensive  state,  Connecticut. 
They  pay  38%  more  than  people  in 
heavily  taxed  Massachusetts,  46% 
more  than  heavily  taxed  California. 
Other  states  rank  as  low  as  New  York 


Spending  in  New  on  the  Forbes  job  map  (see 
York  State  has  preceding  story),  but  none 
more  than  of  the  other  weak  scorers 

doubled  tax  as  heavily  as  New  York 

since  1982.  does, 
mmm  The  legislature  and  the 

governor  have  held  state 
rates  down  in  part  by  forc- 
ing local  tax  rates  up.  New 
York  State  politicians  have 
developed  "mandating"  to 
a  fine  art.  As  tax  revenues 
failed  to  keep  up  with  the 
ambitions  of  New  York  pol- 
iticians, rather  than  spend- 
ing extra  money,  the  legis- 
lature imposed  orders  on 
local  governments  forcing 
them  to  make  up  the  differ- 
ence by  raising  their  own 
taxes. 

For  example,  New  York  requires 
even  its  poorest  counties  to  pay  the 
same  welfare  benefits  that  New  York 
City  does,  ignoring  the  fact  that  what 
is  a  survival  amount  in  Manhattan 
may  be  a  comfortable  living  in,  say, 
Oswego.  Former  mayor  John  Ama-. 
rello  of  hard-hit  Kingston  complains 
that  New  York's  "prevailing  wage" 
laws  forced  him  to  pay  labor  33% 
more  than  private  employers  pay. 
That  forces  his  city  to  levy  heavier 
local  taxes — and  makes  it  tougher  for 
made-in-New  York  products  to  com- 
pete with  products  made  elsewhere. 

Herein  lies  a  little  understood  cost 
of  high  taxes:  They  raise  the  price  of 
everything,  including  the  cost  of gov  - 


New  York's 
combined  state 
and  local  taxes  are 
the  highest  after 
oil-revenue-rich 
Alaska. 


...force  taxes  up... 

Combined  state  and  local  revenues  per  capita,  1991 


r 

$2,966 

0 

| 

0 

s 

To 

c 
o 

5> 

W  * 

z 

Source:  Department  of  Commerce 


72 


Forbes  ■  January  31,  1994 


What  you  really  want  is  the  goose. 


Once  upon  a  time,  you  could  set  a 
'ell  defined  goal,  direct  the  organi- 
ation  towards  it  and  if  all  went  well, 
lop!,  out  came  the  desired  result. 

But  in  this  unpredictable  era,  what 
you  need  to  adjust  the  goal?  What 
you  need  two  eggs?  Or  a  dozen? 

993  Andersen  Consulting  All  rights  reserved 


Instead  of  a  single  finite  outcome, 
we  offer  an  approach  that  will  keep 
producing.  An  enterprise  in  which 
all  the  parts  function  cooperatively. 

So  you  can  shift  adeptly  from  one 
goal  to  the  next.  One  achievement 
to  the  next.  One  improvement  to  the 


next.  And  that's  not  just  another 
theory.  That's  our  golden  rule. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Park  Avenue 
with  traction  control. 
When  it  comes 
to  safety,  were  not 
spinning  our  wheels. 

Park  Avenue's  available  traction  control  reduces  wheel  spin 
and  improves  acceleration  on  slippery  roads.  For  your  further 
peace  of  mind,  Park  Avenue  is  equipped  with  a  steel  safety  cage 
body  unit  and  standard  dual  air  bags  and  anti-lock  brakes. 
Buick  Park  Avenue,  a  very  secure  place  to  be. 
For  more  information,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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RICA'S  UMBRELLA 


We  all  share  the  same  goals  in 
business  and  in  life.  Security. . . 
protection.. .  trust.  What  every 
man,  woman  and  child  seeks  from 
birth.  What  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  130  years. 

Whether  it's  through  the 
personal  care  of  one  of  America's 
largest  health  care  networks,  or 
the  innovation  of  a  property 
casualty  program  that  has  helped 
save  American  business  over 
$300  million;  or  through  a 
pension  and  retirement  plan  that 
is  safeguarding  the  dreams  of  10 
million  workers,  retirees  and  their 
families,  we  make  a  difference  in 
people's  lives. 


Even  with  50%  of  the  Fortune® 500  as  our  customers, 
we  know  that  business  is  still  personal. 


A  difference  backed  by  over 
$100-  billion  in  assets  and  the 
knowledge  that  every  customer 
under  America's  umbrella  is  our 
most  important  one. 


.  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183 
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Insurance  Companies 
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lment  itself.  If  local  taxes 
:  high,  schoolteachers 
11  demand  more  money 
pay  their  taxes  with,  and 
is,  in  turn,  further  boosts 
e  costs  of  government, 
local  taxes  rise,  low-paid  HHB 
lployees  in  private  busi- 
sses  demand  more  in  or- 
r  to  keep  their  heads 
ove  water.  And  more 
lied  employees  will  de- 
md  high  salaries  to  meet 
:ir  costs  of  living,  and  if 
:y  don't  get  them  will 
<c  jobs  in  a  place  where  a 
^en  wage  buys  more 
ods  and  services  and 
using.  Businesses  must 
y  this  double  tax  or 
ve.  As  many  as  can  leave 
t  state. 

Thus  a  high-tax  state  is  like  a  com- 
ny  whose  overhead  is  rising  faster 
in  its  revenues,  pushing  its  unit 
sts  ever  higher  and  digging  itself  a 
ntinually  deepening  hole. 
The  Vertex  Corp.,  a  Berwyn,  Pa.- 
sed  tax  software  company,  tests  lo- 
tax  rates  upon  a  hypothetical  $15- 
Uion-a-year  service  company  em- 
tying  125  people.  Even  if  situated 
Buffalo  or  Rochester,  two  of  New 
rk's  less  expensive  cities,  Vertex's 
pothetical  company  would  pay 
)re  income  tax  than  it  would  in 
'Ston — itself  scarcely  a  low-tax  ha- 
i.  If  situated  in  Hempstead,  on 
ng  Island,  it  would  pay  more  tax 


Despite  the 
Wall  Street 
boom,  job  growth 
was  sluggish 
in  New  York 
in  the  1980s. 


...which  weakens 
the  economy. . . 

Percent  job  growth  during 
Reagan  boom,  1982-89 


Rank  among 
50  states 


Source:  Forbes 


than  in  antigrowth  San  Francisco. 
And,  bad  news  for  anyone  interested 
in  leasing  abandoned  IBM  facilities  in 
the  Hudson  Valley:  The  local  tax 
burden  on  a  manufacturing  or  office 
building  in  the  rustic  Hudson  Valley 
is  more  than  double  what  it  would  be 
in  San  Diego. 

Then  there  are  the  niggling  fees 
and  tolls.  It  costs  four  times  as  much 
per  mile  to  drive  a  truck  south  toward 
New  York  City  on  the  New  York 
Thruway  as  on  1-80,  the  interstate 
highway  that  enters  New  York  City 
from  Pennsylvania. 

New  York  taxes  capital  gains  at  the 
full  7.875%  income  tax  rate,  among 
the  highest  rates  in  the  nation.  New 


.and  worsens  recession 

mber  of  jobs  lost  from  6/90  through  6/92 


Almost  nowhere 
in  America 
have  the  job 
losses  been 
proportionally 
worse  since  1990 


Source:  Bureau  of  Labor  Statistics 
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York's  inheritance  tax  is  high,  too,  at 
up  to  21% — driving  many  wealthy 
people  out  of  the  state  and  depriving 
the  state  of  their  spending  power. 

New  York's  corporate  tax  rate, 
among  the  highest  in  the  country,  is 
in  fact  even  more  burdensome  than  it 
looks.  This  trick  is  done  by  burying 
corporations  under  dozens  of  minute 
little  tax  charges:  charges  on  petro- 
leum, on  phone  bills,  on  electricity. 

Where  do  all  the  revenues  go?  To  a 
bloated  public  payroll.  New  York  has 
622  state  and  local  employees  for 
every  10,000  population — 20%  above 
the  national  average.  State  public  em- 
ployees generally  earn  20%  more  than 
the  national  average  for  state  and  local 
employees. 

New  York  spending  on 
education  has  quadrupled 
since  1971 — but  state  SAT 
scores  have  dropped  68 
points,  twice  as  steep  a  fall 
as  for  the  nation  as  a  whole. 

New  York  spends  double 
the  national  average  on 
Medicaid,  $5,600  per  year 
per  patient  covered.  With 
only  7%  of  the  nation's  pop- 
ulation, New  York  State  ac- 
counts for  18.7%  of  all 
Medicaid  spending. 

Is  the  money  well  spent? 
On  the  whole,  no.  The 
New  York  State  Medicaid 
fraud  prosecutor  estimates 
that  10%  to  25%  of  all  Med- 
icaid spending  is  attribut- 
able to  fraud. 

(Continued  on  p.  80) 
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The  state  of  New  York 


Governor  Cuomo: 

lama 
tax-cutter 


With  his  vaunted  eloquence,  New 
York  Governor  Mario  Cuomo  de- 
fends his  economic  record,  which  will 
be  the  major  issue  in  his  campaign  to 
win  a  fourth  term  this  fall.  Although 
the  state  budget  has  swelled  enor- 
mously under  his  governorship,  he 
puts  himself  forward  as  a  tax-cutter 
and  even  a  supply-sider.  Forbes  inter- 
viewed him  in  Albany  just  before 
Christmas. 

Forbes:  New  York's  taxation 
is  very  high  and  the  state's  ~ ~~ 
economic  performance  has 
not  been  good. 
Cuomo:  What  would  you  com- 
pare us  to?  Mississippi?  We 
[New  York]  are  the  tenth-larg- 
est economy  in  the  world.  States 
that  start  with  no  work  get  one 
job;  they  go  up  100%. 

There  is  no  question  that  tax- 
es in  this  state  when  I  first  came 
into  public  service  [in  1975] 
were  too  high.  After  16  years  of 
Republican  rule,  the  top  rate 
was  15%.  We  had  to  reduce  the 
taxes.  And  so  we  did. 

In  the  [former  governor 
Hugh]  Carey  years  we  [Demo- 
crats] reduced  the  rate  to  14%. 
And  then  down  to  10%.  We 
have  it  down  now  to  7.8%,  which  is 
the  lowest  rate  in  30  years. 

The  [New  York]  corporate  tax, 
even  at  its  current  rate,  w  ith  the  sur- 
charge, is  only  fifth  or  sixth  in  the  U.S. 


our  Medicaid  bill  [picked  up  by  the 
federal  government];  other  states  get 
83%,  82%,  79%,  78%. 

Is  your  position  that  your  state  tax 
burden  is  not  excessive? 
It  still  is.  I  want  to  cut  it  even  more. 
But  think:  What  do  I  give  you  in  New 
York?  How  much  free  education  and 
parks  and  roads  and  bridges?  I  would 
like  taxes  to  be  lower  than  all  the  other 
states,  but  that's  not  likely,  given  that 


While  you've  cut  the  top  rate  of  tax, 
you've  applied  it  at  lower  and  lower 
income  levels.  And  you've  devolved 
your  spending  to  localities. 

When  I  took  over,  60%  of  the  budget 
went  to  local  governments.  Now 
it's  68%.  Medicaid  is  killing  the  [New 
York]  counties;  Medicaid,  crime, 
AIDS,  homelessness,  old  age,  a  crum- 
bling infrastructure.  We  get  50%  of 


we  do  so  much  more  for  people  than 
most  other  states. 

You  talk  like  a  supply-sider — 
though  you  once  called  supply-side 
"voodoo  economics." 

Supply-side  is  one  of  my  favorite  sub- 
jects. [John  F.]  Kennedy  was  an  intel- 
ligent supply-sider.  I  have  tried  to  be 
an  intelligent  supply-sider — if  by  sup- 
ply-side  you  mean  that  incentives 
matter,  and  that  tax  is  a  disincentive. 
Of  course,  having  to  pay  me  part  of 
what  you  make  is  going  to  discourage 
you  from  working  harder.  The  ques- 
tion then  becomes,  what  do  we  do 


with  the  money  when  we  take  it  from 
you?  Do  we  put  it  into  research  and 
development?  Economic  develop- 
ment? Do  we  help  educate  the  work- 
ers you  need  for  your  businesses? 
Does  it  all  come  out  of  savings  that 
you  need  for  infrastructure?  But  I 
have  never  raised  taxes.  I  have 
raised  fees. 

Let's  talk  about  what  you  do  with 
the  money  that  you  have  raised 
from  the  big  increase  in  fees  and  the 
broader  tax  base.  Education  spend- 
ing goes  up,  but  New  York's  SAT 
scores  have  dropped  twice  as  fast  as 
the  national  average. 
There  are  two  school  systems  here. 
One  is  one  of  the  best  in  America.  The 
other,  in  the  poorer  areas,  is  not  good. 
We  win  something  between  40%  and 
50%  of  the  Westinghouse  scholarships 
every  year.  It's  a  great  overstate- 
ment to  condemn  this  entire 
school  system. 

And  the  problem  is  not  in  the 
teachers  or  the  principals.  The 
problem  is  in  the  social  difficul- 
ties that  these  children  bring  to 
class.  Most  of  the  states  have 
some  experience  with  this,  but 
it's  nothing  like  the  dimensions 
of  this  place. 

Any  business  executive  will 
tell  you  you  can  always 
squeeze  10%  out  of  your  costs. 

Maybe  that's  true  of  businesses, 
because  most  businesses  never 
tried  downsizing  until  recently. 
Hey,  you  just  gave  a  billion 
dollars  at  Goldman,  Sachs  in 
bonuses.  You  bet  your  life  they 
could  cut  10%  very  easily. 

That  is  not  true  of  government.  We 
have  cut  more  than  10%.  We  cut  all 
through  the  recession  every  year.  I've 
balanced  budgets  ever}'  year.  We've 
had  a  surplus  for  two  years  in  a  row.  I 
cut  entitlements.  That's  why  my  polls 
are  so  low.  I  cut  my  personal  employ- 
ment by  about  14%  since  1990.  I've 
given  no  raises  for  three  years.  People 
have  a  stereotvpical  view  of  New  York. 
They  would  never  buy  stocks  that 
way.  They'd  analyze,  they  would  be 
careful,  they  would  study  all  the  num- 
bers— we  are  delighted  to  have  the 
numbers  looked  at  in  this  state.  WM 
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respective  candidate  Herb  London: 

]uomo  changes 
lis  tune 


iRBERT  London,  an  articulate  and 
sonable  former  dean  at  New  York 
liversity,  is  a  proven  vote -getter 
ong  Republicans  seeking  to  op- 
>c  Mario  Cuomo  this  fall.  Running 
a  slim  budget  as  a  Conservative  in 
;>0,  he  won  20%  of  the  gubernato- 
vote.  He  hopes  to  win  the  Repub- 
in  nomination  and  the  governor- 
p  in  November. 

rbes:  Governor  Cuomo  says  he 
;  cut  the  top  income  tax  rate, 
ndon:  For  every  dollar  in  tax 
s  in  New  York  State  over  the 
t  12  years,  we've  had  $1.39 
tax  increases.  Unless  you're 
wellian,  you  recognize  that 
es  and  fees  cannot  be  distin- 
shed.  Fees  have  gone  up. 
rhe  most  significant  devel- 
nent  has  been  the  introduc- 
i  of  mandates,  which  push 
es  down  to  the  local  level, 
e  state  sales  tax  rate  is  roughly 
,  but  the  local  level  in  many 
tances  is  as  high  as  5%.  Or 
l  force  localities  to  raise  the 
•petty  tax. 

t  even  though  he  has  forced 
:  localities  to  raise  their  tax- 
he  has  also  given  them 
ire  money. 

fair  to  say  that  the  governor  is 
ividing  more  assistance,  but  no- 
ere  near  what  the  mandates  cost, 
re's  an  example:  There's  a  prison  in 
town  of  Auburn  in  Cayuga  Coun- 
As  a  result  of  a  policy  which  allows 
conjugal  visits,  you  have  a  lot  of 
men  traveling  from  New  York  City 
Auburn  [to  visit  imprisoned  hus- 
ids].  Now  that  the  state  has  man 
ed  a  level  of  social  service  that  is 
form  across  the  state,  these  worn- 
decide  to  stay  in  Auburn  because 
y  can  live  far  better  in  Auburn  than 
Brooklyn  with  the  same  level  of 


social  services. 

As  a  result,  social  services  in  that 
county  have  gone  up  from  3%  of  the 
county  budget  20  years  ago  to  72%. 

Cuomo  says  taxes  were  higher 
when  the  state  had  Republican 
governors. 

I'm  not  going  to  defend  the  Republi- 
can Party  in  the  past.  Cuomo  likes  the 
idea  of  having  a  Republican  minority 
that  he  can  use  to  rationalize  the 


inexplicable  reason  why  we  have  not 
engaged  in  any  of  the  experiments 
that  have  gone  on  elsewhere.  Look  at 
states,  like  Minnesota,  that  have  in- 
troduced toll  road  and  privatization 
proposals.  Or  Michigan,  now  talking 
about  the  elimination  of  property  tax- 
es to  support  education. 

I  condemn  Mario  Cuomo  for  lack 
of  imagination,  lack  of  experimenta- 
tion, lack  of  initiative. 

Doesn't  it  suit  the  Republican  mi- 
nority to  have  a  Democratic  gover- 
nor? It  produces  gold-plated  high 
schools  in  Westchester  and  high- 


ways on  Long  Island,  and  when 
people  complain  about  the  cost 
they  blame  the  Democrats. 

That  isn't  true  any  longer.  Republi- 
cans have  come  to  the  conclusion  that 
fundamental  reforms  are  necessary. 
Whoever  the  next  governor  is,  and  I 
am  absolutely  convinced  it  will  be  a 
Republican  unless  there  is  a  split  be- 
tween Conservatives  and  Republi- 
cans, you  are  going  to  see  some  fun- 
damental reforms. 

Cuomo  is  now  talking  about  re- 
forms I  proposed  four  years  ago.  He's 
talking  about  tax  cuts.  He's  even  talk- 
ing about  some  privatization.  But 
why  didn't  he  talk  about  it  four  years 
ago?  In  three  terms  he's  had  an  op- 
portunity to  do  a  great  many  things. 

New  York  has  suffered  severely 
from  the  recession.  You  can't  blame 
it  all  on  the  governor. 

A  brewery  closed  in  Pulaski.  The 
governor  argues  that  there's 
overcapacity  in  the  [brewing]  in- 
dustry. But  why  did  they  close  die 
Pulaski  plant?  Banking  is  also  in 
consolidation.  Why  is  Key  Bank 
moving  to  Cleveland,  Ohio? 

New  York  tried  hard  to  get 
Mercedes-Benz  to  come  here. 
Why  did  Mercedes  end  up  in 
Alabama?  After  IBM  closed  its 
Poughkeepsie  facility,  a  num- 
ber of  firms,  including  To- 
shiba, looked  at  building  a  fa- 
cility that  had  all  of  the  circuitry 
necessary  for  another  comput- 
er firm.  Yet  Toshiba  decided 
not  to  locate  in  New  York, 
largely  because  it  was  so  diffi- 
cult to  do  business  in  this  state. 

New  York's  environmental  regula- 
tion is  not  extreme  as  California's. 

I  know  a  fellow  who  took  fallen 
timber  in  Adirondack  State  Park  and 
made  golf  tees.  He  was  painting  the 
tees  and  selling  them,  and  hired  three 
or  four  people.  Then  came  a  letter 
from  the  Department  of  Environ- 
mental Conservation  saying  paint 
can't  be  used  in  the  park — even  un- 
leaded. He  sent  his  tees  to  Vermont 
for  painting,  but  the  price  was  so 
high  he  went  out  of  business.  I'm  not 
saying  let's  despoil  the  park,  but 
Adirondack  is  a  metaphor.  MM 
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The  state  of  New  York 
(Continued  from  p.  77) 

New  York  spends  more  per  capita 
on  welfare  than  any  other  state — 18% 
more  than  the  runner-up,  Massachu- 
setts. New  York's  welfare  spending 
has  jumped  by  more  than  6,000% 
since  1960,  while  the  poverty  rate  in 
the  state  has  increased,  in  part  because 
the  generous  payments  attract  indi- 
gents and  illegal  aliens. 

Altogether,  New  York's  budget  has 
jumped  from  $26  billion,  when  Mario 
Cuomo  was  sworn  in,  to  $59  billion 
today.  Total  spending  by  the  state, 
counties  and  municipalities,  Forbes 
estimates,  exceeds  $120  billion. 

Well,  you  might  say:  With  all  this 
spending,  at  least  New  York  State 
balances  its  budget.  Oh,  yeah?  Look  at 
how  the  legislature  does  its  balancing. 

Scandals  in  the  financing  of  the  Erie 
Canal  convinced  New  Yorkers  to 
amend  their  constitution  in  1846  to 
require  the  state  to  submit  all  bond 
issues  to  a  referendum.  The  state 
obeyed — until  the  voters  had  the  te- 
merity to  reject  several  of  Governor 
Nelson  Rockefeller's  bond  issues  in 
the  1950s.  Irritated,  Rockefeller  sat 
down  with  attorney  John  Mitchell,  of 
Watergate  tame,  to  figure  out  how  to 
evade  the  constitution. 

They  invented  the  "moral  obliga- 
tion bond."  If  the  voters  refused,  say, 
to  finance  a  new  prison,  the  state 
would  set  up  a  New  York  Prison 
Authority  as  an  independent  agency. 
The  agency  would  borrow  the  mon- 
ey— without  a  referendum — and 
build  the  prison,  and  then  lease  it  to 
the  state.  Altogether,  there  are  now 
some  $27  billion  of  these  New  York 
State  bonds  in  circulation. 

The  state  has  turned  these  bond 
issues  into  political  pork.  Last  year  the 
state  sold  bonds  for  its  Dormitory 
Authority.  The  "•Authority"  then 
used  some  of  the  money  to  buy  Attica 
penitentiary  from  the  state  govern- 
ment for  $200  million.  The  state  gov- 
ernment counted  the  proceeds  as  rev- 
enue to  close  a  gap  in  the  budget — 
conveniently  overlooking  the  fact 
that  it  had  thus  saddled  future  taxpay- 
ers with  huge  annual  lease  payments. 

In  1990,  to  close  a  budget  shortfall, 
the  state  decided  to  put  its  combined 
state  and  local  pension  system  on  an 
accrual  rather  than  a  conservatively 
funded  basis.  This  saved  the  state  $3 
billion.  Public  employees  later  went 
to  court  and  won  an  order  for  the  state 


to  restore  the  shortfall.  The  state  gov- 
ernment hasn't  yet  figured  where  it 
will  get  the  money  to  reimburse  the 
pension  system. 

For  example,  to  get  more  cash  from 
vehicle  registration,  New  York  started 
collecting  two  years'  worth  of  the 
average  $27-a-year  fee  in  1989.  This 
is  simply  borrowing  revenues  from 
the  future  to  pay  today's  bills. 

William  Stern  used  to  head  one  of 
the  biggest  issuers  of  New  York  State- 
moral  obligation  bonds.  Stern  ran 
Nelson  Rockefeller's  Urban  Develop- 
ment Corp.  after  serving  as  Cuomo's 
chief  fundraiser  in  1982;  Cuomo  said 
in  his  diaries  that  Stern  was  the  man 
more  than  any  other  to  whom  he 
owed  the  governorship.  What  does 
Stern  think? 


During  the  boom  years 
of  1982  to  1989, 
New  York  ranked  40th 
of  the  50  states  in 
private -sector  job 
creation.  New  York 
and  Iowa  are  the 
only  two  states 
to  have  lost 
population  since  1970. 


"When  you're  in  it,"  Stern  now 
says  of  his  experience  in  state  govern- 
ment, "you  have  the  feeling  you're  in 
one  giant  racket."  For  instance,  the 
UDC  has  the  power  to  override  local 
zoning  ordinances.  New  York  City 
developers,  Stern  says,  would  get  the 
UDC  involved  in  their  projects  in  order 
to  escape  city  restrictions.  Now  a  pri- 
vate investor,  he  refuses  to  include 
New  York  State  bonds  in  his  own 
portfolio. 

Aren't  the  state's  Republicans — 
w  ho  control  the  state  Senate — resist- 
ing the  racket?  Not  very  hard.  The 
New  York  State  legislature  operates 
according  to  pre-Watergate  stan- 
dards. There  are  few  restrictions  on 
legislators'  outside  incomes,  and  no 
rule  against  placing  family  members 
on  legislative  payrolls.  There  are  legis- 
lators, including  Senate  majority  lead 
er  Ralph  Marino,  who  are  partners  in 
law  firms  whose  clients  do  business 
with  the  government.  Senate  Repub- 
licans have  a  particularly  bad  record 
on  government  spending,  which  pro- 


vides them  with  the  pork  they  need  to 
stay  in  office. 

Taxes  and  phony  accounting  are 
just  part  of  what  drives  business  and 
jobs  out  of  the  state.  There  is  the 
burden  of  regulation.  Michael  Wein- 
berger, an  entrepreneur  w  ho  moved 
last  year  from  Brooklyn  to  Charlotte, 
N.C.,  tells  an  anecdote  to  help  explain 
why  he  left  New  York.  Looking  for  a 
place  to  open  the  second  of  his  grow 
ing  chain  of  Hot  Bird  chicken  restau- 
rants, Weinberger  found  an  old 
brownstone  in  chic  Brooklyn 
Heights.  When  Weinberger  checked 
with  the  Building  Department  before 
signing  his  lease,  he  saw  no  violations 
in  the  record.  But  right  after  signing 
the  lease,  he  was  told  an  aluminum 
bay  window  installed  by  the  previous 
tenant  was  in  violation  of  New  York's 
landmark  rules.  Weinberger  had  to 
replace  the  modern  window  with  a 
custom-made  one  matching  19th- 
century  style.  The  eventual  full  price 
of  hiring  an  artisan  to  scrape  the  old 
wood  away,  build  a  new  window  and 
install  19th-century  style  counter- 
weights inside  the  brownstone 's  old 
walls:  more  than  $20,000. 

If  the  opposition  party  isn't  fight- 
ing the  system,  Robert  Schulz,  a  re- 
tired engineer  in  Glens  Falls,  N.Y.,  is. 
Schulz  has  been  tiling  suits  against  the 
state's  sales  of  "moral  obligation" 
bonds.  He  says  they  violate  the  state 
constitution.  Last  year,  for  the  first 
time,  he  won  standing  to  present  his 
argument. 

Meanwhile,  Moody's  gives  New 
York  bonds  the  second -lowest  rating  , 
just  above  Louisiana's;  Standard  & 
Poor's  puts  New  York  dead  last,  tied 
with  the  District  of  Columbia. 

In  the  last  resort,  New  York  State's 
problems  aren't  economic;  the  state 
has  a  great  deal  going  for  it.  The 
problems  are  political.  New  York  State 
politicians,  many  Republicans  includ- 
ed, are  praying  for  a  national  recovery 
strong  enough  to  lift  all  ships,  even 
the  leaky,  listing  New  York  State 
economy.  With  the  highly  leveraged 
tax  structure,  a  relatively  small  recov- 
ery will  translate  into  substantially 
higher  tax  revenues.  But  even  that 
won't  do  much  to  get  those  empty 
plants  in  the  Hudson  Valley  hum- 
ming again.  Not  without  real  political 
reform  and  a  moratorium  on  all  kinds 
of  state  and  local  spending.  H 
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3ople  with  money  and  status  live  longer, 
jt  not  for  the  reasons  most  people  think. 

[nequality 


r  Philip  E.  Ross 

AVE  LONG  AND  PROSPER,"  goes  the 
niliar  blessing.  It  turns  out  that  the 
sh  is  redundant.  Longevity  corre- 
es  very  closely  with  prosperity, 
m  when  all  sorts  of  other  things, 
:luding  smoking  anti  good  health 
e,  are  factored  out  of  the  equa- 
n.  This  class  difference  in  health 
s  persisted  over  the  generations  in 
the  countries  that  keep  good  ree- 
ds— notably  in  the  coun- 
ts of  northern  Europe. 
Over  the  years,  the  major 
ises  of  death  have  shifted 
>eatedly,  with  no  noticeable 
ect  on  the  overall  pattern, 
the  early  part  of  this  centu- 
as  death  from  heart  disease 
gan  to  rise,  it  was  mainly  the 
h  who  were  affected.  Now 
it  heart  disease  is  the  main 
ler,  it  strikes  the  poor  dis- 
)portionately. 

Therein  lies  one  of  the 
:at  mysteries  of  epidemiol- 
y — and  an  inevitable 
jrce  of  frustration  to 
alth  care  reformers.  Try  as 
:y  might  to  level  the  differ  - 
ces  between  rich  and  poor 
medical  treatment,  differences 
II  almost  certainly  remain.  In  Brit- 
t,  the  health  gap  has  actually  in- 
:ased  since  the  institution  of  uni- 
-sal  health  coverage  in  1948. 
Michael  Marmot  of  University 
>llege  London  supports  the  goals 
the  Clinton  health  care  proposals 
t  cautions:  "Will  universal  cover- 
E  substantially  affect  the  socioeco- 
mic  differences  in  health?  No.'1 
George  Kaplan,  chief  of  the  Hu- 
m  Population  Lab  of  the  Califor- 
i  Department  of  Health  Services, 
rees:  "Medical  care  doesn't  have 
ich  to  do  with  the  state  of  a  popu- 
ion's  health.11 

Marmot  studied  British  civil  ser- 
its  in  nearby  Whitehall.  This  priv 
ged  bunch  would  seem  worlds 


removed  from  poverty-stricken  peo- 
ple at  the  focus  of  the  public  health 
controversy.  The  bureaucrats  all  live 
near  London,  work  in  hazard-free 
offices,  enjoy  absolute  job  tenure 
and  decent  incomes.  Finally,  and 
most  important,  they  fall  neatly  into 
a  finely  graded  hierarchy,  because 
the  British  civil  service  makes  sure 
they  do. 


Health  inequalities  in  the 
British  civil  service 

Relative  risk  of  dying  of  heart  disease,  after  controlling 
for  age,  height,  blood  pressure,  blood  cholestero 
blood  sugar  and  smoking 


Administrators 


Professional/ 
executive 


Clerical 


Unskilled 


Source:  Michael  Marmot.  University  College  London 


Marmot  found  that  even  among 
this  rather  homogeneous  group,  the 
higher-ups  tended  to  be  healthier 
than  the  lower-downs.  "We  had  two 
striking  findings,11  Marmot  says. 
"First,  there's  a  social  gradient  that 
runs  right  across  the  whole  of  society. 
Second,  the  gradient  cuts  across  all 
the  major  causes  of  death.11 

He  found  that  each  civil  service 
rank  outlived  the  one  immediately 
below,  even  though  all  ranks  had 
free  doctoring,  could  afford  all  ne- 
cessities, and  were  as  exposed  as 
anyone  to  the  advice  of  dietitians 
and  the  antismoking  league.  The 
mortality  statistics  applied  to  every- 
thing from  heart  disease  to  slipping 
in  the  bathtub. 

Thus,  even  if  we  succeeded  in  end- 


ing AIDS,  crack  addiction  and  gunfire 
in  the  ghettos,  ghetto  dwellers 
would  still  be  dying  younger  than 
suburbanites  from  diabetes  and 
strokes. 

Could  personal  behavior  explain 
the  pattern?  The  higher-ranking  bu- 
reaucrats smoked  less  and  exercised 
more  than  their  subordinates.  So, 
too,  in  the  U.S.,  where  smoking  is 
more  prevalent  among  low- 
income  people  than  high-in- 
come people. 

Yet  when  Marmot  con- 
trolled for  health  habits  statis- 
tically, he  found  that  the  vari- 
ance in  mortality  dropped  by 
just  a  quarter. 

Why    does    having  more 
money  and  more  status  keep 
people  healthier?  Perhaps,  to  a 
degree,  it  works  the  other  way 
around:  Healthy  people  are 
more  likely  to  achieve  wealth 
and  status.  This  theory  of  nat- 
ural  selection   indeed  finds 
support    in    several  studies 
showing  that  healthy  people 
are  more  likely  to  do  well  and 
sick  people  are  more  likely  to 
fail  in  the  job  and  marriage  markets. 
Yet  this  explanation  also  accounts  for 
only  a  tiny  fraction  of  the  social  vari- 
ance in  health. 

Many  epidemiologists  are  begin- 
ning to  suspect  that  social  position 
itself- — not  its  material  attributes — 
affects  the  health  of  humans,  as  it  does 
that  of  monkeys  and  other  social 
mammals.  Says  Marmot,  "It  is  my 
hypothesis  that  if  you  equalized  in- 
come you  might  reduce,  but  you 
wouldn't  abolish,  the  class  differences 
in  mortality." 

If  rank  alone  explains  why  the  rich 
outlive  the  poor,  the  problem  would 
seem  to  be  as  intractable  as  human 
nature.  Can  medicine,  or  education, 
or  even  radical  socialism  pretend  to 
offer  a  cure?  tm 
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International  Multifoods  has  a  bad  case  of  indigestion. 
Maybe  it  shouldn't  have  swallowed  that  poison  pill. 


Multidogs: 


By  James  R.  Norman 

TOUGH  riMES  call  tor  dramatic  action. 
I  lis  driveway  buried  in  a  blizzard,  his 
usual  plow  service  nowhere  in  sight, 
Anthony  Luiso  had  to  shovel  his  own 
way  out.  That  was  the  last  straw  for 
Italian  born  Luiso,  the  peppery,  com- 
pact 50-year-old  International  Multi 
foods  Corp.  chairman  and  chief  exec 
utive.  He  put  the  house  up  for  sale  and 
moved  into  a  downtown  apartment, 
within  walking  distance  to  his  office 
on  the  49th  floor  of  the  Multifoods 
Tower  in  Minneapolis. 

The  commute  may  be  easier,  but 
there's  a  lot  of  digging  out  to  do  at  the 
office,  too.  Everywhere  he  surveys  his 
$2.2  billion  food  conglomerate,  he 
sees  troubles.  "We  want  to  compete 
on  fewer  fronts,"  sighs  Luiso. 

Up  for  sale  is  a  disastrous  venture 
into  frozen  prepared  foods  like  sirimi 
(take  crabmeat),  frozen  onion  rings 
and  snack  meats.  Multifoods  is  still 
number  one  or  a  close  second  to 
Grand  Metropolitan's  Pillsbury  in 
North  American  bakery  mixes,  but  it 
is  fighting  a  price  war  with  low-cost 


newcomers  ConAgra  Inc.  and  Archer 
Daniels  Midland  Co.  in  the  Canadian 
Hour  market,  where  Multifoods  has 
long  dominated. 

In  Venezuela,  Multifoods  is  one  of 
the  largest  food  companies  selling 
flour,  cornmeal,  rice  and  animal 
feeds,  but  Venezuela  is  in  the  grip  of 
severe  inflation,  which  has  trimmed 
profits. 

Scariest  of  all,  Multifoods  depends 
on  the  low-margin  vending  machine 
food  distribution  business  for  nearly 
half  its  sales.  Multifoods  buys,  say, 
candy  bars  and  sells  them  to  the 
companies  that  own  the  vending  ma- 
chines. With  sales  of  nearly  $1  bil- 
lion, Multifoods'  vsa  unit  is  still  the 
industry  leader  by  a  factor  often.  But 
it  just  lost  its  biggest  customer,  Can- 
teen Corp.,  to  a  Canteen  affiliate.  And 
what  had  been  a  steady  5%-to-6% 
growth  in  vending  machine  sales  has 
shriveled  to  almost  nothing.  Margins 
are  estimated  to  be  a  razor-thin  1%  of 
sales,  and  VSA  is  struggling  to  stay 
profitable. 


Multifoods'  profits  have  dropped 
an  estimated  17%,  to  $33  million, 
SI  .80  a  share,  on  a  3%  sales  drop  for 
the  year  ending  February  1994.  Fore- 
casts are  for  another  drop  next  year. 
Some  analysts  refer  to  the  company  as 
"International  Multidogs."  Analyst 
G.  Leonard  Teitelbaum  of  Merrill 
Lynch  is  more  polite:  "Our  confi- 
dence has  been  shaken,"  he  says.  Mul- 
tifoods  stock  has  fallen  steadily  since 
1991  and  in  the  past  year  has  lost 
nearly  half  of  its  $600  million  market 
value,  trading  at  around  18.  Luiso 
himself  has  committed  $1.2  million 
(roughly  a  year's  pay)  tor  options 
worthless  below  $27.  To  prop  up  the 
price,  Multifoods  bought  back  nearly 
5%  of  its  19  million  shares  in  the  mid- 
20s  last  fall. 

Talk  about  blizzards! 

All  these  woes  have  prompted  a 
certain  amount  of  talk  about  the  de- 
sirability of  breaking  up  Luiso's  con- 
glomerate. Analyst  Kevin  Skislock  at 
Dain  Bosworth  values  a  broken-up 
Multifoods  at  upwards  of  $25  a  share. 
"The  company  is  not  being  prepared 
for  liquidation,"  Luiso  insists.  After 
perceived  takeover  threats  by  the 
Belzbergs  in  1988,  and  ADM  in  1990, 
Multifoods  low  ered  the  trigger  on  its 
poison -pill  rights  plan  to  a  10%  hold- 
ing, from  20%,  and  ignored  a  share- 
holder vote  to  lift  it. 

International  Multifoods  looks  like 
a  clear  case  of  a  company  worth  more 
dead  than  alive.  MB 


LEFT: 

International 
Multifoods 
Chairman 
Tony  Luiso 

RIGHT: 

A  Canadian 
bakery 
Hoping  to 
jump-start 
growth  by  focusing 
on  vending 
machine  food 
distribution  and 
bakery  products. 
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in  Open  Enterprise  servers 
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Regardless  of  what  kind  of  health  care  control  comes 
out  of  Congress,  people  will  willingly  spend  money  for 
new  drugs  that  treat  severe  illness— so  say  the  folks  at 
Swiss  drug  giant  Roche. 

No  need 
for  Valium 


By  Peter  Fuhrman 

Swiss  pharmaceutical  giant  Roche 
Group  was  a  company  with  a  drug 
dependency  problem.  Its  antianxiety 
drug  Valium,  developed  in  the  1950s, 
had  become  the  world's  first  block- 
buster prescription  drug,  with  sales  of 
$750  million  a  year  beginning  in  the 
early  Seventies.  After  that,  almost 
nothing.  Roche's  lavishly  funded  re- 
search operation  failed  to  produce  a 
single  important  new  drug  for  the 
market  between  1972  and  1982. 

By  1978  the  heirs  of  founder  Fritz 
Hoffmann -La  Roche  (he  founded  the 
company  in  1896)  decided  some- 
thing needed  to  be  done.  They 
brought  in  Fritz  Gerber,  a  lawyer  who 
was  running  Switzerland's  largest  in- 
surance company,  Zurich  Insurance. 

Gerber,  who  is  now  64,  didn't 
biow  much  about  drugs,  but  he  knew 
a  deadline  when  he  saw  one.  World- 
wide patents  on  Valium  would  start  to 
run  out  in  die  early  1980s  and  were 
due  to  expire  in  the  U.S.,  the  largest 
single  market  for  this  drug,  in  1985. 
"We  needed,  at  the  very  least,  to 
come  up  with  something  for  our 
American  marketing  people  to  sell," 
Gerber  recalls,  "and  our  own  labora- 
tories had  failed  to  provide  such  a 
product." 

To  fill  the  gap,  Gerber  negotiated  a 
licensing  deal  to  jointly  market  Glaxo 
Pic's  antiulcer  drug  Zantac  in  the 
U.S.  Good  move.  Introduced  in 
1983,  Zantac  quickly  became  the 
bestselling  prescription  medicine  in 
the  U.S.  Roche's  share  of  Zantac  sales 
now  contribute  around  S300  million 
of  the  company's  $3.6  billion  U.S. 
revenues. 
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Was  there  nothing  in  Roche's  own 
labs  that  was  marketable?  There  was 
an  injectable  antibiotic,  called  Roce- 
phin, developed  years  earlier  but  left 
on  the  shelf  because  it  was  similar  to 
antibiotics  already  on  the  market. 
Gerber's  review  of  Roche's  project 
inventory  revealed  that  Rocephin 
took  twice  as  long  to  break  down  in 
the  body  as  other  antibiotics.  He 
dusted  off  the  product,  and  today 
Rocephin  is  Roche's  bestselling  drug 
and  the  most  widely  prescribed  hospi- 
tal medication  in  the  world.  In  the 
U.S.  alone,  Rocephin  sales  are  close  to 
$350  million  a  vear. 


Administering  Genentech's  Activase 
Rx  for  Activase:  money  from  Roche. 


Although  Roche  hasn't  had  a  true 
blockbuster  since  Valium,  it  now  has 
12  drugs  with  sales  of  over  $75  mil- 
lion a  year  each;  none  of  them  is  at 
immediate  risk  from  expiring  patents. 
Today  Roche  is  the  largest  seller  of 
drugs  to  U.S.  hospitals  and  has  solid 
products  to  treat  chronic  afflictions 
like  acne  and  epilepsy. 

This  year  Roche  will  introduce  a 
new  antibiotic  in  the  U.S.  called 
Quinodis,  used  to  treat  urinary  tract 
infections.  Like  Rocephin,  it  needs  to 
be  injected  just  once  a  day  and  so  is 
cheaper  for  hospitals  to  use  than  Cip- 
ro, a  similar  drug  produced  by  Bayer 
that  must  be  given  twice  a  day. 

While  pharmaceuticals  is  now  the 
largest  of  Roche's  four  operating  divi- 
sions, it  accounts  for  just  over  half  of 
the  company's  $8.6  billion  in  global 
sales.  Roche  also  operates  the  world's 
largest  vitamin  business,  the  second- 
largest  flavors  and  fragrances  busi- 
ness, and  the  U.S.'  third-largest  net- 
work of  diagnostic  laboratories. 

In  vitamins,  Gerber  has  pushed 
production  costs  down  by  20%  over 
the  last  decade.  This  will  help  Roche 
fight  off  low-cost  competition,  espe- 
cially Chinese  makers  of  ascorbic  acid, 
the  vitamin  C  compound  that  was  first 
synthesized  on  an  industrial  scale  in 
1934  by  Roche. 

In  the  flavors  business,  in  1990 
Gerber  consolidated  his  operations  by 
buying  the  American  flavorings  com- 
pany Fritzsche,  Dodge  &  Olcott  from 
Germany's  BASF.  Recent  success: 
Snapple  Beverage  Corp.  has  intro- 
duced an  all-natural  soft  drink  using 
Roche  flavors. 

The  diagnostics  business  has  been 
helped  by  the  defensive  medicine 
practiced  by  most  American  doctors. 
Fearful  of  malpractice  suits,  the  doc- 
tors now  submit  over  1  million  clinical 
tests  a  day  to  Roche's  labs. 

For  the  future,  Gerber  has  lavished 
billions  of  dollars  on  pushing  Roche 
into  biotechnology.  The  payoff  is  still 
to  come.  In  1990  Roche  paid  $2 
billion  for  a  60%  stake  in  Genentech, 
Inc.  The  San  Francisco- based  bioen- 
gineer  pioneered  the  use  of  recombi- 
nant dna  technology  in  drugmaking 
but  has  yet  to  see  its  research  turn  into 
a  blockbuster.  Genentech's  sales  in 
1992  were  $544  million,  but  the 
company  had  only  $2 1  million  in  net 
profit.  Roche  has  since  upped  its  stake 
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33%.  "It's  a  lot  of  money  for  very 
e  profits,  but  very  little  money  for 
h  excellent  r&d,"  says  Gerber  of 
Genentech  investment.  "The  re- 
us will  be  much  better  than  if  we 
I  put  the  money  into  our  own 
:arch  activities." 

;or  example,  Roche  authorized 
lentech  to  spend  $55  million  on  a 
v  clinical  trial  for  Genentech1s  big- 
t-selling  drug,  Activase,  which  dis- 
hes clots  that  bring  on  heart  at- 
cs.  Since  its  introduction  five  years 
i,  Activase  has  been  undercut  by 
s  of  a  much  cheaper  competing 
duct.  The  just  completed  test 
ws  that  patients  given  the  Genen- 
i  drug  had  14%  lower  mortality 
:s;  this  should  bolster  Activase 
s,  which  arc   now  running  at 


around  $200  million  a  year.  With  a 
new  drug  to  treat  cystic  fibrosis  com- 
ing to  market  this  year,  Genentech 
profits  should  hit  $100  million,  ac- 
cording to  Merrill  Lynch. 

In  December  1991  Gerber  paid 
$300  million  to  U.S.  biotechnology 
firm  Cetus  Corp.  for  the  patents  and 
manufacturing  rights  for  a  Nobel 
Prize-winning  dna  sampling  method 
called  pgr,  or  polymerase  chain  reac- 
tion technology.  This  technology 
permits  a  more  or  less  instant  test  for 
HIV  and  for  chlamydia.  Gerber  be- 
lieves these  pgr  kits  could  be  a  $700 
million  market  by  the  end  of  the 
decade. 

Roche  is  now  turning  its  attention 
to  costs  and  to  operating  efficiency. 
r&d  is  a  likely  target.  Roche  spent 


$1.1  billion  in  1993  on  pharmaceuti- 
cal research;  at  24%  of  sales,  that 
figure  is  higher  than  any  other  major 
drug  company's.  Gerber  thinks  the 
figure  should  be  lower.  The  pharma- 
ceutical industry  will  spend  a  record 
$30  billion  this  year  on  research  and 
development;  there  is  no  way,  Gerber 
says,  that  the  ding  market  will  expand 
fast  enough  to  justify  such  sums. 

That's  why  Gerber  has  decided  to 
slow  the  growth  of  research  spending. 
This  will  boost  his  pharmaceutical 
operating  margins,  now  an  estimated 
22%.  Jennifer  LaVin,  who  follows  the 
company  for  Merrill  Lynch,  predicts 
that  Roche's  operating  margins  in 
drugs  will  widen  to  31%  by  1997, 
putting  the  company  at  the  top  of  the 
class  with  Merck  and  Glaxo. 

Such  forecasts  help  explain  why 
Roche's  stock,  which  trades  on  the 
Zurich  exchange  and  in  the  U.S. 
through  an  unsponsored  ADR,  has 
held  up  better  than  any  other  major 
drug  stock  as  the  Clinton  health 
package  has  emerged.  Last  year  alone 
the  value  of  Roche's  voting  and  non- 
voting shares  climbed  without  pause 
and  were  up  60%  on  the  year.  The 
company's  market  capitalization  is 
nearly  $40  billion,  second  only  to 
Merck's. 

Financially,  Roche  resembles  a 
Swiss  bank.  Cash  reserves  now  ap- 
proach $9  billion,  against  $2  billion  in 
long-term  debt.  Gerber  doesn't  rule 
out  using  some  of  the  cash  for  more 
acquisitions,  but  he's  not  the  sort 
who'll  overpay.  In  1988,  for  example, 
Roche  bid  $4.7  billion  for  Sterling 
Drug.  Then  Eastman  Kodak  came  in 
with  a  bid  that  was  8%  higher.  Roche's 
advisers  at  J. P.  Morgan  urged  the 
company  to  up  the  bid,  but  Gerber 
refused.  Kodak  has  been  choking  on 
Sterling  ever  since. 

Are  Gerber  and  his  executives  los- 
ing sleep  over  the  Clinton  health  care 
ambitions?  Not  much.  Armin  Kessler, 
the  Roche  board  member  who  heads 
up  the  pharmaceutical  division,  ex- 
plains why  there's  little  hand-wring- 
ing in  Zurich  about  what  Washington 
will  do:  "Drug  companies  are  on  the 
verge  of  finding  genuine  cures  for 
many  of  the  major  diseases,  not  just 
treatments  to  alleviate  the  symptoms. 
It  follows  that  people  will  want  to 
spend  money  for  such  drugs,  whatev- 
er the  Clintons  may  say  or  wish."  H 
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//  takes  only  seconds 
to  appreciate  the  full 
performance  capabilities 
of  its  295-hp  Northstar 
System. 


Imagine  you  just  stepped  on 
the  accelerator  of  an  Eldorado 
Touring  Coupe  with  the 
Northstar  System  by  Cadillac. 
You  feel  the  surge  of  its 


32-valve,  295-horsepower  V8. . 
you  reach  60  mph  in  7.5  secon 
the  Road-Sensing  Suspension 
actually  reading  every  inch  of 
the  road. 


Eldorado     Touring  Coure 

Creating  A  Higher  Standard 


The  feedback  from  the  Speed- 
nsitive  Steering  grows  pro- 
:ssively  firmer  as  you  quickly 
;s  100  mph.  Of  course,  you 
uldn't  really  do  this  because 


you're  not  a  professional  driver 
on  a  closed  track.  But  if  you 
were,  the  full-range  Traction 
Control  assures  maximum  grip 
as  you  approach  150  mph. 


I  IN  A  MATTER 


OF  SECONDS, 


IX  CREATES 


A  HIGHER 


STANDARD 


0 


e  Always  wear  safety  belts,  even  with  ait  bags  ©  1993  GM  Corp.  All  tights  reserved.  CADILLAC®  ELDORADO®  NORTHSTAR, 


As  multimillion-dollar  contracts  become  common 
in  professional  sports,  the  teams  are  having  to  pay 
through  the  nose  to  insure  their  valuable  properties. 

Dangerous 
games 


By  Randall  Lane 

Charlotte  Hornets  President 
Spencer  Stolpen  swears  this  is  a  true 
story:  After  signing  one  of  his  basket- 
ball stars  to  an  eight-figure  contract, 
he  went  searching  for  insurance.  The 
underwriter  believed  that  the  player's 
agent  would  control  the  proceeds  in 
the  event  of  death,  and  refused 
to  cover  the  contract.  The  in- 
surer was  afraid  the  agent  might 
try  to  kill  the  player. 

The  insurer  later  relented, 
but  Stolpen  had  come  up 
against  a  problem  increasingly 
nettlesome  in  big- money 
sports:  an  insurance  shortage 
for  top  athletes.  Potential  mur- 
der is  the  least  of  their  concerns. 
Premiums  have  jumped  50%  in 
the  past  year  alone. 

This  problem  is  a  direct  by- 
product of  skyrocketing  player 
salaries  and  long-term  con- 
tracts. The  Hornets'  Larry 
Johnson  inked  a  12-year,  $84 
million  contract  last  year,  while 
Orlando  Magic  rookie  Anfer- 
nee  Hardaway  signed  for  13 
years  and  $65  million  before 
ever  playing  a  game.  In  major 
league  baseball,  $20  million 
contracts  have  become  routine. 
And  in  basketball  and  baseball,  Hi 
these  deals  are  guaranteed:  The 
athlete  gets  the  full  amount  even  if  he 
gets  injured  or  loses  his  skills. 

Getting  insurance  is  relatively  easy 
for  84  players  making  $1  million 
apiece,  but  few  insurers  are  willing  to 
risk  covering  one  $84  million  player. 

Add  to  this  an  unprecedented  spate 
of  freak  accidents  in  1993.  Monica 
Seles  was  stabbed  in  the  back  by  a 
crazed  fan.  Basketball  star  Reggie 


Lewis  dropped  dead  from  a  heart 
attack.  Two  baseball  players  died  in  a 
boating  accident.  Mix  in  auto  crashes, 
a  suicide  and  the  usual  collection  of 
on-the-field  injuries  and  you  have  a 
great  deal  of  insurance  company  re- 
luctance. Says  Edward  Dipple,  an  in- 


Larry  Johnson,  Charlotte's  $84  million  man 
A  great  player,  a  fat  contract,  a  huge  liability. 


dependent  underwriter  for  New  Jer- 
sey-based Chubb  Insurance  Group, 
"People  are  not  falling  over  each  oth- 
er to  do  this  stuff." 

Include  in  this  group  Lloyd's  of 
London,  traditionally  the  top  under- 
writer for  long-term  contracts.  After 
dropping  billions  insuring  high-risk 
ventures,  Lloyd's  has  lost  a  lot  of  its 
appetite  for  sports  coverage.  The 


third-largest  sports  insurer,  Lincoln 
National  Specialty  Insurance,  has 
stopped  underwriting  big  contracts 
entirely.  This  leaves  only  Chubb  as  a 
healthy  and  eager  underwriter.  And 
the  pool  of  firms  willing  to  reinsure 
Chubb  or  Lloyd's  has  dwindled,  fol- 
lowing years  of  sports-related  losses. 

Thus  the  surge  in  premiums.  A 
policy  can  cost  up  to  10%  of  the 
contract  value,  depending  on  age, 
medical  history  and  lifestyle. 

Stolpen's  Hornets  pay  about  $2 
million  a  year  for  athlete  insurance — 
5%  of  the  club's  estimated  $40  million 
in  revenues.  The  Hornets  shell  out 
more  for  insuring  salaries  than  for 
administration,  travel  or  marketing. 
The  only  larger  expense  line:  the  sala- 
ries themselves. 

And  Stolpen  is  lucky.  The  National 
Basketball  Association  has  negotiated 
a  group  policy  with  Chubb  that  allows 
teams  to  insure  their  top  players  at  a 
better  rate,  although  a  high  de- 
ductible and  a  ceiling  of  80% 
still  leave  the  teams  consider- 
ably at  risk. 

Baseball  clubs  have  a  starker 
choice:  Pay  the  market  price  or 
"self-insure,"  i.e.,  risk  it.  At 
least  6  of  the  28  teams  have 
consulted  their  actuarial  tables 
and  opted  for  the  latter.  About 
12  more  clubs  just  insure  select 
individuals.  "It's  a  tremendous 
risk  either  way,"  says  Bob 
Quinn,  general  manager  of  the 
San  Francisco  Giants,  who  pays 
over  $350,000  a  year  to  insure 
superstar  Barry  Bonds  but 
chances  it  with  his  other  24 
players. 

The  problem  is  getting 
worse.  Insurance  and  sports  ex- 
ecutives both  expect  another 
healthy  increase  in  premiums 
this  year.  And  more  turndowns 
and  more  restrictions. 

While  the  basic  NBA  contract 
already  forbids  motorcycle  rid- 
scuba  diving,  even  nonsanc- 
basketball  games,  insurance 
companies  are  designing  contracts 
that  pay  only  for  on-the-field  injuries. 
"You  used  to  sign  the  guy  and  worn' 
about  insurance  later,"  says  Orlando 
Magic  general  manager  Pat  Williams. 
"This  is  now  all  discussed  up  front." 
Put  away  those  motorcycles  and  scuba 
gear,  boys  and  girls.  M 
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Merrill  Lynch's  1994  Investment 
and  Financial  Outlook  forecasts  a 
selective  year  for  stocks,  a  long-term 
uptrend  for  the  U.S.  economy,  a 
market  that  favors  capital  goods 
and  telecommunications  stocks 
and  municipal  bonds,  and  substan- 
tial economic  growth  in  Latin 
America  and  Asia.  Send  for  it  now. 


The  difference  between 

being  concerned  about  1 994  and 

knowing  what  to  expect  of  it. 

Our  Global  Securities  Research  and  Economics 
Group,  acknowledged  to  be  top-rated  in  1993,  has 
written  a  forecast  for  1994. 

The  Merrill  Lynch  1994  Investment  and  Financial 
Outlook  is  filled  with  insights  on  the  year  to  come.  It 
should  be  a  year  of  modest  growth,  low  interest  rates 
and  higher  profits  for  selected  companies  in  capital 
goods  and  telecommunications.  We  also  see  attractive 
opportunities  in  municipal  bonds,  and  the  potential 
for  attractive  returns  in  certain  Asian  and  Latin 
American  countries. 

The  best  way  to  gain  from  this  report  is  to  call  your 
Merrill  Lynch  Financial  Consultant.  He  or  she  knows 
the  difference  between  information  about  the  future 
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and  how  to  use  it.  Send  for  the  report  now  or 
call  the  toll-free  number. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


Call  I-800-MERRILL,  ext.  4046 

Hearing-impaired  readers  call  1-800-765-4833  TTY 

Return  to:  Merrill  Lynch  Response  Center 

P.O.  Box  30200,  New  Brunswick,  NJ  08989-0200 

Please  send  me  a  free  copy  of  the  1994  Investment  and  Financial 
Outlook  report. 

□  If  you  are  a  business  owner,  please  check  here. 

Name  

Address   

City  


_  State   

.  Business  Phone 


Zip. 


Home  Phone   

Merrill  Lynch  clients,  please  give  the  name  and  location  of  your 
Financial  Consultant:  
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Some  entrepreneurs  can't  wait  to  start  their  own 
companies.  Tecnol's  Van  Hubbard  carefully  bided 
his  time  and  planned  his  moves. 

The  men  behind 
the  masks 


By  Kate  Bohner 

Van  Hubbard  drives  a  1991  Porsche 
911  turbo.  It's  black  and  can  go 
168mph.  But  when  Hubbard  drove  a 
reporter  through  the  deserted  back 
roads  outside  Fort  Worth,  Tex., 
home  of  his  $85  million  (sales)  medi- 
cal supplies  company,  Tecnol  Medical 
Products,  Inc.,  he  kept  the  needle  at  a 
cautious  62mph.  "If  I'm  not  in  a 
rush,"  says  Hubbard,  "I  don't 
speed." 

That  mixture  of  high-performance 
potential  and  cautious  execution 
pretty  well  sums  up  Van  Hubbard's 
approach  to  business.  A  native  of  Hol- 
liday,  Tex.,  he  set  his  mind  on  starting 


a  company  while  still  a  teenager  at- 
tending Texas  Tech  on  an  athletic 
scholarship.  Even  then  his  entrepre- 
neurial talents  were  in  evidence:  One 
summer  he  earned  $30,000  selling 
housewares  door-to-door. 

But  Hubbard  was  in  no  rush.  Earn- 
ing an  M.B.A.  in  1964,  he  took  a  sales 
job  with  American  Hospital  Supply 
Co.  Medical  supplies,  he  calculated, 
was  a  growing  field,  and  Hubbard 
wanted  to  get  five  years'  experience  in 
the  industry  at  someone  else's  ex- 
pense before  setting  out  on  his  own. 

Finally,  in  1969,  Hubbard  felt 
ready  to  take  the  plunge.  He  put  a 


relatively  small  amount  of  his  own 
money,  $  1 0,000,  along  with  $80,000 
in  venture  capital  and  started  a  com- 
pany making  disposable  caps  and  shoe 
covers  for  nurses  and  surgeons. 

His  careful  preparation  paid  off 
nicely.  In  1976  G.D.  Searle  &  Co. 
offered  Hubbard  nearly  $7  million  for 
the  company. 

Hubbard,  then  36,  cleared  $2  mil- 
lion on  the  deal.  He  banked  most  of 
the  money  and  used  the  rest  to  bank- 
roll his  second  company,  Tecnol,  a 
maker  of  surgical  masks.  This  time  he 
brought  in  a  partner,  Kirk  Brunson,  a 
former  hospital  administrator  and  a 
self-taught  engineer  who  had  run 
manufacturing  operations  at  Hub- 
bard's previous  company. 

Why  surgical  masks?  At  the  time 
two  big  companies,  Johnson  &  John- 
son and  3M,  dominated  the  business. 
But  Hubbard  and  Brunson  thought 
J&J  and  3M  were  taking  the  mask 
business  for  granted  and  failing  to 
develop  new  masks  to  keep  up  with 
rapidly  changing  surgical  technology. 
"Instead  of  dictating  to  the  customer 
what  kind  of  mask  to  wear,"  says 
Hubbard,  "we  let  the  customer  dic- 
tate it  to  us." 

Tecnol  makes  masks  for  use  in  laser 
surgery — the  company's  patented  fil- 
ter screens  out  submicron-size  parti- 


Tecnol  Medical  Products  Chairman  Van  Hubbard  (left);  Executive  Vice  President  Kirk  tsrunso 
"We  are  in  business  to  obsolete  ourselves.  If  we  don't,  someone  else  will." 
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Casino  mogul  Steve  Wynn  helped  young  Bobby  Kotick 
take  over  videogame  maker  Activision.  Now  former  CIA 
Director  Bill  Colby  is  lending  his  name  to  Activision's 
latest  game. 

"Let's  not 
kill  him  now" 


s  of  bacteria  contained  in  the 
oke  and  airborne  diseased  tissue 
•tides  cast  off  by  the  lasers.  To 
ard  against  aids  the  company 
.kes  a  fluid-shield  mask:  a  clear 
stic  shield  attached  to  a  mask  that 
)tects  a  surgeon's  and  nurse's  eyes 
m  splattering  blood  during  sur- 
y.  And  reacting  to  the  tuberculosis 
re,  the  company  recently  designed 
lugger- fitting  mask  that  filters  out 
:n  more  microscopic  airborne 
•tides. 

By  specializing  in  these  high-tech 
sks,  17-year-old  Tecnol  now  has 
;r  half  of  the  market  for  surgical 
sks,  and  Hubbard,  now  54,  has 
:ome  quite  a  wealthy  man.  Two 
irs  ago  Goldman,  Sachs  took  Tec- 
I  public,  raising  $20  million.  The 
h  was  used  mostly  for  acquisitions 
i  to  expand  Tecnol's  manufactur- 
;  operations.  Since  then  earnings 
re  risen  from  $9  million,  or  50 
its  a  share,  to  an  estimated  $14 
lion,  or  70  cents  a  share,  in  1993. 
t  margin:  around  15%.  Frederick 
se,  an  analyst  at  Bear,  Stearns,  ex- 
:ts  earnings  to  jump  more  than 
Yo,  to  95  cents  a  share  this  year.  At  a 
ent  I6V2,  Tecnol's  shares  are  up 
Yo  from  their  offering  price,  despite 

general  malaise  that  has  affected 
dical-related  stocks  in  the  shadow 

the  Clinton  Administration's 
dth  care  proposals.  Hubbard  owns 
Yo  of  the  company's  stock,  worth 
3  million.  Brunson's  8.5%  is  worth 
3  million. 

*or  a  cautious  builder  Hubbard 
:s  seem  to  have  left  Tecnol  vulnera- 
in  one  important  respect.  Last  year 
ngle  customer,  hospital  supply  gi- 
Baxter  Healthcare  Inc.,  account  - 
for  three-quarters  of  Tecnol's 
enues.  Given  Tecnol's  high  mar- 
s,  won't  competitors  be  able  to 
1  business  with  less  expensive 
sks?  Hubbard  counters  that  be- 
ise  he  and  Brunson  have  been  care- 
to  patent  Tecnol's  masks,  it  would 
difficult  for  Baxter  to  drop  Tecnol 
"avor  of  another  supplier, 
kill,  Hubbard  and  Brunson  aren't 
ing  any  chances.  To  stay  on  top  of 
ir  game  and  ahead  of  3M  and  J&J, 
y're  developing  new  masks  for  the 
environment,  as  well  as  improving 
the  old  ones.  "We  are  in  business 
obsolete  ourselves,"  says  Brunson. 
'we  don't,  someone  else  will."  H 


By  Christopher  Palmeri 

Last  summer  Robert  Kotick,  the 
young  chairman  of  videogame  maker 
Activision  Inc.,  lunched  with  a  literary 
agent  in  Los  Angeles.  When  Kotick 
mentioned  that  he  was  developing  an 
espionage  game,  the  agent  suggested 
that  Kotick  talk  to  one  of  his  clients, 
74-year-old  William  Colby,  the  for- 
mer director  of  the  Central  Intelli- 
gence Agency. 

Soon  Colby  was  in  Activision's  Los 
Angeles  headquarters,  learning  to 
play  Activision's  CD  ROM-based  Re- 
turn to  Zork  game.  He  picked  it  up 
quickly,  and  added  his  own  spymaster 
twists.  When  Kotick  suggested  that 
Colby  use  a  knife  to  dispose  of  a 
difficult  character  in  the  game,  Colby 
replied:  "Let's  not  kill  him  now.  We 
may  need  him  later." 

Before  long  Kotick  worked  out  a 
deal  under  which  Colby  will  help 
develop  a  new  Activision  adventure 
game,  Inside  the  CIA  by  William 
Colby.  The  game  won't  be  in  stores  for 


another  year,  but  if  it  sells  the  way 
some  of  Activision's  other  games 
have,  the  royalties  Colby  collects  will 
be  a  handsome  supplement  to  his 
government  pension. 

Forbes  readers  first  met  Bobby  Ko- 
tick ten  years  ago,  when  he  and  friend 
Howard  Marks  were  running  a  soft- 
ware company  out  of  their  University 
of  Michigan  dorm  room  (Dec.  5, 
1983).  Casino  mogul  Steve  Wynn  had 
bankrolled  the  company  after  Kotick, 
then  just  20,  finagled  a  ticket  to  a 
society  party  and  pitched  him  the  idea. 
"They  were  so  fetching,  so  cute,"  the 
52-year-old  Wynn  recalls.  "I  wanted 
them  to  be  my  sons-in-law." 

The  software  product  ultimately 
flopped,  but  Kotick,  now  30,  and 
Marks,  31,  were  not  easily  discour- 
aged. Searching  for  another  business 
opportunity,  Kotick  met  Mickey 
Schulhof,  then  head  of  strategic  plan- 
ning at  Sony  of  America  and  now 
chief  executive  of  all  Sony's  U.S.  busi- 
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TO  APPLY  CALL:  1-800 -THE- CARD. 

©1993  American  ExpressTravel  Related  Services  Company,  Inc 


We  started  back  in  1971  with  three  planes  it  fly  more  routes  each  day.  That  generates 
serving  three  Texas  cities.  In  the  short-haul     more  revenue,  so  you  can  offer  lower  fares. 


markets,  most  people  will  drive  those  dis- 
tances instead  of  fly.  A  lot  of  people  figured 
us  for  road  kill  at  the  time.  But  today  we've 
got  144  airplanes  in  34  cities. 
We  like  mavericks- people  who  have  a  sense 


We  were  interested  in  the  American  Express 
Membership  Mites™  program  because  it  gives 
us  access  to  business  travelers,  who  are  the 
bulk  of  our  customers.  And  Cardmembers  earn 
a  mile  for  every  dollar  spent.  That's  giving 


3L 


"We  Compete  More 
'ith  The  Automobile  Than  We  Do 
With  Other  Airlines" 


of  humor.  We've  always  done  it  differently.  people  something  of  value.  That's  a  lot  better 

You  know,  we  don't  assign  seats.  Used  to  be  than  getting  a  mint  when  you  walk  off  the  plane, 

we  only  had  about  four  people  on  the  whole  The  American  Express®  Card  is  welcomed 

plane,  so  the  idea  of  assigned  seats  just  made  at  airlines  all  around  the  world.  (Of  course, 

people  laugh.  Now  the  reason  is  you  can  turn  Herb's  kind  of  partial  to  his  corner  of  the  world.) 

the  airplanes  quicker  at  the  gate.  And  if  you  HERB  KELLEHER, 

can  turn  an  airplane  quicker,  you  can  have  CEO,  SOUTHWEST  AIRLINES 


UP  &  COMERS 


Activision  Inc.  Chairman  Robert  Kotick 

What  do  casino  magnate  Steve  Wynn  and  ex-CiA  chief  Bill  Colby  have  in  common? 


ness  (Forbes,  Dec.  20,  1993).  Over 
dinner  Schulhof  told  Kotick  that  Sony 
was  working  on  a  new  compact  disk- 
based  entertainment  system.  "You 
ought  to  make  the  software, "  Schul- 
hof told  Kotick. 

That  was  in  1985.  Kotick  and 
Marks  decided  the  base  of  compact 
disk  players  was  then  too  small  to 
support  a  profitable  games  business. 

But  no  sooner  did  inveterate 
networker  Kotick  pass  on  Schulhof's 
idea  than  he  met  the  chairman  of 
Commodore  International,  who  told 
him  he  was  having  trouble  marketing 
his  hardware  overseas.  Soon  Kotick 
and  Marks  started  a  little  company  to 
translate  packaging  and  user  manuals 
into  other  languages  for  clients  like 
IBM  and  Olivetti.  Again  Steve  Wynn 
backed  them,  this  time  with  happier 
results:  At  its  peak  three  years  ago, 
Kotick  and  Marks1  computer  packag- 


ing company  netted  $2  million  on 
sales  of  $12  million. 

But  Schulhof 's  advice  lingered.  So 
in  1990,  with  videogames  resurging, 
Kotick  and  Marks  got  into  the  busi- 
ness. Their  vehicle:  Activision,  Inc. 

Activision,  founded  in  1979,  was 
once  the  largest  videogame  software 
company,  cranking  out  millions  of 
copies  of  games  like  Pitfall,  River 
Raid  and  Kaboom  for  the  Atari  game 
system.  In  1983  die  company  earned 
$37  million  pretax  on  sales  of  $160 
million.  But  in  1984  Atari  crashed 
and  took  Activision  with  it.  By  1990 
Activision's  revenues  had  dropped  to 
$64  million,  the  company  was  on  the 
verge  of  insolvency,  and  the  stock  was 
trading  for  around  50  cents  a  share. 

Kotick  and  Marks  acquired  a  25% 
stake  in  Activision  for  just  $500,000; 
they  later  boosted  that  to  54%  by 
folding  in  their  computer  packaging 


business.  To  get  Activision  back  on  its 
feet  they  pushed  through  a  prepack- 
aged bankruptcy,  erasing  about  $25 
million  in  creditors'  claims. 

With  the  breathing  room  this  ma- 
neuver bought,  Kotick  and  Marks 
began  mining  Activision's  catalog  of 
old  games.  Again  they  called  on  Steve 
Wynn;  he  and  some  investors  put  up 
$5  million  for  preferred  stock  in  Acti- 
vision. Kotick  used  some  of  the  mon- 
ey to  update  Activision's  old  Zork 
computer  game:  Players  who  used  to 
travel  through  the  imaginary  empire 
of  Zork  by  typing  in  responses  to 
questions  on  their  old  monochrome 
computer  screens  can  now  see  the 
empire  come  to  life  with  sound  effects 
and  color  graphics  that  include  the 
images  of  actors  from  TV  shows  like 
Twin  Peaks  and  The  Wonder  Tears. 

Return  to  Zork  was  one  of  the  top- 
selling  CD-ROM-based  games  this  fall. 
Through  Christmas,  over  300,000 
copies  have  been  sold,  at  a  wholesale 
price  of  around  $20. 

On  Wall  Street,  Kotick  and  Marks 
can  do  no  wrong.  Activision  is  expect- 
ed to  take  in  $28  million  in  revenues 
for  the  fiscal  year  that  ends  in  March 
and  has  yet  to  post  a  profit,  but  the 
stock  has  run  from  a  dollar  a  share 
(split-adjusted)  to  14  in  the  last  year. 
At  that  price  Activision  is  valued  at 
$90  million.  Kotick  and  Marks  nowj 
control  common  and  preferred  stock 
worth  $60  million,  but  they  aren't 
letting  their  new  paper  wealth  go  to 
their  heads.  "As  optimistic  as  I  am," 
says  Kotick,  "I'm  not  sure  the  compa- 
ny is  worth  [$90  million]  right  now." 

While  Wall  Street  does  its  thing, 
Kotick  and  Marks  are  doing  theirs: 
exploiting  Activision's  momentum 
to  the  fullest.  Activision's  releases 
this  year  will  include  a  $2  million 
remake  of  Pitfall,  an  Indiana  Jones- 
like  tale  about  a  boy  searching 
through  Africa  for  a  cure  to  save  his 
dying  father.  The  creator  of  the  ani- 
mated film  PernGnlly:  The  Last 
Rainforest  is  doing  the  new  Pitfall 's 
animation.  Kotick  also  hopes  a  recent 
deal  with  two  Hollywood  producers 
will  turn  into  a  movie  based  on  the 
Pitfall  game.  And  by  next  Christmas, 
the  new  Activision/Bill  Colby  spy 
game  will  be  ready  to  ship.  If  it  sells 
well,  all  sorts  of  retired  spies  may  try 
to  license  their  names  to  Activision 
and  other  gamemakers.  HI 
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Four  hundred  of  the 
world's  most  prominent  families 
call  Fisher  Island  home. 


There  are  a  few  places  in  the 
world  where  people  can  truly  relax 
and  enjoy  a  remarkable  lifestyle. 

One  of  them  is  Fisher  Island. 

It  is  a  216-acre  sanctuary  of 
lovely  homes,  beaches  and  recre- 
ational pleasures,  providing  the 
finest  amenities  in  a  serene,  pam- 
pered environment. 

Its  seaside  residences  are  luxu- 
rious and  as  large  as  9,000  square 
feet,  with  terraces  of  an  additional 


Steven  J.  Green  and  his  wife  Dorothea  in 
their  ocean  side  residence.  Mrs.  Green  is  the 
owner  of  Heim  America  at  Fisher  Island 
Gallery,  and  Mr.  Green  is  Chairman  of 
Samsonite  Corporation,  American  Tourister. 
Culligan  International  and  McGregor 
Fashion  Group. 


5,000  square  feet  overlooking  the 
Gulf  Stream,  Biscayne  Bay 
and  the  skylines  of  Miami  and 
Miami  Beach. 

Created  by  William  K. 
Vanderbilt  II,  great  grandson  of 
American  industrialist  Commodore 
Vanderbilt,  Fisher  Island  has  been 
a  favorite  of  the  world's  important 
people  for  70  years. 

The  family's  spectacular  win- 
ter estate  included  a  dramatic 
home  by  the  ocean  filled  with 
antiques  from  one  of  Napoleon's 
palaces.  On  the  grounds, 
Vanderbilt  erected  charming 
cottages  and  guest  villas  amid 
resplendent  gardens  and  foun- 
tains. The  mansion  and  surround- 
ing structures  have  been  restored 


to  their  former  grandeur  as  The 
Fisher  Island  Club. 

In  recent  years,  impressive 
social  and  recreational  facilities 
have  been  added.  There  is  a  P.B. 
Dye  championship  golf  course;  an 
international  spa  lauded  by  Town 
& 'Country  as  one  of  the  finest  of 
the  1990s;  a  racquet  club  with 
clay,  grass  and  hard  courts;  two 
deepwater  marinas  which  host  the 
largest  yachts  in  the  world;  a  mile 
of  Atlantic  beach;  and  a  variety  of 
excellent  restaurants. 

There  are  manicured  parks  for 
afternoon  strolls;  an  island  shop- 
ping plaza  with  its  own  bank, 
post  office,  trattoria  and  dockmas- 
ter's  office;  and,  perhaps  most 
important  of  all,  an  atmosphere 
of  security  that  allows  residents  to 
lead  a  life  of  privacy  and  pleasure. 

Little  wonder,  then,  that  400 
of  the  world's  most  distinguished 
families,  hailing  from  39  countries, 
now  call  Fisher  Island  home. 

We  invite  your  inquiry. 

Residences  $800,000  - 
$6,000,000 


Unlike  any  community 
in  the  world 

Fisher  Island,  Florida  33109 
(305)  535-6071  /  (800)  624-3251 
Fax  (305)  535-6008 

Restored  Vanderbilt  Guest  Cottage 
and  Seaside  Villa  accommodations 
available  from  $425  to  $1,000  per  night. 

This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  NJREC  90/4-71 1  to  716.  Registration  does  not  constitute  an  endorsement  of  the  merits  or  value  of 
the  project.  Obtain  and  read  the  New  Jcrscs  Public  Offering  statement  before  signing  anvthing.  This  is  not  an  offering  to  anv  person  in  anv  state  where  such  an  offering  may 
nor  lawfully  be  made.  Equal  Housing  Opportunity. 


THE  1994  WINTER  GAMES 

GOLD,  SILVER, 

IBM  has  played  a  supporting  role  in  the  Olympic  Games  since  1960.  But 
this  time  it's  different.  Without  the  slightest  exaggeration,  we  can  proudly 
say  that  everything  you'll  see  at  Lillehammer- every  event,  every  arena, 
every  athlete — will  be  touched  in  some  way  by  IBM.  More  than  just  provid- 
ing hardware,  systems  software  and  support,  we  helped  plan,  design, 
integrate  and  manage  the  1994.  Olympic  Winter  Games.  IBM-based  systems 


;ronze.  and  blue 

ed  the  Norwegians  optimize  a  billion-dollar  investment 
implifying  inventory  control,  stat  gathering,  ticketing, 
;ing;  we  even  helped  create  the  first  competitive 
rican-made  bobsled  in  38  years.  All  in  all,  this  winter  in 
hammer,  nothing  will  cover  the  Games  more  thoroughly 
IBM.  With  the  possible  exception  of... the  white  stuff. 


Lillehammer'94 


Proud  Sponsor 
of  the  1994  Olympic 
Winter  Games 


Bankruptcy  has  been  very,  very  good  to  National 
Gypsum.  Not  so  to  some  of  its  junk  bond  holders. 

A  matter  of 
opinion 


By  James  R.  Norman 

Barely  six  months  after  emerging 
from  bankruptcy,  National  Gypsum 
Co.  has  bounced  back  smartly.  New 
shares  in  the  reorganized  $500  mil- 
lion (sales)  wallboard  maker,  which 
ranks  second  only  to  USG  Corp.,  are 
trading  at  34,  for  a  market  value  of 
$680  million.  That's  almost  triple  the 
$12.50  value  put  on  them  by  Dallas 
Bankruptcy  Judge  Steven 
Felsenthal  last  July.  The 
company  now  has  so  much 
cash  that  it  is  retiring  half  its 
$100  million  in  10%  senior 
notes. 

Surprising?  Not  to  a  very 
miffed  Wilbur  Ross  of 
Rothschild  Inc.,  the  invest- 
ment banker  for  the  holders 
of  $1  billion  of  defaulted 
bonds  in  the  bankruptcy. 
"Told  ya  so,"  Ross  now 
says  with  righteous  indig- 
nation. Ross  waged  a  losing 
battle  to  prove  the  compa- 
ny was  worth  far  more  than 
management  had  contend- 
ed. The  court  bought  man- 
agement's assessment,  but 
the  market  bought  Ross'. 

Because  the  judge  agreed 
with     management,  the 
company  was  able  to  stiff  HMR 
holders  of  $700  million  of 
its  $1  billion  prebankruptcy  debt. 

The  company  was  much  nicer  to 
holders  of  about  $300  million  of  se- 
nior bonds,  including  Goldman, 
Sachs  &  Co.'s  Water  Street  Corporate 
Recovery  Fund  and  Trust  Co.  of  the 
West.  The  company  issued  them  $85 
million  in  new  debt  and  68%  of  its  new 
stock.  Goldman  and  TCW,  of  course, 
got  a  w  indfall:  The  gains  on  that  stock 
since  last  Julv  amount  to  $460  mil- 


lion, which  works  out  to  $1.85  per 
dollar  of  their  original  claims  during 
bankruptcy. 

What  happened  to  the  holders  of 
the  other  $700  million  or  so  of  deben- 
tures? About  $200  million  of  that 
group  got  stock  now  worth  72  cents 
on  the  dollar  of  their  original  invest- 
ment. But  the  more  than  $500  mil- 


Wilbur  Ross  of  Rothschild  Inc. 
He  says,  peg  pay  to  predictions. 


lion  of  most-junior  debt  got  warrants 
worth  just  8  cents  on  the  dollar. 

Had  the  court  bought  Ross'  valua- 
tion, more  of  the  spoils  would  have 
gone  to  the  junior  bondholders  and 
less  to  the  senior  ones.  Not  that  the 
senior  holders  would  have  been 
gypped:  They  still  would  have  recov- 
ered a  full  100  cents  on  the  face  value 
of  their  bonds.  But  they  would  have 
lost  a  windfall. 


National  Gypsum  insists  its  lowball 
valuation  was  correct;  times  simply 
changed.  "The  last  thing  we  wanted 
was  to  stiff  the  creditors,"  says  general 
counsel  Edward  Porter.  He  says  it 
with  a  straight  face,  and  adds:  "TrueJ 
the  stock  has  taken  off.  But  it  could] 
have  gone  down." 

Martin  Bienenstock,  a  lawyer  for 
the  bondholders,  suggests  that  man- 
agement wasn't  taken  by  surprise 
when  the  market  decided  the  compa 
ny  was  worth  more  than  management 
said  it  was  worth.  Bienenstock  notes 
that  the  company  quickly  announced 
a  1 0%  price  hike  and  a  1 2%  payroll  cut 
after  emerging  from  bankruptcy. 
"Undervaluing  the  company  was 
highly  unjust,"  says  Bienenstock, 
who  tried,  but  failed,  to  get  a  trustee 
named  to  oversee  the  reorganization. 

Another  interesting  outcome  of  the 
National  Gypsum  case:  French  ce-| 
ment  giant  Lafarge  Coppee  bought 
back  a  20%  stake  in  National  Gypsum 
from  Goldman  in  Septem- 
ber at  $19  a  share,  or  $76 
million — more  than  25% 
below  the  current  market 
price.  Lafarge  owned  5 1  %  of 
the  stock  prior  to  the  bank- 
ruptcy but  disavowed  conJ 
trol — which  might  have 
made  it  liable  for  several 
billion  dollars  of  asbestos 
claims  that  have  now  been 
shed. 

A  big  winner  is  Goldman, 
Sachs,  which  bought  up  aj 
huge  position  in  National 
Gypsum's  senior  debt 
through  its  Water  Street 
Fund  before  the  bankrupt- 
cy, at  about  30  cents  on  the 
dollar.  Even  though  it  sold 
out  relatively  cheaply  to  La- 
farge, Goldman  still  seems 
to  have  more  than  tripled  its 
money  in  less  than  three 
years,  before  even  counting 
past  or  future  advisory  fees  from  Le- 
farge  or  National  Gypsum. 

Rothschild's  Ross  is  not  entirely 
bereft.  Although  he  had  to  settle  for 
20%  less  than  he  asked,  he  still  drew 
down  $1.2  million  in  fees.  Still,  he  has 
a  modest  proposal  for  paying  invest- 
ment bankers  in  hotly  contested  valu- 
ation cases:  Hold  back  a  big  chunk  of 
fees  and  peg  them  to  the  accuracy  of 
predictions.  ■ 
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AT  TOYOTA,  improving  the  quality  of  life  is  as 


SUCCESSFUL 


r  e  s  e  a  r  c 


1,  and 


important  to  us  as  improving  the  quality  of  our 


vehicles.  That's  why,  for  the  last  20  years,  we've 


been  supporting  American  community  projects 


that  are  as  diverse  and  exciting  as  the  people 


who  participate  in  them.  This  year  alone,  we're 


D  E  \T  E        0  P  E  I     investing  more  than  $12  million  in  organizations 


ranging  from  the  National  Science  Teachers 


Association  to  the  United  Negro  College  Fund 


to   educational   PBS  programming,   such  as 


HAVE        NOTHING     i     "Where  in  the  Wor,d  Is  Carmen  Sandiego?"  To 


o     do     with  ca 


r  s  . 


us,  a  successful  business  shouldn't  just  try  to  make 


a  profit,  it  should  try  to  make  a  difference  as  well. 


Investing    in    the    things    we    all    care  about. 


TOYOTA 


For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-C2,  New  York,  NY  10019. 


in  the  name  of  more  efficient  regulation,  the  Clinton  Administration 
intends  to  subject  the  banking  system  to  party  politics. 


How  to  corrupt 
banking 


BY  LAWRENCE  LINDSEY 


Lawrence  Lindsey  is  a  member 
of  the  Board  of  Governors  of 
the  Federal  Reserve  System. 


Like  most  Forbes  readers,  I  gener- 
ally believe  that  fewer  regulations  and 
fewer  regulators  are  good  for  the 
American  economy.  But  having  been 
a  regulator  for  two  years,  I  am  con- 
vinced that  the  Clinton  Administra- 
tion's new  proposal  to  consolidate  all 
banking  regulation  into  a  single  agen- 
cy will  greatly  harm  both  the  banking 
industry  and  the  economy,  and  lead 
to  an  unfortunate  politicization  of 
bank  regulatory  policy. 

If  competition  is  important  in  busi- 
ness, it's  just  as  important  for  regula- 
tors. Like  most  people,  regulators 
hate  to  admit  they're  wrong.  It  is 
much  easier  for  them  to  adhere  to  a 
fiction  of  infallibility  when  there  is  no 
basis  for  comparing  their  perfor- 
mance with  that  of  another  regulator. 
Furthermore,  the  more  differing  per- 
spectives that  are  brought  to  bear  on 
any  regulation,  the  better  the  public 
policy  result.  During  my  brief  tenure 
at  the  Board,  I  can  think  of  at  least 
three  issues — loan-to-value  require- 
ments for  mortgages,  electronic  ben- 
efit transfer  protections  and  revisions 
to  the  Community  Reinvestment 
Act — where  monopoly  regulators 
would  have  put  forward  rules  with 


significant  adverse  costs  to  literally 
millions  of  Americans. 

The  financial  services  industry  has 
already  suffered  under  a  monopoly 
regulator — the  savings  and  loan  in- 
dustry was  regulated  solely  by  the 
Federal  Home  Loan  Bank  Board. 
Hardly  a  model  we  would  want  to 
emulate  in  banking. 

The  savings  and  loan  industry  fell 
victim  to  party  politics.  So,  in  all 
likelihood,  would  banking  under  the 
Clinton  Administration's  proposal. 
Under  it  the  President  would  appoint 
four  of  the  five  members  of  the  new 
banking  board.  Subsequent  Presi- 
dents would  appoint  two  of  the  five 
members  upon  taking  office  and  ulti- 
mately gain  control  of  the  board  with 
the  appointment  of  a  third  member 
roughly  one  year  into  their  terms. 

I  seriously  doubt  that  a  bank  regu- 
latory board  composed  of  short-term 
presidential  appointees  could  meet 
anyone's  concept  of  true  political 
independence. 

This  should  scare  everyone,  regard- 
less of  party  affiliation.  The  political 
imperatives  of  the  moment  would 
determine  the  mission  of  the  regula- 
tory board,  just  as  the  need  to  first 
save,  then  resolve,  the  savings  and 
loan  industry  determined  the  disas- 
trous course  of  that  crisis.  New 
Charles  Keatings  will  arise  to  corrupt 
the  regulator}'  process. 

From  a  policy  perspective  the  most 
unfortunate  aspect  of  politically  influ- 
enced regulations  is  that  policies  tend 
to  run  "hot  and  cold,"  rather  than 
maintain  long-term  predictability. 
The  perfectly  predictable  result:  fi- 
nancial booms  followed  by  credit 
crunches.  Enforcement  in  areas  such 
as  consumer  protection  and  fair  lend- 
ing would  also  become  cyclical.  Nei- 


ther the  economy,  nor  banks,  nor 
even  the  victims  of  unfair  lending 
practices  will  be  better  off  from 
boom-bust  regulatory  policies. 

Unfortunately,  the  Administration 
has  chosen  to  characterize  the  Federal 
Reserve's  opposition  to  the  proposed 
banking  regulation  bill  as  a  war  overt 
"turf,"  rather  than  opposition  on 
principle  to  regulator)'  monopoly. 
But  a  simple  test  shows  the  Adminis- 
tration is  misrepresenting  the  Fed's 
position.  If  the  Administration  simply 
wants  an  independent  monopoly  reg- 
ulator with  proven  competence,  why 
not  let  the  Federal  Reserve  do  it?  Our 
political  independence  is  well  estab- 
lished, and  a  recent  House  Banking 
Committee  staff  study  showed  that 
the  Fed  demonstrated  its  competence 
as  a  banking  regulator  during  the 
recent  banking  crisis.  According  to 
the  committee  staff,  during  the  so- 
called  banking  crisis,  the  Fed's  banks 
were  the  only  ones  to  pay  more  premi- 
ums into  the  bank  insurance  fund 
from  January  1986  through  June 
1991  than  they  received  from  the 
fund.  Banks  controlled  by  the  Office 
of  the  Comptroller  of  the  Currency 
and  by  the  Federal  Deposit  Insurance 
Corp.  accounted  for  not  only  the 
fund's  $12.4  billion  in  losses  but  the 
net  contributions  from  the  Fed's 
banks  as  well. 

But  even  if  we  at  the  Fed  were 
offered  the  role  of  monopoly  regula- 
tor of  the  banking  system,  the  posi- 
tion of  the  Board  of  Governors  would 
remain  what  it  is:  We  would  rather 
maintain  two  or  more  regulatory  bod- 
ies than  be  the  sole  regulator.  In 
short,  the  Fed  gladly  puts  its  belief  in 
avoiding  regulator)'  monopoly  ahead 
of  any  desire  to  grab  turf.  Monopoly 
regulation  is  a  bad  idea.  Period.  Hi 
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Every  company  we  invest  in  has 

two  things  in  common: 
hard  work  and  high  standards' 

e  truth  is  that  a  mutual  fund's  performance  will  only  be  as  good  as  the  companies  making  up 
portfolio.  We  believe  the  key  to  success  is  to  invest  in  a  mutual  fund  which  owns  companies  whose  hard 
rk  produces  a  stream  of  growing  earnings. 

r  performance  pays  off  with  high  marks.  The  Fortune®  1994  Investors'  Guide  reported  the  annual  rate 
'eturn  of  both  growth  and  growth  and  income  funds,  after  any  sales  loads  and  taxes,*  for  the  three-year  period 
ling  August  31. 1993.  The  Berger  100  Fund,  with  a  32.7%  rate  of  return,  ranked  second  out  of  193  growth  funds, 
1  the  Berger  101  Fund,  with  a  23.3%  return,  ranked  first  out  of  114  growth  and  income  funds.  Naturally,  past 
Tormance  shows  the  funds'  history  and  does  not  guarantee  future  results. 

)ur  thinking  complements  your  own,  the  next  step  is  to  see  which 
rger  Fund  is  right  for  you. 


ANNUALIZED  PERFORMANCE 


rger  100 
1  1 


rger  101 
Fund 


1  Year 

3  Years 

5  Years 

10  Years 

15  Years 

19  Years** 

41.0% 

40.3% 

27.6% 

13.4% 

16.4% 

16.2% 

1  Year 

3  Years 

5  Years 

10  Years 

15  Years 

19  Years** 

26.5% 

29.4% 

16.6% 

12.6% 

13.2% 

14.3% 

Bill  Berger 
has  33  years 
of  experience 
managing 
mutual 
funds. 


;e:  Upper  Analytical  Services,  Inc. 

e  Berger  100  is  a  growth  fund  and  offers  an  ideal  vehicle  to  invest 
vhat  we  think  are  the  best  of  the  current  faster-growing  companies. 

e  Berger  101  is  a  growth  and  income  fund  which  tends  to  own 
°er  companies  whose  growth  is  often  confirmed  by  a  record 
)aying  dividends. 

u  can  open  an  account  with  as  little  as  $250. 

it  takes  to  add  to  an  existing  account  is  $50.  If  you  prefer, 
i  can  even  choose  an  automatic  monthly  investment  plan 
n  as  little  as  $50  a  month).  Of  course,  periodic  investment 
ns  do  not  assure  a  profit  and  do  not  protect  against  loss 
leclining  markets. 

Please  call  (800)  333-1001 

for  a  prospectus  containing  more 
complete  information  including 
management  fees,  charges  and  expenses. 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains. 


figures  include  changes  in  share  price  and  reinvestment  of  dividends 
capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be 
th  more  or  less  than  their  original  cost.  The  figures  include  the  deduction  of 
i-1  fees  beginning  in  June,  1990.  'Annual  rates  of  return  were  calculated  by 
ningstar  in  each  category,  net  of  taxes,  assuming  a  28%  rate  on  capital  gains 
I  income  distributions.  **Berger  Associates  assumed  management  of  the  funds 
3/74.  Source:  Lipper  Analytical  Services,  Inc. 
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Can  a  business  whose  goals  are  ideological  be 
successful?  Andrea  Millen  Rich  shows  it  can  be  done. 

"Our  customers 
are  weird" 


By  Peter  Brimelow 

Just  about  every  other  day  in  Ameri- 
ca someone  buys  a  mail-order  $49.95 
hardcover  copy  of  Ludvvig  von  Mises' 
1949  masterwork  Human  Action — 
the  famous  but  forbidding  900-page 
Treatise  on  [free-market]  Economics 
that  even  its  admirers  admit  is  written 
in  a  language  stolidly  planted  between 
English  and  its  author's  German 
mother  tongue. 

You  can  buy  Human  Action  easily 
through  the  mail  because  of  a  hard- 
driving  businesswoman  who  de- 
scribes herself  as  an  idealist  and  an 
"ideologue1':  Andrea  Millen  Rich, 
head  of  San  Francisco- based  mail- 
order outfit  Laissez  Faire  Books. 

Rich  markets  some  1,500  titles  on 
assorted  free  market  and  libertarian 
themes  via  catalog  and  24-hour  toll- 
free  phone  (800-326-0996).  The  re- 
cent buzz  in  the  book  business  has 
been  about  superstores.  But  Rich  is 
proving  that  newfangled  technology 
and  old-fashioned  knowing  your  cus- 
tomer makes  possible  the  profitable 
penetration  even  of  small  ($1.3  mil- 
lion annual  volume)  niches. 

Politically,  former  TV  producer 
Rich  began  as  a  fan  of  Ayn  Rand,  the 
atheist,  precapitalist  novelist  and  phi- 
losopher. Rand's  still  a  significant  fac- 
tor in  Laissez  Faire's  volume.  Equally 
defining  the  Laissez  Faire  customer  is 
an  interest  in  economics  revolving 
around  three  free  market  classics  that 
are  among  Laissez  Faire's  perennial 
sellers:  von  Mises'  Human  Action; 
Henry  Hazlitt's  1946  Economics  in 
One  Lesson  (2,700  a  year);  Friedrich 
Hayek's  1944  Road  to  Serfdom 
(Forbes,  Jan.  17),  which  sells  1,300 
copies  a  year. 

One  reason  Laissez  Faire  answers 
its  own  800  lines,  unlike  many  mail- 


La  issez  Faire  Books'  Andrea  Millen  Rich 
Filling  a  niche. 


order  operations,  is  to  keep  better 
tabs  on  its  readers'  reactions. 

Commercially,  Laissez  Faire's  main 
weapon  is  its  monthly  catalog,  mailed 
to  a  carefully  combed  list  of  over 
40,000  regular  book  buyers.  Laissez 
Faire  buys  the  books  it  markets,  un- 
like retail  bookstores,  which  in  effect 
borrow  them  from  the  publisher  on  a 
sale-or-return  basis.  Upside:  Publish- 
ers are  relieved  of  risk.  Downside: 
the  bone-crunching  discounts  Rich 
demands — ruffling  to  those  publish- 
ers not  yet  awake  to  the  direct  mail 
revolution. 

Critics  argue  that  Laissez  Faire 
drains  sales,  reducing  a  book's  expo- 
sure to  bookstores  and  thus  its 
chances  of  impulse  purchases  that 
might  lead  to  word-of- mouth  lift-off. 
Rich  naturally  dismisses  this.  She  says 
Laissez  Faire  can  guarantee  to  authors 
that  their  personal  following  will  be 
delivered.  That's  particularly  impor- 
tant for  certain  controversial  writers, 
because  their  books  have  a  funny  hab- 
it of  being  buried  by  the  politically 
correct  bookstore  proletariat. 

"I  can  announce  a  new  book  bv 


[Forbes  columnist  and  Hoover  Insti 
tution  economist]  Tom  Sowell  with- 
out even  saying  what  it's  about  and 
I'll  get  orders  from  our  list,"  she 
marvels.  She  is  already  planning  a  big) 
promotion  geared  to  the  publication) 
of  his  long-awaited  major  work  Race 
and  Culture,  scheduled  for  this  fall. 

Rich  is  slowly  moving  into  publish- 
ing directly — a  return  to  what  book- 
sellers did  in  the  18th  century.  She 
began  in  1990  with  a  $21.95  paper- 
back version  of  Human  Action 
(which  has  taken  total  sales  oveil 
1,000  a  year).  She  is  also  reprinting 
libertarian  authors  like  Albert  Jay 
Nock  and  Lysander  Spooner,  whose 
work  is  now  in  the  public  domain. 

Although  Laissez  Faire  Books 
shows  an  annual  surplus,  it  has  a 
nonprofit  legal  structure.  In  the  last 
few  years  it  has  assembled  and  donat- 
ed "a  million  dollars'  worth"  of  free- 
market  books  to  Eastern  Europe.  As  at 
matter  of  principle,  Rich  insisted  they 
be  sold  and  the  proceeds  used  toi 
benefit  the  sponsoring  local  free-mar- 
ket group  rather  than  just  given  awayj 
She  says  this  has  indeed  kick-started 
some  effective  allies.  ("We  have  a  reaj 
hotshot  in  Romania  now.") 

"Our  customers  are  weird,"  say 
Rich  fondly.  Case  in  point:  notably 
few  bad  debts.  (And,  even  more  curi^ 
ous  for  a  group  supposedly  keen  on) 
modernity  and  change,  a  technopho- 
bic  preference  for  paying  by  check 
rather  than  credit  card.)  The  Clinton 
presidency  has  been  good  for  the| 
business — revenues  rose  15%  in  1993 

Emerging  trends  Rich  detects:  in 
terest  in  education,  particularly  high 
er  education,  moving  books  like  My- 
ron Lieberman's  Public  Education. 
An  Autopsy  and  Dinesh  D'Souza's 
Illiberal  Education.  And  in  free-mar- 
ket environmental  ideas — like  Ronald 
Bailey's  Eco-Scam:  The  False  Prophet! 
of  Ecological  Apocalypse  and  Terry  An- 
derson and  Donald  Leal's  Free  Mar- 
ket En  viron  men  talism . 

Rich  estimates  the  total  U.S.  com- 
munity of  book-buying  libertarians  at 
about  100,000.  She  figures  her  mar- 
ket is  close  to  saturated.  But  recently 
Laissez  Faire  began  advertising  on  the 
Rush  Limbaugh  radio  show,  pushing 
Patient  Power,  a  pocket-size  version 
of  John  Goodman  and  Gerald  Mus- 
grave's  free-market  alternative  to  the 
Clinton  health  plan.  M 
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es  Saint  Laurent  uncorked  a  legal  battle— 
d  a  marketing  windfall— with  the  rollout  of 
i  new  Champagne  perfume. 

Champagne 
s  a  drink, 
lot  a  smell!55 

man  who  would  put  the  name 
irnpagne  on  anything  besides  a 
:le  of  Champagne — such  a  man  to 
is  worse  than  Saddam  Hussein!" 
.ide  Taittinger,  head  of  his  family's 
tigious  Champagne  dynasty,  was 
lly  agitated.  Yves  Saint  Laurent, 
wispy,  neurasthenic  designer, 
-upped  the  Butcher  of  Baghdad 
n  he  launched  his  Champagne 
lime  last  September.  It  hit  Paris 
a  nectarine-scented  Scud  missile, 
aittinger  was  not  the  only  one 
•aged.  France's  bubbly  makers 
fged  ysl  through  the  courts,  argu- 
that  Champagne  is  protected  un- 
French  trademark  law  as  an  "ap- 
ition  d'origine  controlee" — liter- 
a  registered  designation  of 
in.  The  perfume  wasn't  made  in 
mpagne.  It  couldn't  therefore  be 
mpagne. 

!L  lost  in  court  but  won  at  the 
k.  The  loss  of  its  appeal  on  Dec.  15 
•rised  almost  no  one,  but  YSL  is 
eling  all  the  way  to  the  bank.  In  a 
book  succes  de  scandale,  Cham- 
ne — the  perfume — emerged  from 
istmas  as  perhaps  the  most 
essful  launch  ever. 
1  its  first  three  months  Elf  Sanofi, 
French  health  care  company  that 
ght  Yves  Saint  Laurent  last  year, 

close  to  3  million  bottles  of  the 
y  scent  in  Europe,  Africa  and  the 
die  East.  That's  worth  roughly 

million.  Those  revenues  easily 
rfed  ysl's  hefty  SI 7  million  mar- 
ng  budget  and  other  costs,  mak- 

Champagne  profitable  its  first 

out.  That's  almost  unheard  of  for 


new  perfumes,  which  usually  require 
such  large  upfront  marketing  outlays 
that  they  almost  always  run  in  the  red 
for  the  first  year. 

On  midnight,  Dec.  30,  Sanofi  had 
to  stop  using  the  name  in  France,  but 
it  still  markets  the  perfume,  and  re- 
tains the  intricate  metal  and  glass 
bottle  in  the  shape  of  a  champagne 
cork.  From  now  on  the  French  will 
know  the  scent  only  as  Yves  Saint 
Laurent.  Sanofi  plans  to  fight  on  in 
Britain  and  Germany,  where  the 
Champagne  growers  have  launched 
similar  lawsuits.  But  few  people  ex- 
pect ysl's  legal  Maginot  Line  to  hold 
there,  either. 

The  U.S.?  That's  the  real  prize. 
Champagne  will  make  its  debut  here 
next  June.  U.S.  law  doesn't  recognize 
trademarks  for  wine-growing  regions 
like  Champagne  and  Bordeaux,  the 


Yves  Saint  Laurent's  Champagne  perfume 


It  made  history,  now  it  is  history. 


way  the  French  do.  California  bubbly 
producers  have  no  problem  with  call- 
ing their  product  champagne. 

The  Sanofi  people  claim  that  the 
idea  for  both  the  perfume  and  the 
name  sprang  full  blown  from  the 
mind  of  Yves  Saint  Laurent.  Maybe, 
but  the  marketers  at  Yves  Saint  Lau- 
rent knew  they  might  lose  the  right  to 
use  the  name  in  France.  It  was  the 
U.S.  they  were  after.  "We  needed  a 
huge  success  in  the  U.S.,  and  we  all 
knew  that  the  name  Champagne 
could  be  perceived  as  provocative 
during  a  recession.  If  you  don't  sell 
immediately  in  the  U.S.,  they  throw 
you  out,"  says  a  marketer  who 
worked  on  the  Champagne  launch. 

Even  the  smell  was  formulated  with 
the  U.S.  in  mind.  With  its  nectarine 
top  notes,  blue  rose,  rose  attar  and 
lychee  heart  notes  and  a  base  of  pa- 
tchouli, vetiver  and  oakmoss  echoes, 
Champagne  is  a  va-va-voom  blend 
that  can  clear  an  elevator  quick. 
Americans  seem  to  like  that.  "The 
rule  of  thumb  is,  in  the  U.S.  people 
wear  a  fragrance  so  everyone  else  can 
smell  it,"  says  the  YSL  marketer  who 
worked  on  the  project.  "In  Europe, 
it's  for  you  and  your  lover." 

Yves  Saint  Laurent  does  need  a  big 
success  here — badly,  ysl's  Opium  fra- 
grance still  does  well,  with  estimated 
sales  of  some  $28  million  here,  but 
Opium  is  a  bit  long  in  the  tooth — it 
was  launched  in  1977.  ysl's  Paris — 
which  also  caused  a  fracas  in  1983 
when  the  city  fathers  took  umbrage — 
is  a  huge  seller  in  Europe,  but  it's  a 
flop  here.  In  all,  YSL  probably  loses 
about  $5  million  a  year  on  its  per- 
fumes in  the  U.S. 

Who  knows?  Loss  of  the  Cham- 
pagne name  in  France  and  probably 
other  European  countries  could  actu- 
ally be  a  blessing  disguised  as  a  catas- 
trophe for  Sanofi,  giving  both  the 
Champagne  and  Yves  Saint  Laurent 
perfumes  added  cachet  with  tourists 
from  whichever  side  of  the  Atlantic 
can't  get  one  or  the  other.  The  law- 
suits will  generate  a  steady  buzz  of 
publicity  that  Sanofi  couldn't  buy. 

Still,  many  Frenchmen  believe  that 
justice  and  the  national  honor  have 
both  been  served.  "Champagne  is  a 
drink,  not  a  smell!"  harrumphed  a 
Paris  taxi  driver  shortly  after  the  ver- 
dict was  announced.  "No  one  wants 
Yves  Saint  Laurent  to  cheat. "-J. I  91 
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At  Pfizer  we  believe  that  there 

are  no  incurable  diseases. 
)nly  diseases  that  have  not  been  cured. 


Discovering  medicines  to  treat  diseases  is 
ur  top  priority.  This  year  alone,  Pfizer  will  spend  almost  $1  billion  on  research  and  development.  In 
act,  we  consistently  invest  a  much  higher  percent  of  sales  than  companies  in  almost  every  other 
stablished  industry.  That's  because  we  believe  innovation  in  our  business  can  do  even  more  than  treat 
iseases.  It  can  help  find  cures  that  put  an  end  to  them  forever.  WE'RE   PART   OF   THE  CURE. 


Christmas  came  early  to  the  Dixon  household, 
The  FCC  put  a  $270  million  license 
in  their  stocking. 

Dear  Santa 


By  Gary  Samuels 


Ah,  entrepreneurship!  With  pluck 
and  luck — and  a  windfall  from  the 
Federal  Communications  Commis- 
sion— anyone  can  be  a  success. 

For  the  Dixon  family  of  Colorado 
Springs,  Colo. — Robert,  son  David, 
son-in-law  Jeffrey  Vanderpool — the 
windfall  is  a  cellular  license.  Together 
with  their  business  partner,  Douglas 
Smith,  the  Dixons  are  among  the 
principal  owners  of  a  little  engineer- 
ing firm  called  Omnipoint.  In  a  freak 
decision  on  Dec.  23,  the  FCC  handed 
Omnipoint  a  license  for  30  megahertz 
of  spectrum  in  New  York  and  vicinity. 

What's  that  license  worth?  Folks  at 
AT&T  and  Bell  Atlantic  are  saying  that 
the  license  could  be  equivalent  in 
value  to  an  existing  cellular  license — 
that's  maybe  $30  per  resident  in  the 
licensed  territory.  That  would  come 
to  $810  million  for  metropolitan 
New  York.  At  a  very  conservative 
$10  a  pop,  Omnipoint's  Christmas 
present  is  worth  $270  million. 

Wnat  did  Omnipoint  pay  for  this 
license?  Nothing  directly,  although  it 
spent  money  on  engineering  and  fea- 
sibility studies.  The  Clinton  Adminis- 
tration plans  to  auction  off  most  of 
the  newly  available  cellular  spectrum 
to  high  bidders,  beginning  later 
this  year,  but  it  handed  out  three 
"pioneer"  licenses  for  free  in  the  Dec. 
23  decision,  selecting  winners  more 
or  less  arbitrarily  from  among  over  a 


hundred  hungry  applicants.  Besides 
Omnipoint,  the  awards  went  to 
American  Personal  Communications, 
for  Washington,  D.C.  and  Baltimore, 
and  Cox  Enterprises,  for  San  Diego 
and  Los  Angeles. 

The  spectrum  auctions  are  sup- 
posed to  bring  in  $10  billion  in  reve- 
nue for  the  government.  But  it  now 
appears  that  30  megahertz  in  every 
city  may  be  set  aside  in  restricted 
auctions  for  worthy  applicants  owned 
by  minorities  and  women. 

Omnipoint's  inspiring  tale  of  en- 
trepreneurship begins  in  the  early 
1980s,  when  Robert  Dixon,  now  62, 
started  a  company  to  popularize  the 
defense  technology  he'd  spent  his 
career  working  on — a  technology 
called  spread  spectrum. 

Spread  spectrum  is  a  type  of  radio 
transmission.  In  one  variety,  a  signal 
hops  around  different  spots  on  the 
frequency  dial.  In  another,  many  si- 
multaneous transmissions  are  spread 
over  a  wide  swath  of  bandwidth  in  a 
complex  coding  scheme.  The  militarv 
has  been  using  this  technology  since 
the  1950s  as  a  way  to  thwart  jamming 
by  the  enemy.  The  concept  itself 
dates  back  to  Hollywood  in  1940, 
when  silver  screen  sex  kitten  Hedy 
Lamarr  apparently  conceived  the  idea 
with  a  composer  friend  (Forbes,  May 
14,  1990). 

Dixon,  now  Omnipoint's  chief  sci- 


entist, mortgaged  his  home  to  sup 
port  his  research,  and  flew  to  Wash- 
ington for  a  week  each  semester  tc 
make  some  pocket  money  teaching  ± 
seminar  at  George  Washington  Uni 
versity.  As  late  as  1989  David  Dixor 
and  Jeff  Vanderpool,  both  now  ii] 
their  mid -30s,  were  delivering  pizza; 
to  help  make  ends  meet.  In  1986  tht 
Dixons  were  joined  by  Dougla: 
Smith,  now  40,  then  a  struggling 
electronic  information  publisher  ir 
Boston,  who  also  lured  several  de 
fense  electronics  experts  to  the  staff. 

Omnipoint  had  various  schemes  tc 
transmit  voice,  data  and  video  using 
spread  spectrum  radios.  Most  oi 
these  never  achieved  commercial  suc- 
cess, and  the  company  struggled  fi- 
nancially. But  the  technology  was 
gaining  legitimacy.  Qualcomm  api 
plied  the  technology  to  cellulai 
phone  networks  to  expand  the  num- 
ber of  calls  they  could  handle.  Geotel* 
Industries  used  a  form  of  spread  spec- 
trum developed  by  the  Israeli  military 
to  cram  more  conversations  on  a  taxi- 
dispatch  radio  channel. 

In  short,  Omnipoint  was  ontc 
something  promising,  but  so  wertt 
other  firms. 

The  federal  regulators,  meanwhile 
were  making  plans  to  open  up  som« 
high-frequency  spectrum  to  a  ne\q 
kind  of  phone  system  called  "'person- 
al communications  systems."  It': 
really  a  misnomer,  since  there  is  noth- 
ing particularly  personal  about  it.  It': 
just  another  band  of  frequencies  sei 
aside  for  cellular  phone  traffic. 

In  1992  Omnipoint  won  a  tempo 
ran'  license  to  try  out  its  technologie: 
in  northern  New  Jersey.  Tentative 
though  it  was,  such  recognition  bj 
the  U.S.  government  helped  Omni 
point's  insiders  raise  most  of  theii 
$30  million  in  outside  venture  capita 
while  giving  up  less  than  half  the 
company. 

"It's  been  one  cliffhanger  after  an 
other,"  says  Omnipoint  President 
Smith.  "It  took  an  immense  amoum 
of  sacrifice  and  effort  to  get  here." 

And  an  early  visit  from  Santa.  I 
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Silicon  Graphics  overambitious  in  aiming  its 
gineering  equipment  at  the  home  market? 
does  it  have  no  choice? 

rhe  world  is  3-D 


Julie  Pitta 

icon  Graphics,  Inc.  is  making  a 
:  living  selling  hardware  and  soft- 
e  in  its  fairly  narrow  niche — three- 
lensional  visualization  computers 

scientists  and  engineers.  James 
rk,  the  founder  and  chairman  of 
12 -year-old,  Mountain  View, 
if.  outfit,  isn't  content  selling  to 
jneers.  He  wants  to  sell  into  the 
is  market — innards  for  powerful 
^ogames,  supercomputers  to  sit  on 

of  television  sets.  "Since  the 
•Id  is  three  dimensional,  I've  never 


considered  3-D  an  especially  small 
niche, "  Clark  says,  explaining  his  am- 
bitions to  extend  his  markets. 

A  few  years  ago  the  idea  of  expand- 
ing graphics  workstations  into  the 
home  market  would  have  seemed  as 
absurd  as  Westinghouse  selling  desk- 
top nuclear  power  plants  for  the  home 
market.  But  supercomputers  in  the 
home  is  no  longer  an  outlandish  idea. 
Compressing  and  decompressing  vid- 
eo images  so  that  they  can  squeeze 
onto  the  coming  information  high- 


way will  someday  require  special-pur- 
pose computers  that  can  do  the  equiv- 
alent of  hundreds  of  millions,  or  per- 
haps even  billions,  of  calculations  per 
second. 

When  that  happens,  every  home 
will  need  the  equivalent  of  a  super- 
computer. The  only  question  is 
whether  Silicon  Graphics  can  grab 
this  business  before  some  consumer 
electronics  company  like  Sony  does. 

For  now,  the  niche  that  Clark's 
company  inhabits  is  a  very  lucrative 
one.  Selling  graphics  systems  to  tech- 
nological sophisticates  like  drug  de- 
signers and  Hollywood  special  effects 
creators,  Silicon  Graphics  netted 
$95.2  million  on  revenue  of  $1.1 
billion  in  the  year  that  ended  last 
June,  and  Value  Line  projects  that  it 
will  net  $120  million  on  sales  of  $1.4 
billion  in  the  current  fiscal^year. 

Silicon  Graphics'  gross  profit  mar- 
gin in  fiscal  1993  was  53%.  That 
compares  with  42%  for  Sun  Microsys- 
tems, the  leading  manufacturer  of 


Silicon  Graphics 
Chief  Executive 
Edward 
McCracken 
"There  were 
a  substantial 
number  of 
people  here  who 
thought  it  was 
crass  to  take 
technology  to 
the  masses." 
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Sprint 


Can  you  recognize  this  individual? 
We  can. 

That's  because  Sprint  is  introducing 
their  new  voice  recognition  technology: 
a  voice  activated  FONCARD.™  A 
system  specially  designed  to  make 
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CALL  HOME 
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life  easier  for  the  VIP  on  the  go  as 
well  as  the  MVP  on  the  run. 

With  it,  key  players  can  use  their 
voices  not  only  for  identification,  but 
as  a  way  to  virtually  "dial"  any  ten 
phone  numbers  of  their  choice.  Just  by 
voicing  an  audible  when  they  are  on 
the  line.  And  that  means  ten  less  num- 
bers to  remember. 

The  voice  activated  FONCARD  is 
part  of  the  Sprint  Priority  Gold  pack- 
age which  also  features  other  services 
that  will  enhance  your  record  on  the 
road-even  if  you  aren 't  a  quarterback 
like  Steve  Young. 

The  Sprint  Priority  Gold  package: 
special  recognition  for  special  people. 
For  yours,  call  1-800-597-5000. 


Sprint 

--— —  Sprint. 

[priority! 

VOICEACTIVATED 
FONCARD 

1    G    0    L  D 

Sprint  Priority  Gottf" 
C/VV.l  Spnnt  Communications  Company  L  P 
Certain  restrictions  may  apply 


COMPUTERS/COMMUNICATIONS 


Design  tools  for 
engineers  and 
architects 
Soon  to 
come  to  your 
living  room. 


general-purpose  workstations.  (Like 
Sun,  Silicon  spends  a  large  part  of  its 
research  budget  designing  chips,  but 
it  farms  all  chip  manufacture  out  to 
other  firms.) 

With  great  fanfare,  Clark  an- 
nounced two  ventures  last  year  that 
will  put  him  closer  to  the  mass  market 
for  what  he  likes  to  call  "visual  com- 
puting. "  One  is  a  plan  to  install  Sili- 
con Graphics-designed  set-top  boxes 
in  4,000  homes  in  Orlando,  Fla. 
These  gadgets,  linked  to  a  central 
Silicon  Graphics  server,  will  enable 
cable  operator  Time  Warner  to  set  up 
an  interactive  cable  television  system. 

In  the  other  venture  Silicon  Graph- 
ics teams  up  with  Nintendo  to  devel- 
op a  64- bit  videogame  player  that  is 
supposed  to  be  on  retailer  shelves  by 
the  end  of  next  year.  Objective:  Cram 
the  computing  power  now  found  in 
Silicon's  low-end  Indy  workstation — 
a  $5,000  engineering  tool  that  can 
execute  85  million  instructions  per 
second — into  a  toy  that  will  sell  for 
only  $250. 

Even  in  Silicon  Valley,  where  a 
doubling  of  the  performance-to-price 
ratio  every  year  or  two  is  taken  for 
granted ,  the  videogame  goal  is  rather 


ambitious.  Silicon  Graphics'  detrac- 
tors talk  of  a  lack  of  focus.  Clark  says 
the  critics  don't  know  what  they  are 
talking  about.  "What  appears  to  be  a 
de-focusing  is  in  reality  a  synergy  with 
other  markets,"  Clark  explains. 
"While  it's  a  totally  different  market, 
the  technology  still  applies." 

The  key  technology  in  question  is 
the  ability  to  design  specialized  mi- 
croprocessor chips  that  calculate  the 
geometry  of  light  reflected  off  mov- 
ing and  rotating  shapes.  Clark  started 
designing  these  chips  and  the  mathe- 
matical algorithms  that  power  them 
15  years  ago,  when  he  was  an  associate 
professor  in  Stanford  University's 
electrical  engineering  department. 

Clark  wasted  a  few  years  trying  to 
interest  big  computer  companies  in 
the  technology.  Failing,  he  raised 
venture  capital  on  his  own,  snatched 
some  of  his  former  graduate  students 
and  started  his  company.  Now  he's 
sitting  on  1.3%  of  the  stock,  worth 
$42  million. 

In  the  beginning  Silicon  Graphics 
customers  were  a  lot  like  Clark  and  his 
students.  "Our  first  customers  were 
research-oriented  people,"  says  Vice 
President  Michael  Ramsay.  "We  used 
to  know  them  all  personally." 

Typical  customers  are  the  medical 
researchers  who  use  Silicon  Graphics 
workstations  to  analyze  gene  se- 
quences or  the  engineers  at  Ford  Mo- 
tor who  crash-test  new  cars  before 
they  are  ever  taken  from  the  factory 
floor  out  onto  the  road.  The  first 
Silicon  workstations  were  mere  termi- 
nals hooked  up  to  supercomputers, 
giving  the  engineer  a  picture  of  the 
calculations  being  performed  by  the 


more  powerful  machine. 

By  1986  a  $75,000  Silicon  Graph- 
ics workstation  could  itself  crunch 
numbers  as  quickly  as  an  $8  million 
Cray  supercomputer  of  a  decade  be- 
fore. Nowadays  few  Silicon  machines 
are  tethered  to  general-purpose  su- 
percomputers like  Crays.  Just  show- 
ing moving  objects  turns  out  to  be  aj 
supercomputing  task  of  a  sort.  The 
biggest  Silicon  computers,  costing  up 
to  $800,000,  have  been  used  to  creatd 
fantastic  images  for  feature  films,  in- 
cluding Jurassic  Park  and  Aladdin. 
This  work  demands  100  million  to  1 
billion  calculations  per  second. 

Products  like  videogame  players 
and  converter  boxes  take  Silicon) 
Graphics  far  from  these  roots.  But) 
Clark  sees  the  re-aiming  of  his  compa- 
ny as  a  matter  of  survival.  Sit  still  in  any 
computer  market  and  a  sudden  shift 
in  technology  will  sooner  or  later  da 
you  in.  Apple  Computer  thought  it 
had  a  unique  technology  in  its  graphi- 
cal interface,  but  before  long  Win- 
dows running  on  IBM  clones  offered 
the  same  thing  for  less.  Computervi- 
sion  and  Daisy  Systems  once  had  lu- 
crative businesses  similar  to  Silicon 
Graphics',  supplying  special-purpose 
hardware/software  combinations  foe 
three-dimensional  design.  Then  pure 
software  firms,  notably  Parametric 
Technology,  killed  their  profits. 

Contemplating  such  disasters^ 
Clark  has  chosen  to  put  day-to-day 
operation  of  his  company  in  the  hands 
of  Edward  McCracken,  a  former 
Hewlett-Packard  executive  whd 
joined  Silicon  Graphics  in  1984.  That] 
lets  Clark  fill  a  role  as  a  full-time 
visionary.  If  this  sounds  a  little  like 
John  Sculley  during  his  final  days  all 
Apple,  note  that  there  is  a  big  differ- 
ence: Apple  has  been  floundering 
lately,  while  Clark's  firm  is  still  dealing 
from  strength. 

Clark  spends  some  of  his  "vision" 
time  calling  on  cable,  entertainment 
and  consumer  electronics  executives. 
Silicon  Graphics'  high  profile  in  Hol- 
lywood meant  that  Clark  needed  no 
introduction  when  he  began  calling 
on  companies  like  Nintendo  and 
Time  Warner. 

Clark  has  the  partners.  He  has  the 
customers — people  want  choice  on 
their  television  screens  and  realism  in 
their  video  games.  Now  all  he  needs  is 
to  deliver  the  technology.  ■ 
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MMENTARY  BY  RICHARD  A.  SHAFFER 


ard  A.  Shaffer  is  founder  of  Technologic 
lers,  a  technology  consulting 
}any  in  New  York  City,  and  publisher  of 
mologic  Computer  Letter. 


LOOK  BACK  on  the  hits  and  misses 
his  column  over  the  past  year,  two 
3ns  stand  out.  First,  it's  often  more 
lortant  to  be  right  about  sectors  of 
computer  industry  than  to  be  right 
ut  individual  companies.  Second, 
*e  is  no  company  so  excellent  but 
:  paying  too  much  for  the  stock  will 
1  it  into  a  bad  investment. 
4y  primary  mission  is  not  to  rec- 
mend  stocks.  Rather,  I  aim  to 
itify  long-term  trends  in  comput 
md  communications  technology, 
the  advantage,  one  hopes,  of  a 
er  audience — computer  users  and 
astry  executives  as  well  as  inves- 
i.  But  the  editor  has  asked  me  to 
dw  up  on  publicly  held  companies 
itioned  here.  Fair  enough. 
)n  the  whole  my  favored  compa- 
;  did  passably  well  in  the  stock 
ket.  In  the  course  of  a  dozen  coi- 
ls, I  mentioned  19  public  compa- 

in  a  favorable  context,  2  of  them 
:e.  Had  you  invested  $1 ,000  in  each 
hose  companies  when  mentioned, 
would  have  spent  $2 1 ,2 1 0  ( includ- 
1%  for  commissions)  on  a  portfolio 
,  by  the  end  of  last  year,  would  have 
n  worth  $26,400.  The  gain  is  well 
id  of  the  market  averages, 
.ut  within  this  profitable  portfolio 
e  some  real  disasters.  The  biggest: 
thsoft,  which  publishes  software 
:  solves  equations  and  performs 


other  technical  feats.  I  cited  that  com- 
pany in  a  column  last  March  about 
how  small  software  companies  can 
and  do  compete  with  giant  Microsoft. 

I  still  consider  Mathsoft's  products 
excellent,  but  the  stock  was  simply 
overpriced.  At  the  time  of  the  col- 
umn, shortly  after  the  company  went 
public  on  a  wild  day  on  which  the 
stock  shot  up  77%,  Mathsoft  was  trad- 
ing at  14.  That  was  116  times  the 
company's  pro-forma  earnings  in  its 
1992  fiscal  year  of  12  cents.  Maybe 
nothing  is  ever  worth  116  times  earn- 
ings. At  any  rate,  the  company  is  now 
in  the  red  and  trading  below  7.  If  you 
still  own  this  stock,  you  have  more 
nerve  than  I  do. 

What  saved  my  average  was  being 
right  about  several  themes  in  the  elec- 
tronics sector.  The  most  important  of 
these  themes  was  wireless  communica- 
tions. It  was  one  of  my  favorite  sub- 
jects— and  one  of  the  market's  favor- 
ites, too.  Last  January  I  cited  Qual- 
comm,  which  makes  digital  systems 
that  enable  wireless  communications 
to  take  place  more  efficiently.  Qual- 
comm  shares  more  than  doubled,  de- 
spite increasing  competition  and  con- 
cerns about  the  strength  of  its  patents. 

Other  wireless  data  communica- 
tions companies  mentioned  here  that 
did  well  include  Centennial  Cellular, 
McCaw  Cellular  and  L.M.  Ericsson, 
up  29%  to  94%.  Contel  Cellular  and 
Century  Telephone  Enterprises  were 
down  slightly.  Buy  Qualcomm  when 
the  price  drops;  sell  the  others. 

Another  winning  theme  in  the  mar- 
ket last  year  was  network  computing. 
Rapid  growth  is  continuing  for  Sy- 
base, my  pick  among  the  publishers  of 
relational  database  software  distribut- 
ed through  networks.  But  you  would 
have  done  just  as  well  owning  some- 
thing else  in  the  same  business,  such 
as  Oracle.  Hold  these  stocks.  Rela- 
tional database  companies  are  getting 
very  pricey,  but  there  are  few  better 
alternatives. 


Another  company  mentioned  here 
for  its  networking  talents  was  Com- 
paq, which  has  established  itself  as  the 
leading  supplier  of  network  servers. 
The  stock  has  done  extremely  well,  in 
part  for  a  reason  that  has  nothing  to 
do  with  networks:  Compaq  has  suc- 
ceeded tremendously  in  the  home 
computer  market. 

The  so-called  new  media  area  was 
less  rewarding  overall  because  several 
of  the  companies  in  the  group  were 
expensive  by  the  time  I  mentioned 
them.  You  would  have  done  well  with 
Marvel  Entertainment,  the  comic 
book  publisher  that  has  expanded  its 
franchise  into  toys,  trading  cards  and 
software.  Better  yet  was  Electronic 
Arts,  the  leading  publisher  of  enter- 
tainment software,  which  gained  79% 
from  its  first  mention  here,  in  March. 
By  August,  however,  when  I  took 
note  of  the  company  again,  the  price 
had  doubled.  It  has  since  dropped 
back,  although  the  company  contin- 
ues to  flourish. 

I  wasn't  wrong  last  August  to  call 
Acclaim  Entertainment  a  comer  in 
digital  entertainment.  But  I  was 
wrong  to  imply  that  you  should  get 
on  board  at  that  point,  when  the 
market  was  in  love  with  the  company 
and  pricing  it  at  53  times  trailing 
earnings.  Although  Acclaim's  results 
have  consistently  been  higher  than 
analysts'  expectations  and  its  violent 
martial  arts  title  Mortal  Kombat  gen- 
erated the  highest  one-week  sales  of 
any  videogame  ever,  the  shares  are 
somewhat  lower  than  last  summer. 
Keep  them. 

Broderbund,  publisher  of  the  Car- 
men Sandiego  series  of  educational 
software,  has  dropped  substantially  as 
the  company's  earnings  outlook  has 
dimmed.  Sell  until  the  company's 
outlook  turns  up  again. 

In  the  more  traditional  computer 
area,  the  market  continues  to  be  kind 
to  software  companies  (not  counting 
Mathsoft)  that  don't  yet  face  direct 
competition  from  Microsoft.  Syman- 
tec publishes  software  that  improves 
on  Microsoft's  best-selling  Windows 
operating  system,  thus  benefiting, 
not  suffering,  from  Window's  popu- 
larity. It's  up  52%  from  a  mention 
here;  hold,  but  watch  the  early  review 
of  Microsoft's  next  version  of  its  Win- 
dows operating  system,  which  may 
make  life  difficult  for  Symantec.  Hi 
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Versa 


You  are  an 

unfinished  book. 

Our  new  Versa  notebook  is 

A  work  in 
flexible  enough  to  help  you 

progress.  A 
with  all  the  pages  of  your 

growing  stack  of 
life  It's  a  canvas  with  a  key- 
unbound  pages; 
board  A  power  tool  with  a 

the  story  of  all 
trackball  It's  perfect  for  shar- 

you  are,  and  will 
mg  ideas  with  people  right 

be.  There  are 
in  front  of  you  or,  using  its 

pages  devoted 
advanced  communications 

to  the  things 
capabilities,  a  continent 

you  have  to  do: 
away.  The  artistry  of  its  new. 

Edit  your  report, 
brighter,  active-matrix  color 

Work  on  your 
screen  could  well  inspire  you 

presentation, 
to  some  artistry  of  your  own. 

There  are  other 
While  its  unique,  color 

pages  full  of  the 
TouchPen~  capability  invites 

things  you  like  to 
precise  annotating,  or 

do:  Music.  Art. 
impassioned  finger-painting. 

Travel.  But  most 
(For  up  to  10  hours  on  a 

are  full  of  ideas 
single  charge.)  Named 

that  you'd  like 
"Best  of  1993"  by  PC  Mag- 
to  share  with 
azme,"  Versa  can  be  a  note- 

the  world.  That 
book,  a  desktop,  or  a  tablet 

you've  got  to 
Above  all,  its  modular 

share  with  the 
design  lets  it  expand  for 

world.  You  are 
changing  needs  and  new 

an  unfinished 
technologies  Because  in 

book.  And  the 
technology  as  in  life,  there's 

best  part  of  the 
a  new  page  written  every  day. 

story  is,  you'll 

never  be  done. 


SCIENCE  &  TECHNOLOGY 


The  affordable 
black  box 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Have  you  ever  wondered  what  those 
Wall  Street  computer  mavens  are  up 
to — the  ones  with  the  neural  net- 
works, pattern-recognition  programs 
and  other  magical  devices  used  to  beat 
us  mortals  at  stock  picking? 

Stop  wondering  and  see  for  your- 
self. You  can  now  buy  software  off 
the  shelf  to  try  out  some  of  the  mathe- 
matical techniques  used  by  institu- 
tions like  Fidelity  Management,  Nik- 
ko  Securities  and  the  World  Bank. 

Don't  rush  into  these  programs  if 
you  are  skeptical  of  technical  trad- 
ing— trading,  that  is,  based  on  charts 
of  price  history.  So  far,  the  affordable 
software  is  exclusively  for  chartists. 

My  willingness  to  look  at  price 
charts,  in  addition  to  fundamentals 
like  sales  and  earnings,  is  based  on 
experience  trading  small  technology 
stocks.  Buying  and  holding  is  not  a 
sufficient  strategy'  for  these  stocks, 
since  only  a  few  of  them  will  mature 
into  giants  like  Microsoft,  Cisco  or 
Intel.  More  typically,  science  and 
technology  stocks  follow  a  Roman 
candle  price  trajectory,  and  it  is  a 
sensible  idea  to  keep  one  eye  on  the 
price  movements  as  you  decide  what 
to  buy  and  when  to  sell. 

Three  programs  I  like  are  Patterns, 
from  nava  Development  Corp.  in 
Lewiston,  N.Y.;  Stock  Prophet,  from 
Future  Wave  Software  in  Redondo 
Beach,  Calif.;  and  TechniFilter  Plus, 


from  RTR  Software  in  Raleigh,  N.C. 
All  three  operate  on  IBM-compatible 
personal  computers  and  read  price 
history  files  in  standard  formats  used 
by  MetaStock,  Computrac  and  oth- 
ers. They  are  available  on-line. 

The  $495  price  tag  on  Patterns 
includes,  for  practice,  a  12-year  price 
history  of  the  S&P  500  index.  You  use 
the  software  to  detect  price  patterns, 
and  buy  or  sell  in  anticipation  of  a 
repeat  performance.  You  could  use  it 
to  trade  stock  index  futures,  or  feed  in 
a  price  history  of  your  target  stock. 
The  price  points  could  be  spaced  one 
day  or  one  week  apart. 

The  idea  underlying  the  program  is 
familiar.  Most  experienced  investors 
have  noticed  that  a  long  downtrend 
punctuated  by  a  tremendous  one-day 
downward  spike  in  price  usually 
marks  a  bottom.  Similarly,  an  upward 
spike  in  price  after  a  long  steady  up- 
ward trend  often  marks  a  top.  This 
topping  pattern  has  a  common  name: 
"blowofftop." 

Most  one-  or  two-day  price  pat- 
terns are  far  less  obvious,  but  many  of 
them  have  at  least  some  predictive 
value  as  markers  of  sharp  turns  in  the 
market.  But  be  forewarned:  The  most 
commonly  recognized  patterns  are 
often  meaningless — or  meaningful 
for  one  stock  but  not  for  another. 

On  any  given  day,  a  trader  using 
Patterns  can  ask  the  program  to  deter- 
mine whether  the  chart  pattern  seen 
in  the  preceding  few  days  of  trading 
has  ever,  in  the  past,  anticipated  a  big 
upturn  or  downturn  on  a  given  stock. 
The  program  methodically  chugs 
through  the  entire  price  history  of  the 
stock,  and  produces  a  report.  This 
identifies  the  pattern  as  one  that  has 
historically  been  important  or — in 
many  cases — unimportant.  It  then 
displays  the  odds  favoring  or  oppos- 
ing today's  proposed  stock  purchase 
or  sale. 

If  you  have  decided  for  fundamen- 
tal, technical  or  strategic  reasons  to 
buy  or  sell  a  stock  but  are  waiting  for 


the  right  day,  Patterns  can  help  pirn 
point  that  day. 

Stock  Prophet  is  the  easiest  way  t 
get  into  neural  net  computing,  but 
will  set  you  back  $995.  An  alternativ 
is  TechniFilter,  at  $399,  but  this  on 
will  seem  a  little  more  demanding  t« 
computer  novices. 

Both  programs  massage  data  ant 
feed  them  into  a  neural  net.  You  wi 
also  need  to  buy  BrainMaker,  a  $151 
program  from  California  Scientifi 
Software  of  Nevada  City,  Calif.  Brain 
Maker  turns  your  computer  into 
neural  net. 

A  neural  network  is  an  electron! 
circuit — or  a  software  system  that  act 
like  such  a  circuit — that  is  supposed  t< 
mimic  the  learning  process  that  goe 
on  in  brain  cells.  Fed  a  mountain  d 
experience  in  the  form  of  numerics 
inputs  (such  as  stock  prices)  and  infor 
mation  about  subsequent  outcome 
(say,  the  next  day's  stock  price),  th) 
neural  net  will  feel  its  way,  throug! 
trial  and  error,  to  the  patterns  that  lin 
the  two. 

What  kind  of  patterns?  The  price  c 
a  gold  mining  stock,  for  example,  i 
influenced  by  the  prices  of  gold  am 
oil,  currency  rates  and  the  bond  mar 
kets.  Utility  stocks  are  affected  by  th 
cost  of  money  and  the  cost  of  ener 
gy — but  precisely  how? 

A  neural  net  program  generate; 
from  multiple  indicators,  a  sing 
helpful  indicator  with  predictive  valu 
for  a  stock  or  index.  The  indicator  i 
simply  a  line  on  a  graph  that  goes  u 
and  down,  just  like  a  price  line  on 
stock  chart.  But  the  indicator  line  wi 
turn  up  or  down  perhaps  ten  days  i 
advance  of  the  turn  of  the  stock.  Th 
neural  net's  guess  may  be  right  c 
wrong — it  obviously  cannot  peer  intt 
the  future — but  it  will  always  make  a 
intelligent  guess,  based  on  all  th 
available  numbers. 

You  could  derive  a  similar  and  pet 
haps  even  better  guess  using  conven 
tional  statistical  methods — if  you  hap 
pen  to  relish  statistics.  But  most  inves 
tors  are  interested  in  the  result,  nci 
the  details,  and  for  them  the  neun 
net  is  just  now  beginning  to  mak 
sense.  Neural  nets  used  to  requir 
tricked-out  computer  systems  and 
total  immersion  in  a  difficult  technol 
ogy.  No  more.  Now  you  can  ru 
neural  nets  from  the  top  of  you 
kitchen  table. 
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One  of  the  finest  academic  insti- 
tutions in  the  country  -  the 
University  of  Miami  -  also  has 
one  of  the  best  football  teams. 

But  you  should  really  see 
their  computer  team. 

Led  by  veteran  CIO  Lew 
Temares,  the  University  of 
Miami  Information  Resources 
Department  has  been  racking 
up  some  pretty  impressive 
statistics  of  its  own 
over  the  past  10 
years. 

"Service  levels 
are  at  a  record  high.  aSSSSf 
Response  time  has      The  90s. 
been  cut  in  half  and  we're 
always  on  time  and  under  bud- 
get," says  Temares. 

That's  what  happens  when 
you  have  the  right  leader,  a 
hardworking  team  and 
Computer  Associates  software. 

"Everything  we  do  is  built 
around  CA database  and  sys- 
tems software,"  says  Temares. 

"It  gives  us 
one  totally 
integrated 
environment 
across  the 


University  of  Miami  CIO 
Lew  Temares,  Ph.D., 
is  on  a  winning  streak 
with  advanced  ca  database 
and  systems  software. 


entire 
University. 
And  that 
keeps  all  our  customers  happy. ' 

And  the  game  plan  for  this 
year? 

"Same  as  last  year.  Work 
hard  and  play  to  win." 

qomputer 
Associates 

Software  superior  by  design. 


©Computer  Associates  International.  Inc.. 

One  Computer  Associates  Plaza,  Islandia.  NY  11 788-7000. 

1-800-CALLCA1. 


ADVERTISEMENT 


Partnerships  in 
Engineering  Technology 

Parker  Hannifin  and  John  Deere: 
Conquering  Global  Markets  with  Innovations 


Thousands  of  pioneers  helped  open  the  heartland  of 
America  in  the  early  1800s,  but  a  lone,  ingenious 
blacksmith  made  it  possible  to  tame  the  land  and  bring 
it  under  the  farmer's  dominion. 

It  was  young  John  Deere  who  fashioned  a  dis- 
carded mili  blade  into  the  shape  of  a  cresting  wave. 
The  arching  design  cut  through  the  heavy  black  loam 
of  the  Midwest  and  then  scoured  itself  clean  —  some- 
thing no  previous  plow  could  do.  Suddenly,  farmers 


4 

in 
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had  a  more  efficient  way  to  work  the  land,  and 
America  was  on  its  way  to  becoming  the  world's  most 
agriculturally  productive  nation. 

Deere's  invention  also  forged  one  of  the  world's 
most  innovative  companies.  To  this  day,  Deere  & 
Company  combines  ingenuity  with  technology  to  meet 
the  global  challenges  of  agriculture.  By  its  side,  Parker 
Hannifin  Corporation,  the  world's  largest  manufacturer 
of  hydraulic  and  pneumatic  components,  is  a  partner  in 
supplying  the  advanced  engineering  and  products 
needed  to  extend  the  John  Deere  legacy  of  superior 
quality. 

Consider,  for  example,  the  7000-series,  a  new 
line  of  John  Deere  farm  tractors.  Each  one  utilizes 
hydraulic  components  and  technology  developed  and 
manufactured  by  Parker  Hannifin.  Design  upgrades 
have  reduced  the  number  of  hydraulic  lines  compared 


to  competitive  models.  Advanced  engineering  of  these 
components  delivers  greater  capacity,  higher  pressure 
and  faster  cycle  times.  And  a  new  generation  of  "dry 
technology"  provides  the  highest  degree  of  leak  resis- 
tance ever  incorporated  into  a  farm  tractor. 

To  meet  another  technological  challenge,  Deere 
worked  with  Parker  Hannifin  engineers  to  develop  the 
PermaClutch  2,  used  in  a  number  of  John  Deere  trac- 
tor models.  Unlike  conventional  dry  clutches,  which 
absorb  and  build  heat,  the  PermaClutch  2  cools 
after  each  engagement,  maintaining  an  average 
operating  temperature  well  below  conventional 
designs.  The  PermaClutch  2's  design  break- 
through virtually  eliminates  the  need  for 
replacement.  Such  durability  and  reliability  are 
vital  in  agriculture,  where  unplanned  downtime 
can  cause  havoc  with  tight  planting  or  harvest- 
ing schedules. 

Reliability  is  a  Deere  hallmark.  Powerful 
7000-series  tractors  perform  the  most 
demanding  field  work  hour  after  hour,  day  after 
day.  All  the  while,  a  climate-controlled,  "user- 
friendly"  cab  keeps  the  farmer  warm,  dry  and 
comfortable.  It's  a  far  cry  from  the  conditions 
farmers  endured  in  founder  John  Deere's  day 
and  it's  all  part  of  the  quality  commitment  Deere  and 
Parker  make  to  their  customers. 

That  type  of  partnership  is  the  driving  force  behind 
Parker  Hannifin's  worldwide  preeminence  in  motion 
control  components  and  systems,  with  more  than  800 
product  lines  for  hydraulic,  pneumatic  and  electro- 
mechanical applications  in  some  1 ,200  industrial  and 
aerospace  markets.  Parker  Hannifin  operates  some 
200  manufacturing  plants  and  administrative  offices 
around  the  world  and  supports  more  than  4,900  dis- 
tributors serving  more  than  289,000  customers  in 
every  corner  of  the  globe. 

Numbers  aside,  however,  it's  the  meshing  of  inno- 
vation and  problem-solving  that  makes  Parker's  com- 
ponents and  systems  the  first  choice  for  companies 
such  as  John  Deere,  as  well  as  thousands  of  other 
customers  around  the  world. 


*arker  and  John  Deere.. . 

homegrown  technology  serving  a  worldwide  market 


ns  Becherer,  Chairman  of  the  Board 
i  CEO  of  Deere  &  Company,  continues 
tradition  of  technical  innovation  begun 
John  Deere.  This  winning  philosophy 
nbines  today's  leading-edge  technology 
h  an  old-fashioned  commitment  to 
mine  value  and  customer  satisfaction 
t  has  made  Deere  &  Company  the 
rld's  leading  producer  of  farm 
lipment. 

rhat  same  kind  of  commitment  to  tech- 
ogical  innovation  and  customer  service 
i  resulted  in  a  long-standing  partner- 
p  between  Deere  &  Parker.  In  meeting 


the  challenge  of  producing  its  superior 
new  line  of  commercial  utility  tractors, 
Deere  called  on  Parker  for  vital 
technological  teamwork. 

Working  together,  Deere  and  Parker 
engineers  designed  the  most  advanced 
facility  and  manufacturing  processes 
for  assembly-line  production  of  the  new 
5000-series  tractors.  By  pre-assembling 
the  fluid  connectors,  hoses,  seals  and 
other  components  in  reusable  containers, 
Deere  saved  time  on  production  and 
delivery;  keeping  costs  down  and  elimi- 
nating waste. 


A  partnership  in  vital  technologies 


Parker  components  have  also  been 
specified  on  the  new  7000-series  tractor 
featured  in  the  illustration. 

The  result:  world-class  tractors. 

Partnerships  like  this  one  have  helped 
establish  Parker  as  a  worldwide  leader  in 
motion-control. 

Write  for  a  copy  of  our  Annual  Report: 
Parker  Hannifin  Corporation,  Dept. 
FB-23,  17325  Euclid  Ave.,  Cleveland, 
OH  44112-1290.  Or  call  1-800-C-PARKER 
(1-800-272-7537)  for  product  information. 
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Can't  get  to  sleep?  Throw  away  those  cigarettes, 
cut  back  on  the  booze— and  try  napping. 

Nature's 
soporifics 


By  Kate  Bohner 


"It  is  no  small  art  to  sleep,"  wrote 
Friedrich  Nietzsche,  the  19th-centu- 
ry German  philosopher.  "To  achieve 
it  one  must  keep  awake  all  day." 

According  to  the  National  Sleep 
Foundation,  one-third  of  all  Ameri- 
cans lie  awake  nights,  too,  trying  to 
practice  the  art  of  sleeping.  That's  the 
portion  of  the  population  believed  to 
suffer  from  insomnia.  And  we  do 
mean  suffer:  Insomnia's  symptoms 
include  battered  nerves,  grogginess, 
lapses  in  memory,  erratic  mood 
swings,  even  hallucinations.  Accord- 


ing  to  the  National  Commission  on 
Sleep  Disorders,  in  1990  fatigue  relat- 
ed to  insomnia  cost  the  U.S.  economy 
at  least  $16  billion  in  decreased  pro- 
ductivity and  accidents.  Sleep  depri- 
vation leads  to  as  many  as  200,000 
auto  accidents  a  year,  and  one-third  of 
all  lethal  heavy-truck  accidents. 

Contrary  to  popu- 
lar belief,  insomnia  is 
almost  never  a  disease 
in  itself.  It  is  a  symp- 
tom— like  chest  pain 
or     a     headache — 


spawned  by  a  physical,  emotional  o 
environmental  problem;  often  it's  \ 
tangled  interplay  of  these  factors.  Al 
most  every  medical  condition,  from  i 
common  cold  to  diabetes,  has  th< 
potential  to  cause  insomnia,  which  ii; 
turn  hampers  recover}'  from  the  un 
derlying  illness. 

There  are  plenty  of  sleep-inducinfi 
drugs  on  the  market,  the  most  popu 
lar  prescription  ones  being  Upjohn': 
Halcion  and  Searle's  newly  approvec 
Ambien.  But  stay  away  from  drugs  i 
you  possibly  can.  They  can  have  seri 
ous  side  effects,  and  while  they'll  re' 
lieve  the  symptom,  they  won't  solve 
the  underlying  problem.  "Lost  sleep 
accumulates  as  a  debt,"  says  Williair 
Dement,  an  expert  on  sleeping  disor 
ders  at  Stanford  University's  Medica 
School.  "It  doesn't  go  away." 

For  sleep-deprived  folks  whose  in- 
somnia results  from  underlying  medi- 
cal ailments,  there's  not  much  alter- 
native to  temporary  treatment  with 
sleeping  pills.  But  sleep  researcher; 
believe  that  most  cases  of  insomnis 
can  be  traced  not  to  illnesses  but  trj 
hectic,  stressful  lifestyles  lived  bv  basi- 
cally healthy  p>eople.  This  is  especially 
true  for  people  who  work  long  day; 
under  pressure. 

For  this  type  of  insomniac,  Petei 
Hauri,  the  director  of  the  Mayo  Clin- 
ic's Insomnia  Pro 
gram,  has  outlined  Z 
program  of  self- treat  1 
ment  in  his  book  N( 
More  Sleepless  Nijjhr. 
(John  Wiley  &  Sons 
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IEND  HAS  IT  that 
>mas  Edison  was  a 
inpion  napper.  A  cou- 
of  times  every  day,  he 
Ud  sit  peacefully  in  a 
r  with  a  solid  iron  ball  in 
1  hand.  As  he  moved 
n  light  sleeping  to  deep 
iber,  the  balls  would 
o  and  wake  him  up,  thus 
renting  him  from  fall- 
in  to  a  deep  sleep, 
dison  knew  what  he 
doing.  Says  Dr.  Clau- 
Stampi,  a  sleeping 
rders  expert  at  the  In- 
ite  for  Orcadian 
siology  in  Cambridge, 
is.:  "The  most  restful 
with  the  least  amount 
eep-hangover  is  be- 
;n  15  and  30  minutes." 
lany  historical  figures 
:  enhanced  their  pro- 
tive  powers,  and 
?ably  increased  their  life 
is,  by  napping. 
Dng  them:  Leonardo  da 
:i,  Winston  Chur 
,  Albert  Einstein,  John 
Kennedy,  Ronald  Rea- 
and  basketball's  Wilt 
mberlain.  Yet  when 
d,  nearly  half  of  all 
:t  Americans  stoutly 
y  that  they  ever  nap. 
npi,  who  is  one  of  the 
scientists  to  focus  on 


the  subject  of  napping, 
thinks  most  people  equate 
the  practice  with  indo- 
lence or  old  age. 

Stampi  is  bent  on  mak- 
ing napping  respectable. 
Some  intriguing  new  re- 
search supports  his  cause. 
Historically,  American 
society  has  been  geared  to 
what  biologists  call  a 
"monophasic"  sleep/ 
awake  pattern,  in  which 
the  day  is  rigidly  divided 
into  one  period  of  wake- 
fulness, followed  by  one  pe- 
riod of  sleep.  Under  the 
monophasic  model,  nap- 
ping has  been  considered 
culturally  inappropriate 
and,  according  to  some 
experts  in  the  field  of  sleep 
research,  even  unhealthy, 
in  that  it  cuts  into  night- 
time sleeping. 

But  new  data  suggest 
that  human  beings  may  in 
fact  be  "biphasic"  crea- 
tures whose  days  are  bro- 
ken up  into  two  periods 
of  sleep,  nocturnal  and 
midafternoon.  Lunch  is 
commonly  blamed  as  the 
cause  of  midafternoon 
drowsiness,  but  it  turns  out 
that  food  intake  has  litde 
or  nothing  to  do  with  the 
urge  to  nod  off.  Much 
more  important,  according 
to  recent  research  at  the 
Circadian  Institute  and  the 


University  of  Pennsylva- 
nia, is  simply  the  time 
of  day. 

Orcadian's  Claudio 
Stampi  is  convinced  that 
Americans  will  be  better 
rested,  healthier  and  more 
productive  if  they  give  in 
to  that  urge  to  take  a  siesta 


Like  many  sleep  disorder 
researchers,  he  believes  that 
Americans'  "sleep  defi- 
cit" has  steadily  grown  as 
people  experience  more 
stress  in  managing  the  com- 
peting needs  of  careers 
and  families.  Far  from  be- 
ing a  sign  of  laziness,  nap- 
ping, he  says,  is  really  a  bio- 
logical imperative  that  al- 
lows people  to  whittle  away 
at  the  deficit.      -K.B.  tm 


.95  paper).  First  off,  says  Hauri, 
lge  your  habits.  He  recommends 
people  give  up  caffeine,  tobacco 
alcohol.  The  nicotine  in  tobacco 
powerful  stimulant  that  elevates 
blood  pressure,  speeds  up  the 
t  and  spurs  brain-wave  activity. 

alcohol — probably  the  leading 
prescribed,  over-the-counter 
5  of  choice  for  insomniacs — pro- 
s  only  temporary  relief  from  toss- 
and  turning.  A  nightcap  might 
>  you  get  to  sleep,  but  alcohol- 
iced  sleep  is  fragmented,  with  lit- 
estorative  power, 
nother  important  element  in 
iri's  program  is  to  establish  and 


observe  regular  sleeping  hours.  Peo- 
ple who  try  to  go  to  sleep  at  nine 
o'clock  one  night  and  midnight  the 
next  stand  a  far  better  chance  of  devel- 
oping insomnia  than  people  who  hit 
the  mattress  at  the  same  time  every 
night.  Hauri  also  suggests  experi- 
menting with  regular  napping,  to  see 
how  it  works  (see  box). 

But  what  if  you  are  among  the  20% 
or  so  of  insomniacs  whose  symptoms 
don't  yield  to  these  simple  treat- 
ments? Hauri  says  your  best  hope  is  to 
keep  a  record  of  your  sleep  patterns. 
Then  get  a  physical  and  psychological 
evaluation  and  take  all  findings  to  a 
sleep  disorder  center:  There  are  now 


hundreds  around  the  country  that  are 
certified  by  the  American  Sleep  Disor- 
der Association. 

At  these  centers,  clinicians  will  ana- 
lyze sleep  patterns  and  perhaps  hook 
you  up  to  an  electroencephalograph 
for  a  night.  This  records  your  brain's 
activity.  Based  upon  the  readings,  the 
clinician  may  offer  further  strategies 
like  modest  exercise,  a  light  snack  if 
hungry  and  no  heavy  foods.  Both  the 
asda  (1610  14th  Street  NW,  Suite 
300,  Rochester,  MN  55901)  and  the 
National  Sleep  Foundation  (122  S. 
Robertson,  Los  Angeles,  CA  90048) 
can  direct  you  to  a  certified  sleeping 
disorder  clinic.  IB 
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ERICA 


"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott,  Marshall  McGinley 
8f  Doyle 

3435  Wllshire  Blvd  ,  Suite  650 
Los  Angeles,  CA  900 1 0- 1 907 
(213)  382-6346 
Fax:  (213)  382-1108 


SAN  FRANSISCO: 

Scott,  Marshall,  McGinley 
8f  Doyle 

450  Sansome  St.,  Suite  1420 
San  Franscisco,  CA  94 1 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision,  Inc. 

310  Madison  Ave. 

Suite  1412 

New  York,  NY  10017 

(212)  953-1308 

Fax:  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 


For  over  43  years,  leading 
international  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America. 


•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 
continuity 


•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 


L  OR  FAX  VISION'S  NEAREST  REPRESENTATIVE  FOR  A  COMPLETE  MEDIA  KIT 


iELDORF: 

Communications 
dorfer-Strasse  132 
)iisseldorf-Oberkassel 
ny 

57-30-26 
7-53-92 


SWITZERLAND: 

Publicitas  AG 
Kirschgartenstrasse  14 
CH-4010  Basel 
Switzerland 
(61)  275-4646 
Fax:  275-4777 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1    Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)  584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A. 
26  Avenue  Victor  Hugo 
75116  Paris,  France 
(1)  45  00  66  OS 
Fax:  45  00  94  81 


You've  spent  years  building  your  family  business, 
and  when  you  die  the  tax  collector  may  claim  most  of  it. 
Here's  one  tax-blessed  way  out. 

GRAT-itude 


By  Toddi  Gutner 

Arthur  (Mike)  Garey,  now  55,  was 
tired  of  70-hour  workweeks.  Travel- 
ing and  golf  beckoned.  Says  Garey: 
"It  was  time  to  turn  the  company  over 
to  the  next  generation." 

Garey's  three  sons,  now  25, 27  and 
30,  worked  for  him  and  each  owned 
10%  of  dad's  precision  metal  fabricat- 
ing company,  Decimal  Engineering, 
in  Pompano  Beach,  Fla.  Estimated 
market  value:  about  $2.5  million. 

Could  he  give  them  his  70%  share 
of  the  business?  No.  He'd  have  noth- 


ing to  live  on,  and  he  would  have  a 
giant  gift-tax  bill.  After  a  $600,000 
lifetime  exclusion,  gift  taxes  start  out 
at  37%  and  go  on  up  from  there. 

Sell  them  the  business,  then?  Garey 
searched  for  financing  to  enable  the 
boys  to  buy  his  70%  and  give  him  the 
cash  he  wanted  for  a  comfortable 
retirement.  No  dice.  No  bank  wanted 
to  lend  three  youngsters  70%  of  the 
value  of  a  business. 

Garey  considered  selling  the  busi- 
ness to  the  boys  and  taking  back  a 


like  and  Priscilla  Garey  with  sons  (I  to  r)  Alan,  Kevin  and  Mark 
Passing  along  a  family  business  while  minimizing  Uncle  Sam's  take. 


purchase  money  mortgage.  The  kic 
would  pay  off  dad's  mortgage  out  a 
the  earnings.  But  then  dad  would  ow 
big  capital  gain  taxes. 

Garey  found  a  better  way  to  han 
off  a  business  to  the  next  generation: 
GRAT,  or  Grantor  Retained  Annuit 
Trust.  Here's  how  it  worked: 

The  elder  Garey  put  his  shares  int 
a  trust  he  controlled.  Out  of  th( 
trust's  earnings — a  70%  share  of  th 
profits  from  the  business — Garey  gel 
a  $124,000  annuity  for  1 1  years.  Afte 
that  the  trust  dissolves  and  the  share 
of  stock  go  to  the  children,  free  am 
clear.  The  setup  is  like  the  Grantor 
Retained  Income  Trusts  used  to  side 
step  estate  taxes  on  a  family  horn 
stead  (Forbes,  June  24,  1991). 

The  beauty  part:  Garey  didn't  ow 
any  gift  or  capital  gain  taxes.  H 
wasn't  selling  the  company,  so  there" 
no  capital  gain,  and  what  he  gav 
away — for  reasons  we  will  presenti 
explain — was  not  worth  a  lot.  More 
over,  if  he  felt  the  boys  were  screwin 
up,  he  could  step  back  in:  Garey  sti| 
controls  the  company  he  built  u| 
through  a  small  block  of  voting  stoc 
held  outside  the  trust. 

In  this  case,  Garey  decided  to  take 
draw  of  $124,000  because  h 
thought  the  business  could  earn  a  bj 
more  than  that.  As  an  S  corporatior 
Garey's  firm  flows  a  70%  share  of  it 
profits  through  to  the  trust.  Froii 
there  they  flow  through  to  Garey* 
personal  tax  return,  with  no  separat 
trust  tax  payable.  In  other  wordj 
Garey  has  to  report  $124,000  a  yea 
of  ordinary  income  from  the  busj 
ness — but  he  was  showing  that  muc 
taxable  income  anyhow  as  a  70' 
shareholder. 

The  trust  arrangement  doesn't 
empt  Garey  from  gift  taxes,  but  it  ca: 
minimize  the  damage.  Here's  how  i 
works:  From  the  value  of  the  busines 
shares  transferred,  Garey  subtracts  th 
present  value  of  the  annuity  retainec 
With  a  discount  rate  of  7.6%,  hi 
annuity  is  worth  $921,000.  Only  th 
balance — the  residual  interest  in  th 
shares  transferred — is  a  gift. 

The  next  element  of  the  tax  strateg 
is  something  that  is  often  used  i: 
transferring  shares  of  family  business 
es,  the  minority  discount  rul 
(Forbes,  Mar.  1,  1993).  This  princi 
pie  of  tax  law  says  that  illiquid  minor 
ity  shares  in  a  business  are  wort] 
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siderably  less  than  their  propor- 
late  share  of  the  entire  business' 
le.  If  you  own  a  business  worth 
million  and  give  10%  of  the  stock 
our  daughter,  you  can  argue  that 
shares  transferred  are  worth  con- 
rably  less  than  $1  million.  That's 
mse  no  outside  investor  would 
full  value  for  a  10%  interest  in  a 
ely  held  company, 
he  magic  of  the  minority  discount 
is  that  it  can  be  used  even  when 
trol  of  the  business  remains  within 
close-knit  family.  In  this  case  die 
t  will  ultimately  pass  a  majority 
e  to  none  of  the  three  sons  indi- 
lally,  so  Garey  valued  the  shares  he 
into  the  trust  as  if  the  entire  firm 
z  worth  only  $1.5  million.  At  that 
,  his  70%  piece  was  worth  only 
ut  $1  million.  The  annuity  carve- 
then  did  its  job,  pretty  much 
ing  the  value  of  the  gift, 
he  IRS  has  a  habit  of  challenging 
i  the  appraisals  put  on  businesses 
sferred  this  way  and  the  minority 
cut  used  for  fragmented  owner- 
.  But  courts  have  upheld  signifi- 
:  minority  discounts. 
A.  GRAT  was  the  easiest  and  the 
nest  plan  and  much  less  compli- 
d  than  anything  else  we  could 
:  done,"  explains  Garey.  He 
led  about  grats  from  Brian 
dock,  a  tax  attorney  with  Chicago 
mnting  firm  Blackmail  Kallick 
elstein. 

if  course,  a  good  succession  plan 
o  way  insures  a  harmonious  fu- 
.  Only  one-third  of  family  busi- 
es survive  into  the  second  genera- 
,  the  majority  either  dying  with 
founder,  sold  by  heirs  to  pay  for 
te  taxes  or  destroyed  by  infighting 
rbes,  Dec.  6,  1993). 
ut  so  far,  the  outlook  is  bright  for 
Gareys.  Their  first  year  of  opera- 
ended  last  month.  Dad  is  now 
king  as  a  consultant  by  helping  his 
;  with  equipment  purchases. 
'  you  soon  will  face  a  problem 
lar  to  Mike  Carey's,  now  is  a  good 
:  to  act.  "The  economy  has  been 
r,  so  business  valuations  are  low; 
that's  the  best  time  to  transfer 
ts,"  says  Laurence  Foster,  a  tax 
ner  with  KPMG  Peat  Marwick.  If 
want  to  learn  more  about  grats, 
[  Irving  Blackmail's  Transferring 
Privately-Held  Business  (Probus 
fishing,  $50).  m 


They  may  be  fakes,  but  forged  paintings 
can  also  be  valuable. 

Genuine  fakes 


By  Christie  Brown 


Elmyr  DE  Hory  (1911-76)  was  the 
slickest  art  forger  of  modern  times. 
Hundreds  of  hapless  collectors,  cura- 
tors and  dealers  bought  de  Hory  ver- 
sions of  Picassos,  Modiglianis,  van 
Goghs,  Degases  and  other  famous 
impressionist  and  modernist  painters. 
For  a  change  of  pace  de  Hory  would 
bang  out  the  occasional  Vermeer  and 
other  old  masters. 

De  Hory  was  not  only  a  gifted 
forger  but  also  a  splendid  con  man. 
Small  and  dapper,  and  sporting  a 
monocle  and  bogus  noble  titles,  the 
Hungarian-born  artist  easily  passed 
himself  off  as  a  down-at-the  heels 
aristocrat  whose  family  art  collection 
had  been  lost  in  World  War  II.  Ex- 
cept, he  claimed,  for  a  handful  of 
surviving  masterpieces,  which  he  re- 
luctantly had  to  sell. 

He  was  full  of  chitchat  about  al- 
leged friendships  with  Picasso,  Leger, 
Matisse,  Degas.  As  a  student  in  the 
1920s  in  Paris  he  had  actually  studied 
art  under  Fernand  Leger  and  knew 
many  of  the  painters  who  would  be- 
come household  names.  From  these 
passing  acquaintanceships  he  wove 
convincing  yarns. 


Which  is  the  real  Picasso? 

One  painting  is  worth  $40  million,  the 

other  is  a  fake.  Answer,  page  124. 


Dealers  and  collectors  alike  were 
taken  in.  De  Hory  sold  about  1,000 
fakes  from  1946  to  1968  that  fetched 
an  estimated  $60  million.  Buyers  in- 
cluded the  new  Texas  oilionaires  of 
the  1950s  and  1960s  as  well  as  Har- 
vard's Fogg  Art  Museum  and  New 
York's  Museum  of  Modern  Art. 

Fakes  are  a  sore  point  in  the  art 
community.  Successful  ones  tear  away 
the  fig  leaves  of  the  establishment. 
How  much  can  all  the  experts  really 
know  if  they  can't  identify  a  fake? 

In  France,  art  forgery  is  deemed 
such  a  threat  to  the  art  industry  that 
fakes  are  often  confiscated  and  de- 
stroyed by  the  government.  But 
Americans  admire  clever  con  men. 
Here,  classy  fakes  like  those  by  de 
Hory  are  now  worth  as  much  as  the 
real  McCoys  once  were.  De  Hory 
hikes  now  sell  for  up  to  $22,500. 

Ken  Talbot,  a  retired  London 
bookmaker,  met  de  Hory  on  the  is- 
land of  Ibiza  in  1969.  "I  wouldn't 
have  known  a  painting  at  the  time  if  it 
fell  on  me  head,"  he  recalls.  But  even 
Talbot  had  heard  of  de  Hory,  who 
was  by  then  wanted  on  fraud  charges 
in  the  U.S.  and  France.  Aware  they 
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were  fakes,  Talbot  paid  de  Hory 
$2,900  in  cash  for  four  works  in  the 
styles  of  van  Gogh  and  Cezanne. 
When  de  Hory  later  hit  up  Talbot  for 
a  $12,000  loan,  Talbot  agreed.  As 
collateral  he  took  20  more  fakes. 

Talbot  soon  realized  that  the  free- 
spending  de  Hon'  would  never  pay 
him  back,  but  Talbot  was  a  gambler 
and  he  thought  the  fakes  were  a  good 
bet.  "An  American  lawyer  I  met  sug- 
gested I  try  to  corner  the  market  on  de 
Hory  paintings,1'  explains  Talbot.  By 
the  time  de  Hory  died  in  1976  Talbot 
had  acquired  over  400  de  Horys  for  a 
total  of  about  $350,000. 

All  were  signed  by  de  Hory ,  after  de 
Hory  had  been  exposed.  The  front  of 
the  paintings  all  sported  faked  signa- 
tures, but  on  the  backs  of  the  paint- 
ings de  Hory  signed  "Elmyr."  Of 
course,  he  had  not  cosigned  the  works 
he  had  earlier  sold  as  originals. 

"Some  of  Elmyr's  paintings,  like 
the  Toulouse-Lautrecs  and  the  Du- 
fys,  are  much  better  than  the  real 
thing,11  insists  Talbot.  Certainly  they 
were  good  enough  to  fool  a  lot  of 
pros.  The  artist  Kces  van  Dongen 
even  authenticated  one  of  de  Hory's 
Van  Dongen  forgeries  as  his  own. 


Since  de  Hory's  death  Talbot  has 
sold  about  300  of  the  paintings,  find- 
ing buyers  through  word  of  mouth 
and  ads  in  the  Wall  Street  Journal. 
Current  price  for  one  of  Talbot's  co- 
signed  de  Horys?  About  $15,000, 
depending  on  size  and  quality.  Tal- 
bot, now  73,  says  some  potential  buy- 
ers want  to  buy  if  de  Hory's  signature 
can  be  removed.  (It  can't,  without 
severely  damaging  the  canvas.) 

The  late  former  Treasury  Secretary 
John  Connally  was  a  big  buyer  of 
Talbot's  de  Horys.  In  1984,  together 
with  Santa  Fe  art  dealer  Forrest  Fenn, 
he  bought  100  de  Horys  from  Talbot 
for  $225,000.  Connally  and  Fenn 
each  kept  a  few  and  sold  the  rest  for 
$4,500  to  $12,500  each.  "John  sold 
most  himself  to  wealthy  friends,"  re- 
calls Fenn,  now  retired. 

Most  dealers  cringe  at  being  associ- 
ated with  paintings  labeled  forgeries, 
but  not  Fenn.  He  says,  "The  only 
difference  is  the  aura  of  it.  The  art  is 
the  same;  it's  just  the  investment  value 
that  isn't  there." 

When  Connally  went  bankrupt  in 
1988  and  his  personal  collection  of  de 
Hon  s  was  auctioned  off  in  Houston, 
three  paintings  alone  fetched  over 


$60,000,  more  than  one-quarter  o 
what  Connally  had  paid  for  100  d\ 
Horys  only  four  years  earlier. 

Fenn  and  his  wife,  Peggy,  still  owl 
one  de  Hory — a  Modigliani  portrai) 
that  hangs  in  their  bedroom.  Part  cj 
the  fun  is  visitors'  reactions  to  th 
painting.  At  a  recent  dinner  party  on< 
of  the  Fenns'  guests,  an  art  collector! 
took  Peggy  aside  and  whispered  th« 
bad  news:  Their  beautiful  Modiglian 
was  a  forgery.  She  burst  out  laughing 

Henricus  van  Meegeren  (1889! 
1947)  was  another  famous  forget 
whose  works  have  become  collectible) 
Specializing  in  the  old  masters,  van 
Meegeren  produced  a  steady  stream 
of  fake  Vermeers — one  of  which  wa 
bought  by  Hermann  Goring  in  1942 
Van  Meegeren  was  arrested  in  1945 
not  for  forgery,  but  for  collaborating 
with  the  enemy.  The  charges  wen 
changed  to  fraud  when  van  Meegereij 
agreed  to  paint  a  Vermeer  copy  in  th< 
Amsterdam  courtroom.  In  199!! 
Sotheby's  in  Sussex  sold  the  van  Meei 
geren  Vermeer  he  painted  at  his  trial) 
Price:  $23,000.  H 
Answer  to  photo  quiz:  Painting  on  lej\ 
is  by  Elmvr  de  Hory;  original  Picasso 
on  right  is  from  Annenbcrg  Collection 


124 


Forbes  ■  Januan'  31,  199' 


Your  tomorrows  depend  on  the  consistent  performance  of  your  long-term  investments.  And  that's  why 
investors  have  made  Kemper  one  of  Americas  largest  asset  managers.  For  over  forty  years,  the  Kemper 
Family  of  Mutual  Funds  has  been  dedicated  to  the  kind  of  steady,  long-term  performance  that  builds 
tomorrows  today.  Ask  your  financial  representative  or  call  Kemper  Mutual  Funds  at  1-800-KFS-8600,  ext.  77. 


KemPER 


muTuaL  Funns 


j 


We're  Building  Tomorrows  Today %' 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  for  more  complete  information,  including  management  fees  and  expenses. 
Fund  performance  cannot  be  guaranteed  and  will  fluctuate.  ©1994  Kemper  Financial  Services,  Inc.  219630 
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Lutz's  law 

"Being  large  doesn't  mean  being 
safe.  The  large  won't  eat  the  small. 
The  swift  will  eat  the  slow."  That's 
the  new  industrial  law  according  to 
Robert  Lutz,  president  of  Chrysler 
Corp.  and  one  of  the  brightest  stars  in 
Detroit's  sky. 

Lutz's  law  certainly  works  at  Chrys- 
ler. Nobody's  ever  poured  out  new 
product  faster:  a  new  Ram  pickup  that 
could  be  a  big  profitmaker,  the  small 
Neon  being  shipped  to  dealers  now, 
new  compact  cars  in  the  fall,  then  new 
sporty  coupes  and  a  new  minivan  in  a 
year.  None  are  face-lifts;  they  are  real- 
ly all  new. 

Chrysler's  problem  now  is  capacity. 
It's  selling  just  about  everything  it  can 
paint.  Lutz  believes  North  American 
capacity  can  be  pushed  from  2.2  mil- 
lion to  3.2  million  vehicles  in  a  quick 
two  years.  But  nobody  wants  to  build 
new  plants  and  risk  overcapacity,  so 
increased  production  will  probably 
come  from  upping  capacity  for  en- 
gines, then  triple-shifting  more  plants 
and  even  opening  up  a  closed  opera- 
tion in  St.  Louis. 

Lutz,  a  tall,  silver-gray  61-year-old 
former  Marine  pilot,  takes  this  swift  - 
eating-the-slow  stuff  personally.  Six 
years  ago  he  became  a  vegetarian,  but 
not  because  he's  antimeat.  He's  con- 
vinced the  diet  gives  him  extra  zip. 
Something  sure  does.  Pass  the  veg- 
gies, legumes  and  pasta. -Jerry  Flint 

Fixing  the  mint 

Donna  Ecton,  46,  is  the  chief  execu- 
tive of  Delavan,  Wis. -based  Andes 
Candies,  the  leading  producer  of  af- 
ter-dinner chocolate  mints. 

Andes  is  owned  by  Klaus  Jacobs,  a 
meddlesome  57-year-old  Swiss  bil- 
lionaire who  in  six  years  has  gone 
through  five  chief  executives  with  five 
strategies  at  E.J.  Brach,  the  $470 
million  (estimated  sales)  U.S.  candy- 
maker  he  bought  in  1987. 

Fortunately  for  Ecton,  Jacobs  has 
been  too  distracted  by  Brach's 
mounting  losses  and  tumbling  market 
share  to  interfere  much  with  what 
she's  been  up  to  at  Andes.  When 
Ecton  joined  two  years  ago,  sales  at 
the  73-year-old  company  had 
slumped  some  40%,  to  around  $40 
million,  since  1987  and  losses  were 
mounting. 
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Andes  Candies' 
Donna  Ecton 
Our  advice: 
Beware  of 
promotions. 


A  Harvard  M.B.A.  with  little  candy 
experience,  Ecton  says  Andes'  prob- 
lem was  it  had  languished  as  a  restau- 
rant giveaway.  People  liked  the  mints 
when  they  got  them  free,  but  didn't 
think  to  buy  them.  "I've  tried  to 
instill  in  my  folks  the  similarities  be- 
tween the  candy  industry  and  the 
fashion  industry,"  she  says,  meaning 
she  made  them  hip.  She  added  funky 
flavors  like  toasted  coconut,  and  re- 


packaged the  line  in  vividly  colored] 
boxes  and  bags.  She  also  introduced 
10-"  and  30-second  TV  ads. 

Result:  For  fiscal  1993  (ended  Au^ 
gust)  Andes'  profits  rebounded  to 
about  $2  million,  on  sales  of  somel 
$50  million.  Which  is  great,  except  for 
the  frightening  possibility  that  Jacobs 
might  reward  Ecton  by  asking  her  to 
become  number  six  at  Brach. 

-Amy  Feldman  I 
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Moving  In  Quality  Circles" 


or  a  supplier  of  metallurgical  products  to 
todays  industry,  controlling  quality  statistically  -  or,  Statistical  Process  Control  -  is  a  way  of  life. 
The  theory  of  SPC  is  easily  taught . . .  but,  theory  doesn't  feed  the  bulldog. 

"If  you  want  something  done  right,"  goes  the  saying,  "do  it  yourself."  So  we  did.  At  Fansteel 
Washington  Manufacturing,  a  major  supplier  of  wire  form  products  to  a  myriad  of  industries, 
Quality  Circles  were  formed  for  employees  to  teach  the  application  of  Statistical  Process  Control 
to  themselves.  Management  personnel,  as  well  as  line  workers,  were  included. 

Did  it  work?  Ask  John  Deere.  Or  Toro  Wheelhorse.  Or  Donaldson  Company.  Or  Amana 
Refrigeration.  Or  any  Fansteel  Washington  customer  that  requires  the  quality  to  be  built  in 
through  SPC.  At  Fansteel  Washington 
Manufacturing,  we  move  in  Quality 
Circles.  It's  one  more  reason  it  will  pay 
you  to  know  more  about  us. 


Washington  Manufacturing  supplies  wire/orms 
and  fasteners  to  a  wide  variety  of  industries 
ranging  from  appliances  to  recreational  products. 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Aircraft/  Aerospace  and  Weapon  System  Components, 
Forgings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 
Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 


L7ansteel 

1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 


Learn  Why 
Investors  Just  like  You 
Diversify  Overseas 


The  answers  may  surprise  you,  especially  if  you've  always 
thought  international  investing  was  too  complex  or  specu- 
lative to  be  a  part  of  your  portfolio.  Now,  to  help  you  deter- 
mine what  kind  of  role  overseas  investments  can  play  in 
your  investing,  Fidelity  Investments  has  created  a  valuable 
new  common  sense  guide. 

Call  For  A  Free  Guide  About 
How  International  Investing 
Can  Work  For  You 

In  a  recent  study,  many  investors  felt  that,  on 
average,  nearly  one-fourth  of  their 

investments  should  be  overseas. 

And  their  number  one  reason 
was  diversification.' 

Of  course,  there  are 
other  reasons  for  looking 
overseas,  but  special 
risks  to  consider  as 
well.2  That's  why  Fidelity 
has  developed  Investing 
In  International  Stock 
Funds.  It's  a  comprehen- 
/'  - '■/    sive,  easy-to-understand 
Z         guide  to  exploring  opportunities 
outside  the  U.S.,  and  it's  available  to 
you  as  a  booklet  or  an  interactive  diskette 
for  DOS  or  Macintosh  personal  computers 
with  color  monitors.3 


— i 
\ 

Now  Available 
On  Diskette 


What  You'll  Find  Inside  Fidelity's 
Common  Sense  Guide: 


"How  can  I  expand  growth  opportuni- 
ties while  reducing  my  overall  portfolio 
risk?" 


"Which  overseas  markets  have  out- 
performed the  U.  S.  in  recent  years? ' 


"What  impact  do  foreign  currencies 
and  political  and  economic  factors 
have  on  international  investments?" 


"How  can  I  determine  which  type  of 
international  fund  may  be  best  for 

me?" 


m 


Call  for  your  free  booklet  or  interactive 
diskette.  Or  call  for  the  address  of  the  Fidelity 
Investor  Center  nearest  you  where  you  can 
discuss,  in  person,  how  overseas  investing  can 
help  you  meet  your  long-term  goals. 

Visit  a  Fidelity  Investor  Center  or 
Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


2r 

'Quantitative  research  study  conducted  by  an  independent  research  firm  on  behalf  of  Fidelity  Investments.  Interviews  were  conducted  with  4O4  Fidelity  current  or  prospec- 
tive international  investors.  There  are  greater  risks  associated  with  international  investing  when  compared  to  U.S.  markets.  The  interactive  diskette  can  also  be  used  on 
computers  with  gray  scale  monitors.  For  more  complete  information,  including  charges  and  expenses,  on  any  Fidelity  international  fund,  call  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  spend  money.  Fidelity  Distributors  Corporation. 


The  overall  market 


BY  ERIC  S.  HARDY 


s&p/Barra  Growth  index 
vcd  a  4%  total  return  in  1993, 
is  a  19%  return  in  the  s&p/Barra 
e  index.  But  this  hasn't  prevent- 
ames  Stowers  IITs  Twentieth 
tury  Ultra  Investors-a  growth 
folio  dedicated  to  momentum 
Jting-frorn  posting  a  22%  gain 
>93. 

hen  growth  stocks  are  hot,  Ultra 
ually  near  the  head  of  the  pack. 

how  does  Stowers  beat  the 
cet  when  value  stocks  are  the 
"ites?  Lately  he's  been  increasing 
loldings  of  foreign  stocks.  Such 
s  now  make  up  about  20%-a  his- 

high-of  the  Ultra  fund.  Stowers 
s  several  Canadian  stocks,  includ- 
Dott,  a  beverage  distributor  trad- 
t  36  times  trailing  earnings,  and 
al  networks  supplier  Newbridge 
vorks.  Six  Japanese  growth 
ss,  including  gamemaker  Sega 
rprises  and  pharmaceutical  maker 
yo,  are  also  in  this  portfolio. 


racial  focus 


opefu]  turnarounds:  Value  Line  rates 
ese  companies  as  financial  w  eaklings 
II  eight  stocks  have  C++  ratings),  but 
e  Institutional  Brokers  Estimate 
stem  expects  at  least  12%  annual  earn- 
gs  growth  over  the  next  five  years.  In 
dition,  these  stocks  sell  for  no  more 
an  15  times  estimated  1994  profits. 
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The  Barra  All-US  price  index  as  of  1/6/94 

Market  value:  $5,194.5  billion 
P/E:  25.8 

P/E  minus  negative  EPS:  17.7 
Price/book:  2.8 
Yield:  2.4% 


12-month  closeup 


■  Barra  index 

a  200-day  moving  average 
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Closeup  on  the  market 

Index  or  investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  Index 

0.4  % 

J 

10.1  % 

-0.5% 

S&P/Barra  Growth  Index1 

0.0 

3.5 

-0.9 

S&P/Barra  Value  index ; 

0.0 

18.7 

-0.8 

Dow  Jones  industrials 

1.2 

_l 

16.4 

0.0 

S&P500 

-0.1 

1 

8.4 

-0.8 

NYSE 

0.2 

1 

9.2 

-0.6 

Nasdaq 

2.9 

15.1 

-0.9 

Amex 

2.9 

20.6 

-1.1 

EAFE 

0.7  ~ 

i 

32.0 

-6.6 

CRB  futures  index4  5 

1.1 

J 

12.5 

-10.2 

Gold  ■  (Comex  spot) 

0.9 

■ 

18.4 

-7.9 

Yen  (per  $US) 

1.6 

-10.0 

-29.7 

Oil  (W  Texas  Intermediate) 

7.7 

-18.5 

-62.5 

The  best  and  worst  performing  stocks6 


2-week 

1994 

2-week 

1984 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

McGaw 

15i/4 

54% 

$0.83 

US  Banknote 

43/8 

-30% 

$0.67 

Manugistics  Group 

13 

37 

0.65 

Mobile  Telecomm  Tech 

17 

-29 

0.48 

Synetic 

121/4 

36 

NA 

Structural  Dynamics  Res 

133/4 

-22 

0.75 

Kelley  Oil 

12i/8 

35 

0.50 

Babbage's 

ll7/s 

-19 

1.61 

Intelcom  Group 

183/4 

34 

-0.58 

NL  Industries 

43/4 

-17 

-0.50 

The  best  and  worst  performing  industry  factors6 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/93 

Worst 

change 

12/31/93 

Coal  &  uranium 

16.2% 

12.1% 

Photographic,  optical 

-21.6% 

-22.3% 

Precious  metals 

8.0 

7.8 

Beverages 

-4.2 

-6.8 

Forest  products 

7.5 

5.5 

Retail 

-3.9 

-3.5 

Oilfield  services 

6.1 

3.7 

Broadcasting,  publishing 

-3.0 

-3.5 

Paper 

6.0 

4.5 

Household  products 

-3.0 

_±f  J 

urce:  Value  Line,  via  OneSource  Information  Services. 


ta  for  period  ending  1/6/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common.  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
AORs.  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
more  than  1,000  stocks  from  Europe,  Australia.  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
I  Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size, 
i  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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The  biggest  new  issues1 


Offer 

Offer 

12/31/93 

Offering 

Lead 

Performance  to  date 

Company/business  Exchange 

date 

price 

price 

($mil) 

underwriter 

absolute 

rel  to  mkt2 

Vesta  Insurance  Group/prop  &  casulty  insurance 

n 

11/10/93 

25 

25 

$225 

Morgan  Stanley 

0% 

99 

J&L  Specialty  Steel/stee!  products 

n 

12/14/93 

14 

WA 

218 

Merrill  Lynch 

16 

115 

Talbots/women's  apparel  stores 

n 

11/18/93 

19'/2 

26  V2 

212 

Merrill  Lynch 

36 

135 

Cameo  Intl/oilfield  equip  &  sves 

n 

12/9/93 

15 

163/8 

206 

Lazard  Freres 

9 

109 

Masland/auto  carpets 

0 

10/27/93 

17 

20% 

191 

Goldman  Sachs 

22 

122 

Paul  Revere/disability  insurance 

n 

10/26/93 

25 

24 '/4 

188 

Salomon  Brothers 

-3 

97 

American  Mobile  Satellite/satellite  comm  sves 

0 

12/13/93 

21 

20 '/2 

179 

DLJ 

-2 

97 

Gateway  2000/mail  order  personal  computers 

0 

12/7/93 

15 

195/8 

164 

Goldman  Sachs 

31 

131 

Foarnex  Intl/foam  prods 

0 

12/7/93 

15 

17 

161 

DLJ 

13 

113 

OM  Group/chemicals 

0 

10/12/93 

14 

20  Vs 

154 

Lehman  Brothers 

47 

146 

Performance  update 


The  best  new  issues1 


Offer  Offering 


Lead 


Performance  to  date 


Company/business 

price 

(Smil) 

underwriter 

absolute 

rel  to  mkt2 

IVI  Publishing/medical  &  health  care  info 

14V2 

$17 

Invemed  Associates 

102% 

199 

Monterey  Pasta/food  processing 

6 

12 

Franklin  Lord 

96 

196 

Acres  Gaming/elec  gaming  sys 

5 

7 

Steichen 

90 

189 

Detroit  Diesel/diesel  engines 

20 

95 

Merrill  Lynch 

80 

177 

Boston  Chicken/restaurants 

20 

38 

Merrill  Lynch 

80 

178 

The  worst  new  issues1 


Company/business 


Offer  Offering 
price  (Smil) 


Lead 
underwriter 


Performance  to  date 
absolute   rel  to  mkt2 


In  the  late  stages  of  a  bull  market,  just 
about  everyone  makes  money  on  new 
issues.  Last  year  underwriters  hauled 
in  fees  on  $34  billion  in  new  equity 
raised  for  592  new  offerings.  Buyers 
lucky  enough  to  be  allowed  in  on  the 
hot  deals  made  instant  paper  profits 
on  the  first  day  of  trading. 

Can  this  torrid  pace  continue? 
Robert  Natale,  vice  president  of 
equity  research  at  Standard  &  Poor's, 
expects  a  healthy  volume  of  under- 
writings  in  1994,  but  thinks  it  won't 
mateh  last  year's  record.  "I  expect  a 
market  correction,"  explains  Natale. 

In  1993  the  insurance  industry 
raised  $6.4  billion  as  33  firms  came  to 
market.  The  biggest  offering  was 
$2.1  billion  of  common  stoek  in 
Sears,  Roebuck's  Allstate  Insurance, 
followed  by  the  $  1  billion  deal  for  TIG 
Holdings,  a  former  Transamerica 
unit.  But  the  threat  of  health  care 
reform  caused  a  sharp  drop-off- both 
in  number  and  volume-of  issues  in 
this  sector. 

While  Goldman,  Sachs  remained 
the  leading  equity  underwriter,  Mer- 
rill Lynch  jumped  from  fourth  place 
to  second  by  acting  as  lead  manager 
on  $3  billion  in  new  issues,  almost 
double  its  1992  volume.  Merrill's 
biggest  stock  deals  in  1993:  Well- 
point  Health  Networks,  Bankers  Life 
Holding  and  American  Re. 

Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offer  date  of  10/1/93  to  12/31/93,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or 
more.  Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  andl 
spinoffs.  'Last  quarter.  2The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  3Latest  12  months.  Source:  Securities  Data  Co. 


Harvey  Universal/chemicals 

8 

$10 

Mathews  Holmquist 

-45% 

55 

Cobra  Industries/recreational  vehicles 

14 

33 

Bear  Stearns 

-43 

57 

Big  Entertainment/comic  books 

8 

12 

RAS  Sees 

-41 

59 

Renaissance  Golf  Prods/golf  equip 

5'/2 

8 

Toluca  Pacific  Sees 

-39 

61 

Aprogenex/diagnostic  test  sys 

83/4 

11 

HJ  Meyers 

-37 

63 

The  most  active  investment  bankers 


Industries  going  public 


Onderwriter 

Total 
offerings 

Total  raised 
($mil) 

Industry 

Total 
offerings 

Total  raised 
($mil) 

Goldman  Sachs 

21 

$4,314 

Manufacturing 

236 

$8,824 

Merrill  Lynch 

25 

3,000 

Insurance 

32 

6,428 

Morgan  Stanley 

21 

2,657 

Retailing 

39 

1,925 

Salomon  Brothers 

19 

2,210 

Services 

81 

1,860 

DU 

22 

1,945 

Communications 

21 

1,798 
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Northwestern  Mutual  Life  has  always 
■eceived  the  highest  possible  ratings  from 
Moody's,  Standard  &  Poor's,  A.M.  Best  and  Duff 

Phelps.  It  has  been  voted  "die  most  financially  sound 
ife  insurance  company"  every  year  in  a  survey  sponsored 
>y  FORTUNE®  magazine.  When  you  have  a  new  reason 
or  wanting  the  most  secure  life  insurance,  talk  to 
he  Quiet  Company.  Northwestern  Mutual  Life. 


Northwestern 
Mutual  Life 

The  Quiet  Company® 


099 


NORTHWESTERN  MUTUAL  LIFE  IS  AN  ADVERTISING  SPONSOR 
DF  THE  1994  WINTER  OLYMPICS  BROADCAST  ON  CBS. 

)  [994  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wisconsin. 


Some  investment  letters  do  well  only  in  bull  markets, 
others  in  bear,  but  a  handful  are  all-weather  performers. 

Handicapping 
the  handicapped 

By  Mark  Hulbert 

IF  YOU'VE  NEVER  taken  the  investment 
letter  business  seriously,  consider 
what  youe|>je  missing:  a  thriving  in- 
dustry with  an  estimated  combined 
circulation  of  2  million,  revenues  of 
$500  million,  and  a  performance  rec- 
ord that  compares  well  with  that  of 
the  much  more  widely  followed  mu- 
tual fund  industry. 

As  with  funds,  so  with  letter  writers: 
There  are  traps  for  unlucky  investors. 
The  worst  of  the  breed,  the  Granville 


Rating  the  market  letters 


Performance 

Newsletter 

Editor 

Phone 

Annual 

—Total  return- 

Risk1 

Relative 

UP 

DOWN 

number 

subscrip- 

annual average 

Sharpe 

—markets— 

tion  price 

6/83 

8/87 

ratio2 

toll/93 

toll/93 

C 

B 

Addison  Report 

Andrew  L  Addison 

508-528-8678 

S175 

7.9% 

5.2% 

low 

NM 

A  + 

■C 

Bl  Research 

Tom  Bishop 

90 

NA 

18.9 

very  high 

2.2 

■B 

■D 

Better  Investing 

Donald  Danko 

313-543-0612 

17 

NA 

4.6 

high 

NM 

B 

D 

Big  Picture 

Stephen  Leeb/Walter  Pierce 

703-548-2400 

127 

5.3 

10.3 

high 

1.2 

■B 

■C 

Bob  Brinker's  Marketimer 

Robert  Brinker 

407-784-5003 

185 

NA 

6.3 

average 

0.4 

C 

■B 

Bob  Nurock's  Advisory 

Robert  Nurock 

800-227-8883 

247 

NA 

2.0  . 

low 

-0.9 

C 

D 

Cabot  Market  Letter 

Carlton  Lutts 

508-745-5532 

250 

4.2 

5.8 

high 

NM 

■B 

■B 

Cabot's  Mutual  Fund  Navigator 

Timothy  W  Lutts 

508-745-5532 

86 

NA 

8.3 

low 

0.9 

C 

c 

California  Technology  Stock  Letter 

Lissa  Morgenthaler/Michael  Murphy 

415-726-8495 

270 

4.8 

10.9 

average 

1.4 

A 

B 

Chartist 

Dan  Sullivan 

310-596-2385 

150 

14.8 

12.7 

high 

1.5 

F 

A 

Dines  Letter 

James  Dines 

195 

-0.6 

-12.8 

very  high 

-2.4 

■C 

■B 

Donoghue's  Moneyletter 

Ann  Needle 

508-881-2800 

127 

NA 

6.6 

low 

0.5 

B 

C 

Dow  Theory  Forecasts 

Charles  Carlson 

219-931-6480 

233 

9.7 

4.2 

average 

-0.1 

A 

D 

Emerging  &  Special  Situations 

Robert  Natale 

800-852-1641 

228 

8.6 

9.1 

very  high 

0.9 

■B 

■D 

Equities  Special  Situations 

Robert  J  Flaherty 

800-237-8400 

150 

NA 

5.3 

high 

NM 

C 

B 

Fabians'  Investment  Resource 

Douglas  Fabian 

800-950-8755 

137 

7.5 

8.8 

low 

1.1 

■A 

■C 

Fidelity  Monitor 

Jack  Bowers 

800-397-3094 

96 

NA 

15.2 

high 

2.1 

■C 

■A  + 

Fund  Exchange 

Paul  Merriman 

800-423-4893 

125 

NA 

9.1 

very  low 

1.8 

■A 

■C 

Fundline 

David  Menashe 

127 

NA 

11.2 

high 

1.4 

A 

F 

Granville  Market  Letter 

Joseph  Granville 

816-474-5353 

250 

-23.2 

-10.8 

very  high 

NM 

G 

B 

Growth  Fund  Guide 

Walter  Rouleau 

605-341-1971 

89 

7.2 

3.9 

very  low 

-0.6 

D 

A 

Growth  Stock  Outlook 

Charles  Allmon 

301-654-5205 

195 

7.4 

5.8 

very  low 

0.0 

Ail  data  through  Nov.  30;  ratings  cover  letters  with  a  predominant  equity  focus.  ■  Newsletter  rated  for  two  periods  only.  NA:  Not  available  or  not  applicable.  NM:  Not 
meaningful.  '  Measured  by  volatility  of  monthly  returns  since  Aug.  31,  1987.  2  Measures  how  effectively  a  newsletter  has  delivered  returns  commensurate  with  its 
risk  level.  A  portfolio  just  as  good  as  the  market  in  delivering  reward  for  risk  gets  a  score  of  l.O.  A  score  between  O  and  1.0  means  the  newsletter  porfolio  beat  riskless 


The  honor  roll 


Performance 

Newsletter 

—Total  return- 

Risk1 

Relative 

UP  DOWN 

annual  average 

Sharpe 

—markets— 

6/83 
to  11/93 

8/87 
to  11/93 

ratio2 

A  B 

Chartist 

14.8% 

12.7% 

high 

1.5 

■A  iB 

Investment  Quality  Trends 

NA 

12.9 

low 

2.1 

■B  «A 

Investors  Intelligence 

NA 

9.5 

low 

1.4 

B  A 

Systems  and  Forecasts 

12.5 

11.6 

very  low 

2.5 

■A  "B 

Value  Line  Convertibles 

NA 

14.4 

average 

2.1 

B         A  + 

Zweig  Forecast 

13.4 

11.9 

low 

2.0 

B  A 

Zweig  Performance  Ratings  Report 

12.6 

11.0 

very  low 

2.0 

132 
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ting  the  market  letters 


rformance 

Newsletter 

Editor 

Phone 

Annual 

—Total  return- 

Risk1 

Relative 

P  DOWN 

number 

subscrip- 

annual average 

Sharpe 

markets — 

tion  price 

6/83  8/87 

ratio2 

to  1 1/93  to  1 1/93 

Harry  Browne's  Special  Reports 

Harry  Browne 

onn  co i  c  1  /to 

800-531-5142 

$225 

7.1%  3.5% 

very  low 

-1.4 

■n 

Insiders 

Norman  Fosback/Glen  King  Parker 

onn  a  no  nnnn 

800-44Z-9000 

49 

NA  8.6 

very  high 

0.9 

International  Harry  Schultz  Letter 

Harry  Schultz 

mi  ooi  ceo  oco  a 
Ull-3Zl-b5J-3b84 

97C 

2/5 

n  c               0  c 

-U.5  -o.b 

average 

1  n 

-1.9 

■A  + 

Investech  Market  Analyst 

James  B  Stack 

AnC  OCO  0777 

4Ub-obZ-//// 

1  7C 

1/5 

NA  9.1 

very  low 

1.8 

■A 

Investech  Mutual  Fund  Advisor 

James  B  Stack 

406-862-7777 

175 

NA  9.4 

very  low 

2.0 

■  A 
■A 

Investment  Horizons 

beraiu  rerriu 

onn  ooc  cn a  i 
8UU-3Zb-by41 

1  nc 
195 

MA                 c  n 

NA  b.9 

very  low 

n  c 

O.b 

■R 

Inwocfmont  Oii^litw  Tronrlc 

invcbifncni  wudiuy  irenus 

Geraldine  Weiss 

CIO.  ^ CQ  00  1  Q 

97C 
Z/0 

MA                19  0 

NA  iz.y 

low 

9  1 
Z.l 

eP 
■B 

Investment  Reporter 

Canadian  Business  Service 

n  1  c  ocn  1177 
41b-oby-JJ// 

OCT 

25/ 

MA                     0  A 

NA  8.4 

high 

n  n 

o.y 

r 
l» 

Investor's  World 

John  Dessauer 

om  40/1  oonn 
3U1-4Z4-J7UU 

1  oc 
195 

10  1                     0  C 

13.1  o.b 

high 

n  n 

o.y 

■A 

Investors  Intelligence 

Michael  Burke 

914-632-0422 

175 

NA  9.5 

low 

1.4 

A 
A 

Kinsman's  Stock  Pattern 

Robert  Kinsman 

707  not  ccnA 
/U7-yjb-boU4 

nnc 
995 

C  C                   0  1 

b.b  3.1 

very  low 

1  A 

-1.4 

mC 
■L 

LaLoggia's  Special  Situation  Report 

Charles  LaLoggia 

7 1  c  ooo  1  o/in 
/  lb-ZJZ-lZ4U 

99A 

ZjU 

ma            q  q 
NA  i.i 

high 

0  1 

-U.l 

+  >D 

MPT  Review 

Louis  Navellier 

7no  001  ionc 

OOC 

ZZD 

MA                   1  0  0 

NA  le.Z 

very  high 

1  0 

i.y 

■  P. 

Margo's  Market  Monitor 

Margo  Parrish 

cn  oci  nono 
D 1  / -Ho  1-UJU/i 

1  9C 
IZD 

ma             1  q 
NA  Li 

average 

n  0 

— u.y 

c 

Market  Logic 

Norman  Fosback/Glen  King  Parker 

800-327-6720 

95 

8.5  5.3 

average 

NM 

■  A 
■A 

Marketarian  Letter 

Gerald  Theisen/Jeff  Helleberg 

onn  ceo  Aqoc 
6UU-bbe-4.jZo 

99C 

MA                     C  1 

NA  b.l 

low 

n  q 
U.3 

+  *D 

Medical  Technology  Stock  Letter 

Jim  McCamant 

cin  Q/10   i  QC 7 

j1U-04o-10j7 

990 

oZU 

MA               1  q  A 
NA            J  j.4 

very  high 

1  A 

1.4 

■r 

■L, 

Mutual  Fund  Forecaster 

Norman  Fosback/Glen  King  Parker 

onn  007  cvon 
OUU-jZ/-b/ ZU 

AO 

4y 

MA                 0  C 

NA  y.b 

high 

1  0 
l.U 

■  A 
■A 

Mutual  Fund  Investing 

Jay  Schabacker 

onn  777  enne 
oUU-///-3UUb 

1 77 

MA               c  q 
NA  b.J 

very  low 

0  A 

U.4 

■A 

Mutual  Fund  Letter 

Gerald  Perritt 

800-326-6941 

79 

NA  7.1 

very  low 

0.7 

■  A 
■A 

Mutual  Fund  Strategist 

Charlie  Hooper 

ono  ccq  oci o 
OUZ-bOO-ojlo 

1/10 

143 

MA                 C  1 
NA  b.l 

average 

0  q 
U.o 

U 

New  Issues 

Norman  Fosback/Glen  King  Parker 

onn  007  c7on 
oUU-oZ/-b/ZU 

oc 

yb 

a"  7            1  q  n 
4.7           13. U 

very  high 

1  c 
1.5 

I; 

NoLoad  Fund 

Burton  Berry/Janet  Brown 

/1 1  C  ooc  7070 

4iD-yob-/y/y 

1 1 0 
ny 

0  0                 C  A 

y.y  b.4 

average 

0  A 
U.4 

■  D 

No-Load  Fund  Investor 

Sheldon  Jacobs 

Ql  /I  coo  7/ion 

yi4-byj-/4zu 

1  00 

iuy 

ma            o  q 
NA  o.j 

low 

0  0 

u.y 

B 

Option  Advisor 

Bernard  Schaeffer/Robert  Bergen 

800-327-8833 

180 

-7.2  -1.6 

very  high 

NM 

+  *D 

uil  insignt 

Jim  Collins 

onn  occ  occc 

ouu-yoo  yobb 

9QC 

zys 

MA               9A  q 
NA  Z4.J 

very  high 

9  q 

Z.J 

r 
L 

UUIIOOK 

Arnold  Kaufman 

onn  9C9  l  c/i  i 

oUU-OOZ-1041 

990 

zou 

9  7                 A  A 
o.l  4.4 

low 

n  1 
-u.l 

■  D 

Personal  Finance 

Stephen  Leeb 

7no  t/t o  oyinn 
/UJ-048-Z4UU 

qo 

jy 

MA                 7  0 
NA  /.U 

low 

n  c 
U.b 

A  J_ 

At 

Peter  Dag  Investment  Letter 

George  Dagnino 

900  Q00  9799 
OUU-Ojj-Z/OZ 

9  CO 
ZjU 

Q  q               9  9 
yj  0.0 

very  low 

1  c 

l.b 

■B 

Plain  Talk  Investor 

Fred  Gordon 

708-564-1955 

135 

NA  3.4 

average 

-0.3 

A 

Princeton  Portfolios 

Michael  Gianturco 

010  717  £1  on. 

ooc. 

LLD 

1  0  £                     C  Q 

very  high 

0  A 

\jA 

D 

Professional  Tape  Reader 

Stan  Weinstein 

jjU 

no           q  0 

very  low 

0  fi 
— L.\J 

D 
D 

Professional  Timing  Service 

Curtis  Hesler 

loD 

L.J  J.U 

low 

fi  fi 

U.u 

i  r 

+  r 

Prudent  Speculator 

Al  Crinl/ 

ai  rranK 

j1U-jo/-/41U 

1 7R 
1/0 

7  ^  10 

/.J  —l.L 

very  high 

NM 
NIVl 

c 

Ruff  Times 

Howard  Ruff 

801-489-8681 

149 

1.6  0.2 

average 

-1.2 

Sector  Funds  Newsletter 

Lato  d  unrn 

ciq  7/io  none. 
biy-/lo-UoU3 

1 1  7 
11/ 

MA                  1  C 
vin  —1.0 

high 

fi  fi 

-U.o 

■  A 

■A 

Stockmarket  Cycles 

Peter  Ehades 

707  C7Q  91/1/1 
/U/-J7y-B444 

1QQ 

lyo 

MA               A  n 

low 

fi  R 

■A  + 

Switch  Fund  Timing 

David  G.  Davis 

7 1  c  ooc  0199 

1 1  Q 
1 1 3 

NA                Q  ^ 
Yin  j.j 

very  low 

A 
A 

Systems  and  Forecasts 

Gerald  Appel 

C1C  Q9Q  C/1/1/1 

jlu-flZj-0444 

Llj 

1 9  £              11  fi 
IL.j              Li.  0 

very  low 

9  R 

L.J 

c 

United  &  Babson  Investment  Report 

Sidney  McMath 

617-235-0900 

238 

3.3  0.9 

average 

-1.0 

■  D 

United  Mutual  Fund  Selector 

Jack  Walsh 

ci 7  90c  noon 

19C 
IZD 

Ni               9  1 

low 

n  o 

U.3 

■  D 

■d 

Value  Line  Convertibles 

F  Barry  Nelson 

onn  coa  qcoq 
0UU-Oj4-jj0j 

4/D 

MA  1/1/1 
NA  14.4 

average 

9 1 

Z.l 

U 

Value  Line  Investment  Survey 

Value  Line,  Inc 

onn  co/i  qc,9q 

DZD 

117  if>9 
11./  lu.Z 

high 

1  9 

l.Z 

U 

Value  Line  OTC  Special  Situations 

Peter  A  Shraga 

onn  coa  qcoq 
8UU-uJ4-o00o 

qon 

9 1\  11/1 
0.4  11.4 

very  high 

1  9 
l.Z 

■c 

Volume  Reversal  Survey 

Mark  Leibovit 

602-282-1275 

360 

NA  -1.3 

average 

-1.5 

■n 

Wall  Ctroot  Hiaocf 
Wall  OLICCl  UlgcSl 

UulldlU  f\UWc 

813-954-5500 

010  JJH  JJUU 

NA         -2  2 

hioh 
lllgll 

-(1  9 

V.J 

■F 

Wall  Street  Generalist 

Ray  Hines 

813-366-5645 

160 

NA  -18.5 

very  nigh 

NM 

■A  + 

Your  Window  Into  The  Future 

James  Moore 

612-537-8096 

99 

NA  -32.0 

very  high 

-1.6 

A  + 

Zweig  Forecast 

Martin  Zweig 

516-785-1300 

265 

13.4  11.9 

low 

2.0 

A 

Zweig  Performance  Ratings  Report 

Michael  Schaus 

516-785-1300 

205 

12.6  11.0 

very  low 

2.0 

C 

Wilshire  5000  total  return  index 

13.2  9.1 

average 

1.0 

iury  bills  but  didn't  achieve  the  market's  reward-to-risk  peformance.  A  score  below  0  means  the  portfolio  did  worse  than  T  bills, 
e-  Hulbert  Financial  Digest. 
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Market  Letter,  has  lost  a  staggering 
23%  a  year  over  the  past  decade  for  its 
subscribers.  But  consider  the  other 
side  of  the  coin:  30%  of  the  72  letters 
followed  since  the  high  just  before  the 
October  1987  crash  by  the  Hulbert 
Financial Digest\\&\c  beaten  the  mar- 
ket over  those  two  market  cycles.  Two 
of  five  equity  funds  have  beaten  the 
market  over  that  period. 

But  the  letters  were  operating  at  a 
disadvantage  in  this  bull  market:  They 
were  conservatively  sitting  on  a  lot  of 
cash  .  Over  the  last  decade  the  average 


investment  letter  portfolio  held  48% 
in  cash,  five  times  the  average  cash-to- 
assets  ratio  of  equity  mutual  funds. 
The  bull  market  won't  last  forever, 
and  during  bear  markets  letters  with  a 
defensive  posture  could  go  well  ahead 
of  funds. 

The  Hulbert  Financial  Digest  has 
tracked  performance  of  investment 
letters  for  13V2  years.  Now  we  have 
fed  our  database  into  the  Forbes 
fund-rating  system,  which  scores 
monev  managers  separately  in  bull 
and  bear  markets.  This  makes  it  rela- 


tively easy  to  compare  the  stock-pic! 
ing  and  market-timing  skills  of  tlj 
letter  writers  with  those  of  mutu 
fund  managers.  As  with  funds,  so  wil 
tip  sheets:  It's  easy  to  be  aggressb 
and  do  well  in  bull  markets  (like  \x>\\ 
Navellier's  mvt  Review),  or  defensh 
and  do  well  in  bear  markets  (lil« 
George  Dagnino's  Peter  Dag  hives 
ment  Letter),  but  it's  pretty  hard  to  d 
well  in  both  environments  (like  Ma 
tin  Zweig's  Zweig  Forecast  and  Da 
Sullivan's  Chartist). 

The  honor  roll  on  page  132  cot 


Michael  Burke 

Investors  Intelligence 


Why  is  Michael  Burke, 
editor  of  Investors  Intelli- 
gence, almost  unknown 
on  Wall  Street?  He's  been 
an  investment  adviser  for 
30  years,  a  very  long  tenure 
in  this  business  of  johnny- 
come-latelies.  One  of  his 
indicators,  the  "Bearish 
Sentiment  Index,"  is  ex- 
tremely well  known,  be- 
ing often  cited  by  many 
other,  more  famous  com- 
mentators. Finally,  Burke's 
record  is  darned  good. 
He's  one  of  just  7  among 
72  letter  writers  that 
make  the  Honor  Roll  on 
page  132. 


Burke  lacks  name  rec- 
ognition for  a  simple  rea- 
son: He  doesn't  want  it. 
He  wants  to  avoid  Joe 
Granville's  fate. 

Burke  traces  Gran- 
ville's downfall  to  early 
1981,  when  the  latter's 
photograph  appeared  on 
the  front  page  of  the  Hew 
York  Times.  Burke  suspects 
the  ensuing  publicity  and 
attention  tempted  Gran- 
ville into  grandstanding 
with  outlandish  predic- 
tions. Crawling  out  on  a 
limb,  Granville  crashed  to 
the  ground  when  his  limb 
broke,  and  today  he  is  the 
standout  worst  of  the  let- 
ter publishers  evaluated  by 
the  Hulbert  Financial 
Digest. 

The  self-effacing 


Burke,  56,  signed  up  as  an 
assistant  to  his  newslet- 
ter's founder,  Abraham 
Cohen,  shordy  after 
graduating  from  Baruch 
College  in  1963,  and  he's 
been  working  at  the  publi- 
cation ever  since.  As  edi- 
tor and  part  owner  since 
1982,  when  Cohen  suf- 
fered a  stroke,  Burke  has 
built  circulation  for  Inves- 
tors Intelligence  and  related 
products  up  to  10,000 — 
not  bad,  with  an  average 
subscription  rate  of  $150 
and  minimal  overhead. 

Subscribers  who  follow 
Burke's  advice  don't  make 
a  killing,  but  they  have 
beaten  the  market  and  with 
low  risk.  I've  been  follow- 
ing the  letter  only  since 
1987,  but  over  the  past 


The  Bearish  Sen- 
timent Index 
says  that  a  lot  of 
other  letter 
writers  are 
worried  about 
a  correction.  So 
Burke  is  bullish. 


two  market  cycles  (since 
Aug.  31,  1987),  Burke 
has  edged  out  the  Wilshir 
5000 — while  incurring 
only  two-thirds  of  the  Wi 
shire's  risk. 

Burke  constructs  his 
famed  sentiment  indicatoi 
every  week  by  classifying 
the  universe  of  investmen 
letters  into  three  camps: 
outright  bullish,  outright 
bearish,  or  those  that  are 
bullish  but  expecting  a  col 
rection.  Currently  his  tal- 
ly shows  advisers  to  be  quit 
cautious,  if  not  outright 
bearish — which  makes 
Burke  bullish.  Since  he 
figures  the  crowd  is  usuall 
wrong,  he  concludes  that 
the  bull  market  still  has  at 
least  several  more  months 
of  life. 

Burke's  model  portfo- 
lios are  nearly  fully  investe 
now.  Recent  purchases 
include  the  Fidelity  Select 
Chemicals  Fund,  petro- 
chemicals maker  Sterling 
Chemicals  and  Choles- 
tech,  which  manufactures 
cholesterol  testing  kits. 

What  does  he  see  in 
these  companies?  The  reti 
cent  Burke  is  almost  re- 
luctant to  discuss  it.  By  wa 
of  answer,  he  merely 
paraphrases  Bernard  Ba- 
ruch: "Never  tell  people 
you  bought  a  stock  since  i 
prevents  you  from  acting 
objectivelv  when  you  sell 
it."  -M.H.  ■ 
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of  letters  that  earn  honor  grades 
>oth  up  and  down  markets.  We 
her  tightened  the  list  by  limiting  it 
:tters  that  deliver  more  return  per 

of  risk  than  a  hypothetical  portfo- 
:onsisting  of  the  entire  market, 
t  cutoff  is  indicated  by  a  relative 
•pe  ratio  greater  than  1.0. 
'  you  want  to  manage  your  own 
ley  with  the  help  of  an  investment 
:r,  you  will  have  to  work — fre- 
ntly  calling  the  letter's  telephone 
line,  if  it  has  one,  and  then  your 
ter.  But  I  have  attempted  to  re- 


flect in  my  performance  data  the  real- 
world  experiences  of  a  typical  sub- 
scriber. The  gains  and  losses  take  into 
account  mail  delays,  commissions, 
transaction  costs  and  dividends. 

The  Forbes  system  for  awarding 
grades  works  this  way:  Performances 
are  compared  with  market  averages, 
adjusted  to  moderate  the  impact  of 
winning  and  losing  streaks,  and  com- 
pared with  the  performances  of  peers. 
Grades  are  awarded  on  the  curve:  The 
best  5%  get  A+;  the  next  20%,  A;  the 
next  25%,  B;  the  next  25%,  C;  the  next 


20%,  D;  the  bottom  5%,  F. 

This  survey  rates  portfolios  that  are 
predominantly  equity  oriented,  ex- 
cluding those  that  focus  on  gold, 
bonds  or  international  investments.  If 
a  letter  had  more  than  one  eligible 
portfolio,  it  was  graded  on  the  basis  of 
their  average  performance. 

Up  periods  as  defined  by  Forbes 
were  luly  31,  1984  to  Aug.  31, 1987; 
Nov.  30,  1987  to  May  31,  1990;  and 
Nov.  30, 1990  to  Nov.  30, 1993.  The 
down  periods  consist  of  the  remain- 
ing months  since  June  30,  1983.  H 


raldine  Weiss 

•stment  Qviality 
ids 


aldine  Weiss,  67, 
3een  publishing  for  al- 
t  as  long  as  Burke  has 
l  in  the  letter  business, 
started  her  letter  in 
5  because  she  felt  then 
brokerage  firms 
Id  hire  women  only  for 
^tariaJ  jobs.  She's  en- 
lg  the  last  laugh: 
>ng  the  4,000  sub- 
>ers  to  her  market- beat- 
low-risk  letter  are  a 
»f  stockbrokers  who 
ir  her  service  to  what 
get  from  their  firms' 
irch  departments, 
any  money  manag- 
^specially  those  of  a 
ic  Ben  Graham  per- 
ion,  consider  dividends 
one  indicator  of  val- 
;or  Weiss,  dividends  are 
nost  important  indi- 
r  of  value.  Her  magic 
mla  is  to  buy  stocks 
se  yields  are  near  the 
end  of  their  histori- 
anges,  and  sell  them 
n  the  yields  drift 
n  to  the  low  end. 
ow  did  she  arrive  at 
simple  ruler  Trial  and 
r.  As  a  teenager,  she 
every  book  on  invest- 
ihe  could  find  at  her 
:  branch  of  the  San  Die- 
ublic  library.  Over 


the  years  she  proceeded  to 
try  out  virtually  every 
method  those  books 
preached.  She  says  she  ar- 
rived at  dividend  yield  un- 
der the  influence  of  her 
father,  an  active  investor,  as 
well  as  Graham's  writing. 

If  Weiss  were  a  pure 
Grahamite,  she  would  be 
leery  of  growth  stocks 
with  low  yields.  The  Weiss 
yield  approach  doesn't 
forbid  growth  stocks — 
among  her  current  rec- 
ommendations are  Milli- 
pore,  with  a  P/E  of  36, 
and  Safety  Kleen,  with  a  P/E 
of  28 — but  it  does  keep 
investors  out  of  growth 
stocks  that  get  ahead  of 
themselves.  Thus,  when  a 
company  reports  a  few 
good  quarters  and  the  mo- 
mentum players  chase  the 
stock  in  a  speculative  fren- 
zy, the  yield  will  drop  be- 
low its  historical  range  and 
trigger  a  sell  signal  for 
Weiss.  That's  why  she 
didn't  like  Philip  Morris 
at  85  in  late  1992 — it  was 
yielding  just  2.8%.  Re- 
cent price,  59. 

The  system  isn't  fool- 
proof. To  relative  yield  in- 
vestors, for  example,  IBM 
looked  cheap  two  years 
ago,  when  it  was  trading 
at  100  and  yielding  5%. 
Soon  enough,  the  divi- 
dend was  halved  and  then 
halved  again.  Weiss  took 
it  out  of  her  model  portfo- 


Yield  lovers  like  Weiss  find  stocks  hard  to  love  these  days. 
Could  a  2500  Dow  be  around  the  corner? 


lio  only  last  August. 

Weiss'  system  is  not 
purely  quantitative.  She 
uses  her  judgment  in  de- 
ciding which  companies 
should  even  be  subjected 
to  a  yield  analysis.  In  an  at- 
tempt to  eliminate  com- 
panies like  IBM,  whose  high 
yield  will  dissolve  in  a  div- 
idend cut,  she  excluded 
those  that  either  have  a 
low  s&P  quality  rating  or 
don't  have  a  long  and 
consistent  record  of  divi- 
dend payouts. 

Given  today's  record 
low  dividend  yields,  it's  no 
surprise  that  Weiss  is  ex- 
tremely bearish.  Because 
she  doesn't  specify  a  cash 
position,  my  rating  system 


treats  her  as  fully  invest- 
ed. But  she  talks  about  how 
the  market  could  easily 
drop  to  2500  in  a  hurry, 
and  would  have  to  fall  to 
1700  to  be  really  underval- 
ued. She  says  that  her 
long  positions,  such  as  Bris- 
tol-Myers Squibb  (re- 
cently yielding  5%),  and 
John  Harland  (4.3%)  are 
defensive  and  would 
weather  a  crash  better 
than  most  stocks  while  still 
participating  in  what's 
left  of  this  bull  market.  Her 
approach  deserves  re- 
spect: She's  one  of  a  fairly 
small  group  of  letter  writ- 
ers who  garner  honor 
grades  in  both  up  and 
down  markets.  -M.H.  HN 
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There  are  two  main  ways  to  make  money  in  a  foreign 
fund:  on  stocks  and  on  currencies.  Those  are  also  the 
two  main  ways  to  lose  money. 

Travel  advisory 


By  Neil  Weinberg 

Investors  are  flinging  money  at  for- 
eign funds  as  if  there's  no  tomorrow. 
In  1993  some  $50  billion  cascaded 
into  open-end  global  and  foreign 
stock  and  bond  funds,  more  than 
doubling  their  net  assets  in  a  year. 

No  doubt  the  money  flows  helped 
create  the  action  as  well  as  being 
attracted  by  it:  The  Morgan  Stanley 
Capital  International  index  of  stocks 
in  Europe,  Australia  and  the  Far  East 
( EAFE)  shot  up  33%  in  1993 — quadru- 
ple the  rise  of  the  U.S.  market. 

How  many  newborn  foreign  inves- 
tors understand  the  risks?  When  you 
buy  a  fund  that  invests  abroad  with- 
out actively  hedging,  you  are  essen- 
tially selling  the  U.S.  dollar  and  buy- 
ing local  currencies  in  the  form  of 
foreign  stocks.  When  you  sell  the 
fund,  you  are  buying  the  U.S.  dollar 
back  with  those  foreign  currencies. 

Owning  an  unhedged  foreign 
fund,  then,  is  similar  to  shorting  the 
U.S.  dollar:  You  are  betting  not  only 
on  a  stock  market  but  on  currency 
fluctuations  as  well.  If  the  local  cur- 
rency weakens  against  the 
dollar,  you  can  lose  mon- 
ey even  if  your  stocks  rise. 
Look  what  happened  to 
foreign  investors  in  Japan 
in  early  January:  While  the 
Nikkei  index  went  up,  the 
yen  weakened  against  the 
dollar,  canceling  out 
some  of  the  gains. 

For  the  decade  ending 
last  month,  the  EAFE  index 
rose  a  compound  annual 
15.6%  in  U.S.  dollars,  but 
just  10.6%  in  local  curren- 
cies. The  difference  came 
from  the  weakening  of  the 
dollar.  A  U.S.  investor 
who  put  $10,000  in  the 
Morgan  index  ten  years 
ago  now  has  $42,616.  If 
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the  dollar  had  held  its  value,  a  U.S. 
investor  venturing  abroad  would 
show  just  $27,387  for  his  trouble. 

The  currency  seesaw  can  go  either 
way.  As  the  dollar  fell  against  the  yen, 
U.S.  investors  made  19%  on  Japanese 
stocks  in  1993 — while  the  locals 
made  a  measly  2%.  In  Spain,  the  locals 
earned  54%  last  year;  Americans  took 
home  just  25%  as  the  weak  peseta 
devoured  much  of  their  gains. 

Some  funds  hedge  foreign  curren- 
cies. Some  never  hedge.  Some  cross- 
hedge,  or  speculate  on  swings  be- 
tween pairs  of  currencies.  Many 
Southeast  Asian  currencies  are  self- 
hedged,  closely  tracking  the  U.S.  dol- 
lar. Emerging  markets  funds  seldom 
hedge;  there's  not  much  volume  in 
Zambian  kwachas  or  Peruvian  inti. 

The  Tweedy,  Browne  Global  Value 
Fund  is  an  ardent  hedger.  "We're 
looking  for  classic  Ben  Graham  situa- 
tions, where  stocks  are  selling  for  less 
than  the  net  value  of  their  current 
assets,"  explains  comanager  John 
Spears.  "We  have  a  2x/2-to-3-year 


To  hedge  or  not  to  hedge? 


Fund 

Assets 

Annualized  total  return 

%  of  net 

($mil) 

1  year 

5  years 

assets 

hedged 

Acorn  International 

$907 

49% 

NA 

12% 

Babson-Stewart  Ivory  Intl 

43 

34 

11.7% 

none 

Oakmark  Intl 

1,100 

54 

NA 

27 

T  Rowe  Price  Intl  Stock 

4,300 

40 

12.1 

7 

Scudder  Intl 

2,100 

37 

11.4 

none 

Tweedy,  Browne  Global  Value 

160 

17* 

NA 

100 

Twentieth  Century  Equity 

944 

43 

NA 

15" 

Vanguard  Intl  Growth 

2,200 

45 

9.4 

13 

Vanguard/Trustees'  Equity-lntl 

981 

31 

7.7 

none 

Warburg.  Pincus  Intl  Equity 

569 

51 

NA 

5 

Data  as  of  Dec.  31,  1993.   'From  inception  on  June  15,  1993.   **As  of  Sept.  30, 

1993.  NA:  Not  available.  Source:  FORBES. 

If  the  dollar  gains,  unhedged  funds  should  lag  short  term. 


holding  period,  and  in  that  time  fram 
there's  no  way  to  know  we  won't  los 
20%  on  currency."  Tweedy,  Browne  \ 
almost  fully  hedged  back  into  dollars 
Contrast  John  Templeton,  the  fa| 
ther  of  foreign  fund  investing  and 
staunch  nonhedger.  "The  point  is  no 
to  fix  your  assets  in  dollars  but  t 
maximize  long-term  purchasin; 
power,"  he  argues.  "This  is  best  don 
by  buying  common  stock  in  five  or  si 
currencies." 

Who's  right?  They  both  are,  i 
different  ways.  Over  short  periods 
hedged  fund  will  be  less  volatile  thai 
an  unhedged  fund.  But  capital  value 
have  a  way  of  evening  out  over  longe 
periods.  Regardless  of  the  lira-dolla 
relationship,  over  the  long  haul 
good  Italian  paper  mill  and  a  goo< 
U.S.  paper  mill  should  be  wort) 
about  the  same. 

Does  it  cost  money  to  hedge?  Nq 
really,  even  though  it  often  looks  tha 
way.  Currency  forwards  are  fairlj 
priced,  and  the  hedger  is  neither  get 
ting  a  free  lunch  nor  paying  for  some 
one  else's  free  lunch. 

When  John  Spears  shorts  lire  t< 
hedge  his  currency  risk  in  an  Italiai 
paper  company,  he  gets  a  crumm 
exchange  rate  on  the  forward  markel 
since  inflation  and  interest  rates  an 
high  in  Italy  and  the  market  expect 
the  lira  to  weaken  further.  He  has  ti 
book  the  hedging  transaction  as 
currency  loss.  But  that  doesn't  meai 
the  forward  contract  impoverishe 
Spears'  shareholders.  If  market  expec 
tations  are  borne  out,  the  spot  lir 
rate — the  one  figuring  ii 
Templeton's  financia 
statements — will  suffe 
the  same  deterioration. 

So,  if  you  are  investinj 
abroad  for  a  quick  turfi 
you  probably  belong  in 
hedged  fund.  If  you  are  ii 
for  at  least  ten  years,  i 
doesn't  really  matter.  Fo| 
a  sample  of  how  fundi 
hedge,  see  the  table.  Read 
the  prospectus  and  state 
ment  of  additional  infor 
mation.  Scan  the  financia 
statements  and  account 
ing  notes  in  the  annua 
report.  Call  the  fund  and 
ask  for  a  supervisor  whj 
can  clearly  explain  it 
hedging  practices. 
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ou  like  bank  stocks,  take  a  look  at  Southeastern 
ift  &  Bank,  a  closed-end  fund  that  sells 
i  discount  despite  an  excellent  record. 

tank  on  it 


dary  Beth  Grover 

K. STOCKS  are  in  the  dumps  again. 
SNL  Securities  Index  of  762  bank 
thrift  stocks  has  fallen  7%  in  the 
three  months.  What  gives?  "The 
entional  wisdom  is  that  banks  are 
erable  if  interest  rates  go  up," 
James  Schmidt,  manager  of  die 
million  Southeastern  Thrift  & 
^  closed-end  fund.  "But  that's 
lot  so." 

ith  banks  cheaper,  so  is  Schmidt's 
.  The  stocks  in  his  portfolio  trade 
3  times  earnings  and  1.3  times 
;  value,  about  half  the  multiples 
:andard  &  Poor's  500  stock  in- 
There's  another  bargain  element 
.  Although  the  hind  has  delivered 
ndsome  49%  compound  annual 
'n  over  the  past  three  years,  inves- 
are  wary  of  it.  Boston- based 
heastern  Thrift  &  Bank  trades 
-the-counter  at  a  1 0%  discount  to 
jrtfolio  value. 

le  fund's  tiny  size  is  a  disadvan- 
when  accounting,  legal  and  oth- 
11s  come  due:  Its  expense  ratio 
a  steep  2%  a  year.  But  being  small 
plus  when  it  comes  to  one  of 
lick's  investing  themes:  buying 
:s  of  newly  public  savings  banks, 
illion-dollar  fund  couldn't  get 
lingful  stakes  in  these  small  situa- 
i,  but  Schmidt's  fund  can. 
utheastem  Thrift  &  Bank  has 
00  on  deposit  at  each  of  65  small 
lal  savings  banks  in  eight  differ- 
tates.  By  making  deposits  at  mu- 
banks  he  suspects  will  go  public, 
lidt  cuts  to  the  head  of  the  line 
leir  initial  stock  offerings,  which 
^pically  open  only  to  depositors. 
:ample:  In  1989  the  fund  opened 
000  certificate  of  deposit  at  Coral 
es  Federal  Savings  &  Loan  in 
da.  A  public  offering  seemed 
r  because  of  the  thrift's  size  (as- 
$2.6  billion)  and  its  low  percent- 
>f  bad  loans.  Last  March  Schmidt 


Southeastern  Thrift  &  Bank  Fund's 
James  Schmidt 

More  deposits,  more  returns. 


got  to  buy  50,000  shares  (the  maxi- 
mum permitted  per  depositor)  at  the 
offering  price  of  $10,  about  40%  be- 
low book  value.  Recent  price:  16%. 
Schmidt  figures  that  such  deals  ac- 
counted for  nearly  four  percentage 
points  of  his  return  in  1993. 

The  game  is  getting  harder  to  play. 
With  such  deals  drawing  eager  inter- 
est, they  are  unlikely  to  be  priced  at 
such  attractive  discounts  to  book  val- 
ue. What's  more,  many  mutual  banks 
are  refusing  to  open  savings  accounts 
for  out-of-staters.  Fortunately, 
Schmidt  figures,  a  third  of  the  institu- 
tions in  which  he  has  deposits  will 
convert  over  the  next  two  years  or  so. 

Schmidt  devotes  the  rest  of  his 
attention  to  cheap,  small  banks  and 
s&Ls,  mostly  in  the  thriving  South- 


east, where  he  has  90%  of  his  assets. 
The  median  market  value  of  the  com- 
panies in  his  portfolio  is  just  $61 
million.  Many  of  Schmidt's  banks  and 
thrifts  are  reporting  loan  growth  for 
the  first  time  in  several  years. 

Among  commercial  banks,  he  has 
been  buying  Rocky  Mount,  N.C.- 
based  Centura  Banks  (assets:  $3.4 
billion).  He  figures  that  even  if  short- 
term  rates  rise  half  a  point,  the  bank's 
profits  would  be  virtually  unaffected, 
since  most  of  its  loans  charge  interest 
that  rises  or  falls  with  the  prime  rate. 
"People  treat  rising  interest  rates  as  a 
disaster,  when  in  many  cases  it's  a 
wash,"  says  Schmidt. 

Rising  rates  are  most  troublesome, 
he  says,  for  savings  and  loans,  which 
depend  heavily  on  mortgage  lending. 
Here,  Schmidt  looks  for  matching 
between  a  thrift's  variable-rate  assets 
(such  as  loans  linked  to  the  prime 
rate)  and  its  variable-rate  liabilities 
(such  as  most  of  the  deposits).  In 
other  words,  he  doesn't  want  to  own  a 
bank  that  has  made  lots  of  loans  at  a 
fixed  rate  and  financed  them  with 
deposits  whose  interest  rates  could  go 
way  up — as  happened  to  most  thrifts 
in  the  1980s.  He  likes  thrifts  where 
the  gap  between  variable-rate  assets 
and  variable -rate  liabilities  does  not 
exceed  more  than  10%  of  total  assets. 
At  one  of  Schmidt's  favorites,  Shef- 
field, Ala. -based  Valley  Federal  Sav- 
ings Bank,  variable-rate  loans  are 
close  to  variable-rate  deposits,  and, 
better  yet,  the  company  trades  14% 
below  book  value. 

There  is  a  risk  in  Southeastern 
Thrift  &  Bank.  The  market  for  small 
bank  stocks  is  relatively  illiquid,  so  in  a 
sharp  downdraft  it  could  be  hard  to 
sell  the  stocks  in  Southeastern's  port- 
folio. In  the  bank  stock  bloodbath  of 
1990,  the  fund  lost  32%  of  its  value, 
while  the  average  bank  stock  fell  34%. 

Two  other  closed-ends  specializing 
in  banking  stocks  can  be  had  at  dis- 
counts: First  Financial  Fund,  which 
favors  small  institutions  like  Astoria 
Financial  and  Queens  County  Bank; 
and  Pilgrim  Regional  Bank  Shares, 
which  leans  toward  larger  regional 
banks  like  Society  and  Comerica.  First 
Financial  trades  at  a  10%  discount  and 
runs  up  1 .21%  a  year  in  overhead  and 
management  fees;  Pilgrim  Regional 
goes  at  an  8%  discount  and  has  annual 
expenses  of  1 .24%.  OB 
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An  Offering  Statement  has  been  filed  with  the  Suite  of  New  York.  Such  filing  does  not  constitute  approval  by  the  State  of  New  York  of  the  value  or  quality  on 
properties.  A  copy  of  the  Offering  Statement  is  available  upon  request  from  the  offeror  NYA93-99.  The  project  is  registered  with  the  New  Jersey  Real  HstaM 

le  or  olicr  foi'sale  h\  those  or  an\  Fe< 
or  recommend  purchase  of  the  propci 

Ranches.  Obtain  and  read  them  before  signing  any  document.  F.qua 
ate  broker  in  Colorado.  A.  Jack  Nerud.  Oshkosh.  Nebraska.  R 
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ni  bonds  now  come  in  all  shapes  and  flavors, 
the  safest  remain  the  old-fashioned 
leral  obligation  issues. 

ull  faith 
nd  credit 


German  is  a  columnist  for 

;  magazine. 

rch:  James  M.  Clash 


ry  Kaufman  says  that  you  should 
nedium-term  tax-exempt  bonds 
BES,Jan.  17).  Okay,  which?  I'm 
5  to  make  the  case  here  for  the 
est,  simplest,  often  most  liquid 
general  obligation  bonds  of 
governments. 

ic  basic  choice  in  the  muni  mar- 
apart  from  the  maturity,  is  be- 
n  general  obligation  bonds  and 
me  bonds.  The  former  arc 
:d  by  the  "full  faith  and  credit" 
;  issuer — that  is,  its  taxing  power, 
latter  are  backed  only  by  a  dedi- 
l  stream  of  revenue,  such  as  the 
iting  income  of  a  municipal  pow- 
mpany  or  waterworks, 
general  obligation  to  repay  is  a 
r  guarantee  than  a  revenue 
in,  if  for  no  other  reason  than 
the  government  issuing  the  for- 
has  the  power  to  coerce  its  tax- 
's to  cough  up  the  interest  pay- 
s.  And  you  don't  give  up  much 
eld  nowadays  to  take  the  GO. 
spreads  between  state  cos  and 
wahle  revenue  bonds  are  sel- 
more  than  30  basis  points, 
wernments  can  default  and  pow- 
thorities  can  default.  But  where  is 


the  greater  risk?  In  1975  New  York 
City  defaulted  on  its  general  obliga- 
tion debt — it  refused  to  pay  oft  matur- 
ing paper  in  cash.  Even  then  holders 
did  not  lose  money,  since  the  replace- 
ment paper  they  were  handed  did  pay 
off,  and  with  handsome  interest. 
Contrast  the  1980s  Whoops  debacle 
of  Washington  State,  where  bond- 
holders in  a  tax-exempt  nuclear  pow- 
erhouse were  seriously  stiffed. 

If  you  want  perfect  safety,  don't  buy 
munis  at  all.  Buy  U.S.  Treasurys.  But  it 
will  cost  you.  If  you  are  in  the  top 
federal  tax  bracket,  a  ten-year  Treasury 
paying  5.7%  nets  you  only  3.4%.  A  ten- 
year  GO  bond  issued  by  one  of  the 
better  states  (North  Carolina  and  Vir- 
ginia are  AAA-rated)  pays  4.4%. 

As  you  move  up  the  maturity  spec- 
trum, muni  yields  are  a  higher  and 
higher  percentage  of  corresponding 
Treasury  yields.  Thus,  at  the  5-year 
mark,  prime  GOs  pay  3.8%,  or  73%  of 
T  note  yields.  At  20  years,  prime  GOs 
yield  5 . 1  %,  or  8 1  %  of  the  long  T  bond 
yield.  A  high-bracket  taxpayer  would 
need  almost  9%  from  Treasury  securi- 
ties to  equal  a  5.1%  aftertax  return. 

But  resist  the  temptation  to  wander 
too  far  out  on  the  maturity  limb.  A 
20-year  muni  doesn't  pay  you  enough 
incremental  yield  over  a  10-year  to 
compensate  for  the  interest  rate  risk. 
The  rebounding  economy  could 
bring  on  a  rebirth  of  inflation,  which 
would  push  up  rates  and  send  the 
prices  of  long-term  bonds  crashing. 

I'm  leery  of  long  Treasurys  for  the 
same  reason,  but  at  least  they  are  a  way 
to  bet  on  interest  rates  going  down.  I 
don't  expect  it  to  happen,  but  it 
could:  If  inflation  goes  to  zero  and 
bond  yields  drop  yet  further,  you 
would  enjoy  a  handsome  capital  gain 


on  the  long  Treasury.  Not  so  your 
typical  muni,  which  would  be  called  in 
and  refinanced  at  a  lower  rate. 

If  you  have  year-end  cash  to  invest, 
don't  wait  to  act.  State  GOs  could  get 
scarce  this  year  as  demand  grows  from 
taxpayers  belatedly  waking  up  to  the 
new  federal  tax  increases.  (What 
about  supply?  A  shrinking  volume  of 
refinancings  should  reduce  muni 
bond  issuance  but  should  have  little 
effect  on  total  bonds  outstanding.) 

Pamela  Hunter,  portfolio  manager 
of  Chase  Manhattan's  $97  million 
Vista  Tax  Free  Income  Fund,  favors 
issuers  in  the  Southeast — North  Car- 
olina, South  Carolina,  Georgia  and 
Florida — with  low  tax  burdens  and  an 
ability  to  attract  employers.  One  ex- 
ample: Florida's  noncallable  AA-rat 
ed  43/4S  GO  of  20 1 1 ,  recently  trading  at 
96  to  yield  5.2%  to  maturity.  Caution: 
Your  4-point  gain  at  redemption  is 
taxable  as  ordinary  income. 

Richard  Cicearone,  director  of  tax- 
exempt  fixed -income  research  at 
Kemper  Securities  in  Chicago,  cau- 
tions muni  holders  who  expect  a  re- 
peat of  1993's  high  total  returns  to 
lower  their  expectations.  But  some 
states  have  not  fully  reflected  the 
1993  rally  and  should  do  well  in 
1994,  he  says,  citing  Wisconsin,  Min- 
nesota and  Ohio. 

Cicearone  recommends  the  Wis- 
consin 4V2S  of  2003,  rated  AA  and 
trading  at  100,  and  the  Minnesota 
4.4s  of  2003,  rated  AA-plus  and 
priced  at  99%.  Both  yield  4.5%  to 
maturity.  And  unlike  the  majority  of 
state  GOs,  they're  both  noncallable. 

Cicearone  also  likes  Ohio's  5.2s  of 
2008,  rated  AA.  Recent  price,  102%, 
for  a  5%  yield  to  maturity.  They  can  be 
called  in  2003  at  102.  » 
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If  you  are  considering  investing  in  foreign 
stocks,  here  are  some  sensible  tips. 

Yes— but. . . 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


Foreign  markets  are  the  rage  today. 
Billions  are  flowing  into  China,  the 
Pacific  Rim  and  Latin  America,  while 
more  conservative  investors  are  mak- 
ing bets  on  the  European  and  Japa- 
nese markets. 

Should  the  individual  investor  get 
into  the  act?  Yes — but  carefully. 
Don't  just  jump  in. 

Speculative  activity  in  China,  Hong 
Kong  and  Mexico,  among  others,  is 
getting  dangerous.  The  idea  that 
there  are  zillions  of  Chinese  eagerly 
rushing  out  to  buy  anything  from  an 
offshore  company  at  fat  profits  is  pure 
bunk.  Some  of  the  people  who  buy 
this  thesis  remind  me  of  the  silly 
English  investors  who  patiently  lined 
up  to  purchase  shares  in  the  South  Sea 
Co.  several  centuries  back,  convinced 
it  owned  mountains  of  gold  and  dia- 
monds in  the  Indies. 

No  question,  some  of  these  mar- 
kets have  great  potential,  but  if  hist<  >ry 
is  a  guide,  it  usually  takes  years  to 
develop  big  profits.  When  the  realiza- 
tion dawns  that  the  payoff  is  further 
off  than  originally  anticipated,  the 
shares  will  inevitably  decline,  and  if 
there  are  adverse  developments,  you 
can  bet  on  a  free-fall. 

Does  this  sound  spoilsport? 
Doesn't  anybody  remember  the  red- 


hot  German  closed-end  funds  that 
sold  at  large  premiums  to  asset  value 
on  the  prospects  of  the  reunification 
of  Germany  and  the  collapse  of  com- 
munism in  the  Eastern  bloc?  Some  of 
the  closed-end  premiums  went  to 
50%  or  even  100%.  But  German  re- 
unification proved  much  costlier  than 
expected  and  the  premiums  have 
evaporated.  A  buyer  could  have  lost 
half  or  more  of  his  capital  purchasing 
these  closed-end  funds  at  their  peak. 

Having  said  this,  I  hasten  to  add 
that  there  are  good  opportunities  in 
foreign  stocks.  One  of  the  best  for 
individual  investors  is  to  buy  foreign 
securities  traded  in  the  U.S.  This 
avoids  the  high  costs  of  overseas  bro- 
kerage, safekeeping  charges  and  con- 
verting small  amounts  of  foreign  ex- 
change at  high  spreads. 

American  Depositary  Receipts  rep- 
resent a  stated  number  of  shares  of 
foreign  stock  traded  in  the  U.S.  Many 
of  the  larger  adrs  are  listed  on  the 
New  York  Stock  Exchange  and  most 
have  detailed  financial  information 
available — in  English.  Such  giants  as 
Royal  Dutch,  Sony,  Unilever  N.V., 
Philips  N.V.  and  Nestle  are  all  traded 
here,  most  on  the  NYSE.  Using  adrs 
you  can  structure  a  well-diversified 
foreign  portfolio. 

Another  way  to  go  is  through  U.S.- 
based  mutual  funds  that  purchase  for- 
eign stocks  or  closed-end  funds  trad- 
ing at  a  discount  that  invest  in  specific 
countries  or  regions.  The  record  of 
these  mutual  funds  can  be  found  in 
the  Forbes  Annual  Mutual  Fund 
Guide  (Aug.  30,  1993).  Listed  below 
arc  a  number  of  foreign  closed-end 
funds  that  I  consider  attractive: 

The  First  Australia  Fund  (12) 
traded  on  the  Amex  is  a  closed-end 
fund  that  invests  in  that  country's 
securities.  The  stock  price  should  be- 
gin to  improve  with  a  pickup  in  the 
Australian  economy.  The  fund  trades 


at  a  2%  discount  to  its  asset  value. 

The  Germany  Fund  (12),  like  th 
other  funds  listed  below,  trades  on  th 
NYSE,  and  was  priced  at  a  premium  q 
over  100%  to  its  net  asset  value  at  th 
peak  of  the  investor  euphoria  in  199 1 
The  premium  has  declined  to  a  dis 
count  of  2%.  With  the  German  econd 
my  looking  better  than  it  has  in  sorrJ 
years,  the  stock  appears  interestin 
at  these  levels. 

The  Italy  Fund  (10)  has  been  unde 
pressure  from  the  political  scandals  i 
that  country  as  well  as  from  its  faltej 
ing  economy.  With  the  worst  of  th 
scandals  behind  and  an  improvin 
business  outlook,  the  stock  looks  lik 
good  value  at  its  current  price. 

The  Spain  Fund  (11)  is  anothc 
classic  example  of  how  investor  enthi; 
siasm  went  wild.  At  its  peak  in  1981 
this  closed-end  fund  traded  at  a  premi 
um  of  180%  over  its  net  asset  value 
Now  trading  at  a  12%  premium,  : 
appears  to  represent  good  value. 

Here  are  some  adrs,  in  the  Uj 
and  Western  Europe,  that  look  chea 
today  and  should  benefit  substantial! 
as  these  economies  emerge  from  to 
current  sharp  recession: 

British  Telecommunications  (70)  i 
the  principal  supplier  of  telephoni 
services  in  the  U.K.  The  stock  trade 
at  a  price/earnings  ratio  of  14  oi 
1994  earnings  estimates  and  yield 
3.6%.  All  of  the  yields  given  here  an 
before  foreign  withholding  taxes. 

Glaxo  (20)  is  one  of  the  world 
largest  pharmaceutical  manufactuii 
ers.  With  a  number  of  major  ne> 
products  in  the  pipeline,  the  stoc 
looks  cheap  at  a  P/E  of  15  on  fisc^ 
1994  earnings  (ending  June  30)  andl 
yield  of  3.5%. 

Nestle,  S.A.  (45,  o-t-c)  is  th 
world's  largest  food  product  compl 
ny.  Earnings  have  improved  throug 
the  recession  and  should  be  up  apj 
proximately  10%  this  year.  The  stocj 
is  priced  at  a  P/E  of  1 6  and  yields  2.6% 

SmithKline  Beech  am  (28),  a  majc 
British-based  pharmaceutical,  shoulj 
report  rising  earnings  this  year  an 
again  in  1995.  The  stock  trades  at 
P/E  of  12  on  1994  earnings  estimate) 
and  yields  3.4%. 

Unilever  { 1 16)  is  one  of  the  world' 
largest  consumer  product  companie; 
with  an  above-average  growth  record 
The  stock  trades  at  a  P/E  of  15  an 
yields  2.4%.  ■ 
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opean  central  banks  hate  the  currency 
culators,  but  the  banks  are  most  likely  going 
ontinue  making  the  speculators  rich. 

lasy  money 


TEVE  H.  HANKE  &  SIR  ALAN  WALTERS 


1.  Hanke  is  a  professor  of 
J  Economics  at  The  Johns  Hopkins  University 
more  and  Sir  Alan  Walters  is  vice  chairman 
Trading  Corp.  in  Washington,  D.C. 


of  THE  MOST  remarkable  finan- 
killings  ever  recorded  was 
ved  by  George  Soros  in  Septem- 
992.  He  predicted  that  sterling 
d  fall  in  value  and  bet  the  shop  on 
is  reliably  reported  that  Mr. 

>  pocketed  a  cool  billion  dollars 
:w  days  or  even  hours.  Who  were 
tickers  on  the  other  side  of  this 
?  The  proximate  losers  were  the 
al  banks;  but  the  ultimate  losers 

the  taxpayers  who  effectively 
1  check  for  a  billion  to  Soros, 
retrospect,  of  course,  it  seems  as 
ros  was  on  to  a  safe  bet.  To 
rstand  why,  we  need  to  look 
ally  at  Europe's  Exchange  Rate 
lanism.  Since  1987  the  major 
pean  currencies  had  been  locked 
her  at  almost  fixed  parities,  with 
lighty  deutsche  mark  as  the  "an- 
'  currency.  For  example,  since 

sterling  had  been  pegged  to  the 
iche  mark  at  around  2.95  marks 
e pound. 

;ing  the  pound  gave  rise  to  the 
problems  as  fixing  any  other 
.  There  is  no  chance  that,  at  a 
mcratically  fixed  price,  the  de- 
1  for  and  supply  of  pounds  would 
cely  balanced.  Indeed,  there  will 
rs  be  either  an  excess  supply  of 
ds  or  an  excess  demand. 

>  keep  the  price  pegged  at  2.95, 


in  the  case  of  an  excess  supply  of 
pounds  (an  excess  demand  for  deut- 
sche marks)  the  Bank  of  England 
must  be  ready  to  buy  up  the  excess 
pounds  by  selling  deutsche  marks  for 
sterling.  But  there  is  a  limit  to  this 
"intervention,"  as  it  is  called.  Britain 
does  not  have  an  unlimited  stock  of 
deutsche  marks  in  its  currency  cup- 
board. Of  course,  the  British  govern- 
ment could  borrow  more  doutsche 
marks  to  toss  into  the  pot,  but  then  it 
would  be  running  an  ever  larger  open 
position,  certainly  tens  and  perhaps 
hundreds  of  billions — clearly  that 
cannot  go  on  and  on. 

Apart  from  exchange  controls, 
there  are  only  two  alternatives.  One  is 
that  Britain  could  increase  interest 
rates  to  induce  portfolio  managers 
and  traders  to  hold  more  sterling.  At 
some  sky-high  level  of  interest  rates, 
this  is  as  effective  as  it  is  absurd.  In 
September  1992  Britain  was  in  a  deep 
recession  and  needed  much  lower, 
not  higher,  rates. 

So  that  brings  us  to  the  second 
alternative:  floating  exchange  rates. 
Indeed,  close  the  intervention  desks 
and  let  the  market  sort  out  the  rate  of 
exchange.  In  that  scenario,  of  course, 
sterling  will  float  and  depreciate 
against  the  mark  so  that  a  pound  falls 
in  value  from  2.95  to,  say,  2.35  marks. 

In  anticipation  that  the  British  au- 
thorities will  be  forced  to  give  up  the 
peg,  savvy  people  borrow  pounds  and 
buy  deutsche  marks  at  2.95.  They 
wait  for  the  debacle  of  devaluation 
before  cashing  in.  Then,  by  repaying 
the  sterling  loan,  they  make  an  instant 
profit  of  10%  or  more. 

The  wily  speculators,  like  Soros, 
know  that  the  attraction  of  such  prof- 
its will  induce  an  enormous  attack  on 
the  Bank  of  England's  stock  of  deut- 
sche marks  and  that  the  British  au- 
thorities will  be  forced  to  unpeg  the 
pound.  So  the  expectations  are  self- 
fulfilling.  And  there  is  very  little 


downside  risk.  Indeed,  the  only  real 
risk  was  that  one  would  have  to  bor- 
row at  high  British  interest  rates  for  a 
long  time;  but  this  was  unthinkable, 
since  no  British  government  would  be 
allowed  to  get  away  with  a  "'high" 
interest  rate  policy  that  would  plunge 
the  economy  into  a  recession  worse 
than  that  of  the  1930s. 

Thus  did  Soros  make  his  billion. 

Will  the  future  offer  similar  oppor- 
tunities to  speculators?  Probably.  Last 
August  there  was  another  collapse  of 
the  erm  as  France,  Denmark,  Bel- 
gium and  Spain  found  that  they  could 
not  hold  their  currencies  to  the 
mighty  mark.  The  devaluations  were, 
however,  smaller  than  in  1992,  and  so 
the  speculators'  profits  were  more 
modest.  The  new  dispensation  of  the 
erm  from  September  1993  allowed 
virtually  all  currencies  to  become  de 
facto  floating. 

But  this  de  facto  float  will  not 
deprive  the  speculators  of  their  game. 
The  Euro-currencies,  although  not 
formally  constrained  by  the  erm,  have 
had  only  small  deviations  from  their 
mid- 1993  deutsche  mark  parities. 
Countries  are  behaving  as  if  they  were 
still  in  the  old  erm  grid.  True,  without 
violating  their  erm  commitments, 
they  can  depreciate  by  up  to  15%.  But 
we  are  convinced  that  the  central 
banks  would  fight  any  such  tendency 
with  both  intervention  and  higher 
interest  rates. 

And  there  is  a  good  reason  for  this 
informal  pegging.  The  Maastricht 
Treaty  specifies  that  the  only  way  to  a 
monetary  union  is  through  the  erm. 
All  countries,  some  at  great  cost,  have 
signed  the  treaty  and  so  are  commit- 
ted to  the  general  erm  process.  Con- 
sequently, we  anticipate  that  during 
the  course  of  1994,  the  formal  erm 
will  be  reconstituted  more  or  less  as  it 
was  before. 

The  most  likely  reconstruction  of 
the  erm  will  oblige  countries  to 
maintain  unsustainable  parities.  It  is 
very  likely  that  George  Soros,  joined 
by  a  host  of  others,  will  find  profit- 
able opportunities  galore.  Governor 
Trichet  of  the  Bank  of  France  longs 
to  send  the  speculators  to  the  guillo- 
tine. We  think  that  instead  they 
should  be  made  national  heroes. 
They  perform  a  great  public  service 
in  correcting  the  errors  of  govern 
ments  and  central  banks.  9M 


s  ■  January  31,  1994 


141 


MONEY  &  INVESTMENTS 


On  the  whole  it  was  a  very  good  year. 

As  for  the  future,  we  are  keeping  our  fingers  crossed. 

Looking  back 
at  1993 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Not  everything  that  I  recommend- 
ed in  my  Mar.  29,  1993  column 
worked  for  the  remainder  of  the  year. 
I  expected  strength  in  the  dollar,  but 
the  dollar  index  futures  I  plugged 
have  fallen  a  bit.  Assume  you  bought  a 
dollar  futures  contract  last  March  and 
put  up  three  times  the  margin  re- 
quirement to  cushion  against  margin 
calls.  You  would  have  lost  3%  of  your 
money.  It's  taking  investors  longer 
than  I  thought  to  realize  that  the  U.S. 
and  the  greenback  are  the  safe  havens 
in  a  sea  of  global  troubles. 

Electric  utilities  may  have  bot- 
tomed, but  you  would  still  be  behind 
4%  if  you  bought  equal  amounts  of 
Boston  Edison,  General  Public  Utili- 
ties and  Houston  Industries  as  I  sug- 
gested. We  are  out  of  utilities  now  in 
our  portfolios.  Demand  growth  for 
power  is  minuscule,  and  inflation  is  no 
longer  there  to  ease  the  passthrough 
of  costs  to  ratepayers. 

Our  shorts  on  Schering-Plough, 
Amgen  and  Merck  also  went  awry, 
losing  12%.  The  stocks  rallied  as  fears 
of  controls  of  drug  prices  faded. 

So  much  for  my  three  bad  calls. 
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Thirteen  of  the  16  themes  I  suggested 
last  March  worked  well.  If  you  had 
shorted  the  Japanese  Nikkei  futures  as 
I  recommended,  you  would  have 
gained  36%,  again  using  three  times 
the  margin  requirement  as  the 
amount  you  invested.  My  zeal  for 
China  was  valid,  and  the  Taiwan 
Fund,  our  portal  of  entry,  jumped 
79%.  I  also  pushed  European  long- 
and  short-term  debt  instruments  as 
growing  recession  there  forced  inter- 
est rates  down.  If  you  had  bought 
futures  on  Euromarks,  the  French 
pibors,  short  sterling,  German  bunds, 
French  notionals  and  U.K.  gilts,  your 
average  gain  would  have  been  102%. 
Similarly,  European  stocks  have  bene- 
fited from  declining  interest  rates. 
The  average  gain  for  my  Dresdner 
Bank  and  Germany  Fund  recommen- 
dations was  7%. 

Last  March  I  said  Nafta  would  fly 
and  plugged  Telefonos  de  Mexico 
and  Mexico  Fund.  These  two  have 
averaged  an  increase  of  58%  since. 

My  industrial  commodities  bets 
worked  especially  well.  In  accordance 
with  my  long-held  belief  that  serious 
inflation  is  over  and  deflation  is  the 
new  order,  I  recommended  shorts  on 
oil  and  copper  futures,  but  a  long 
position  in  natural  gas.  All  three  went 
in  our  favor,  for  a  91%  gain.  The 
natural  gas  stocks  we  owned — Enron, 
kcs  Energy,  National  Fuel  Gas  and 
Union  Texas  Petroleum  Holdings — 
climbed  25%  on  average. 

Deflation  was  also  the  basis  of  my 
recommendations  for  Treasury  and 
Eurodollar  futures.  A  nice  114%  gain 
on  that  theme  followed.  We  did  well 
with  our  recommendations  for  fac- 
tory-built housing  stocks:  Cavalier 
Homes  and  Champion  Enterprises 
climbed  17%.  My  rental  apartment 


REITs,  United  Dominion  Realty  an< 
Property  Trust  America  also  did  wel 
rising  1 1%. 

The  removal  of  union  featherbedl 
ding  attracted  us  to  railroads,  and  th| 
stocks  of  CSX  Corp.  and  Illinois  Ceri 
tral  that  I  recommended  jumped  29% 
We  see  productivity  enhancement  as 
major  theme  over  the  next  decadq 
My  picks — Diebold,  Motorola,  Octc 
Communications  and  Oracle  Sysi 
terns— had  an  average  gain  of  50% 
My  longs  on  medical-cost-cutting  in 
eluded  Baxter  and  A.L.  Laboratories 
which  fell,  but  the  165%  leap  in  Oxj 
ford  Health  made  the  average  gain  fo 
the  three  39%. 

All  in  all,  an  excellent  year.  Witl 
equivalent  investments  in  each  of  th 
16  themes  I  recommended  las 
March,  you  would  be  up  40%  against 
7.7%  gain  for  the  S&P  500  index. 

And  for  1994? 

With  Japan's  gigantic  economic 
political  and  financial  restructurinj 
problems,  the  Nikkei  can  still  fall  an 
other  50%.  China  is  alluring  bu, 
tricky,  with  serious  inflation,  stop-g^ 
economic  policy  and  uncertain  politii 
cal  leadership.  We  are  still  long  Tail 
wan,  but  short  Hong  Kong  stocks  as  j 
hedge.  European  debt  instrument 
and  stocks  remain  attractive,  as  d< 
Mexican  stocks. 

With  Japan  in  the  dumpster,  th 
dollar  will  continue  to  subdue  thj 
once  mighty  yen,  and  looks  to  b| 
headed  up  against  European  curren 
cies  as  well.  We  are  still  short  crude  oi 
and  copper,  but  long  natural  ga^ 
corn,  soybeans  and  soybean  meal  a 
the  weather-disrupting  effects  d 
Mount  Pinatubo's  June  1991  erud 
tion  persist. 

I  continue  to  like  U.S.  debt  instrui 
ments,  and  still  look  for  4%  to  5? 
yields  on  long  Treasury's  as  deflatioi 
recognition  spreads  and  Fed  tighten) 
ing  doesn't  happen.  With  financial! 
squeezed  consumers  continual! 
looking  for  bargains,  opportunities  t« 
short  national  brand  companies  zni 
biry  generic  producers  persist.  l\ 
portfolios  we  manage,  we  are  stil 
using  the  themes  I  outlined  las 
March  for  real  estate,  productivity 
enhancers  and  medical  care.  Clintoi 
is  out  to  get  the  drug  companies. 

There  is  no  guarantee  of  a  repeat  o 
1993's  successes,  but  many  of  m 
themes  still  look  great.  ■ 
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3re's  still  lots  of  worry  around.  Good. 

lalf  empty? 
lalf  fall? 


LASZLO  BIRINYI  JR. 

™  1 

Birinyi  Jr.  is  president  of 

Associates,  a  Greenwich,  Conn. -based 

lal  consulting  firm. 


i  hk  time  when  Forbes  editors 
ne  to  review  my  stock  selections 
>'ear  ago  and  own  up  to  my  sins, 
appily,  the  stocks  I  recommend- 
the  beginning  of  1993  did  pretty 
as  a  whole.  Of  the  13  in  my  first 
columns,  only  1 — 50- Off- — has 
t  to  embarrass  me.  Another  5 

slightly  up  or  down  and  several 
lose  (Exxon,  Amoco  and  Arco) 
good  yields  that  partly  compen- 
[  for  their  mediocre  gains.  Six  of 
L3  outperformed  the  s&P  for  the 

Morgan  Stanley,  for  example, 
it  75  in  mid-December,  up  39% 
le  year,  but  it  had  been  as  high  as 
:  the  end  of  September, 
hile  I  was  wrong  on  50-Off,  the 
ng  I  see  in  the  stock  today  sug- 

that  you  should  still  hold  the 
:s — a  course  I  would  also  follow 
lose  oil  stocks. 

:>ing  into  1994,  I  am  still  bullish 
le  market.  Many  investors,  ana- 
and  commentators  persist  in  not- 
hat  the  glass  is  half  empty,  over- 
ing  that  the  rest  of  the  glass  is 
:  full.  That  so  many  people  accen- 
:  the  negative  is  positive  for 
;.s.  I  will  get  very  worried  when 
tears  give  up  and  espouse  stocks, 
e  keep  hearing  that  this  is  the 
est  run  in  the  market's  history 
out  a  10%  correction.  So  what? 


The  more  critical  input — in  my  opin- 
ion— is  that  during  this  extended  run 
the  market  has  gained  only  61%,  while 
in  the  second-longest  noncorrective 
period  (July  1984  through  August 
1987),  the  gain  was  150%.  While  it 
has  been  long,  this  leg  of  the  bull 
market  hasn't  been  steep. 

We  keep  hearing  about  the  dangers 
in  the  new  issues  and  hot  deals,  usual- 
ly beginning  with  Boston  Chicken. 
But  what  about  the  fact  that  in  the 
first  full  week  of  December,  an- 
nouncements of  new  stock  buybacks 
totaled  $1.8  billion.  You  can  buy  a  lot 
of  Boston  Chicken  stock  on  the  $1.8 
billion  that  companies  like  Merrill 
Lynch,  J. P.  Morgan  and  Kellogg  will 
be  recycling  through  the  market  as 
they  buy  back  their  own  shares. 

If  we  work  on  the  prevalent  thesis 
that  1994  will  be  a  good  year  for 
economic  growth,  we  might  begin  by 
analyzing  1983,  when  the  economy 
was  up  over  6%. The  best- performing 
groups  included  semiconductors  (up 
55%);  steels  (up  42%);  most  retailing 
groups,  of  which  specialty  retailers 
such  as  Blockbuster  and  Home  Depot 
were  the  strongest  (up  34%);  and 
container  stocks.  Banks,  financial 
stocks,  most  health  care  names  and 
gold  were  either  significant  underper- 
formers  or  down. 

Using  that  list  as  a  starting  point,  I 
think  you  can  construct  a  healthy 
portfolio  for  this  year  as  well,  begin- 
ning with  the  semiconductors.  And 
there  I  will  start  with  Texas  Instru- 
ments (68),  mentioned  not  only  last 
January  but  also  in  my  Jan.  6,  1992 
column.  Over  those  two  years  the 
stock  is  up  110%,  but  it  is  down  28% 
from  its  1993  high.  I  look  for  it  to  go 
back  to  that  high  and  beyond  in  1994. 

Add  Intel  (66),  which  is  trading  at 
12  times  1994  earnings  estimates,  so 
even  value  buyers  may  find  the  stock 
hard  to  overlook.  I  realize  that  faster, 


more  powerful  chips  are  on  the  hori- 
zon; vendors  are  looking  to  end  their 
dependence  on  existing  producers 
and  all  that.  But  there  are  always  new 
chips  on  the  horizon  and  always  new 
developments  in  this  area,  and  proba- 
bly always  will  be. 

Among  steels  I  find  no  enticing 
stocks  but  would  consider  other  met- 
als stocks,  of  which  Alcoa  (74)  would 
be  my  clear  favorite.  Current  Street 
estimates  range  from  less  than  $1  to 
over  $5  for  1994's  earnings,  and  a 
robust  economy  should  be  manifest 
in  the  larger  number. 

Retailers  did  well  in  1993,  and  that 
could  be  replayed  this  year.  I  expect 
1994  to  be  a  shakeout  year  for  this 
group,  and  the  restructurings,  which 
many  industries  underwent  in  the  last 
several  years,  should  occur  here  as 
well.  Thus  stocks  such  as  Merry-Go- 
Round,  which  was  as  high  as  17V2  in 
March,  or  the  once  high  flying  Limit- 
ed, which  was  down  37%  in  1993,  are 
examples  of  what  happens  to  compa- 
nies that  don't  acknowledge  shifts  in 
the  marketplace.  I  like  Sears  (S3)  be- 
cause it  has  acknowledged  its  errors 
and  is  trying  to  correct  some  of  the 
problems.  Like  Sears,  brokerage 
stocks  should  also  do  well. 

I  would  also  own  some  drug  stocks. 
American  Home  Products  (65)  yields 
in  excess  of  4.5%  and  is  expected  to 
earn  $5  per  share  next  year,  which 
makes  the  P/E  a  relatively  inexpensive 
12 -plus  times.  Institutions  are  accu- 
mulating Eli  Lilly,  apparently  feeling 
Clinton's  health  care  plan  has  more 
bark  than  bite. 

However,  be  skeptical  about  foreign 
markets.  Hong  Kong  has  virtually 
doubled,  while  Italy,  Sweden,  Nor- 
way, Finland,  Spain,  Portugal,  Ireland, 
Singapore,  Malaysia,  Thailand  and 
Taiwan  are  up  over  50%.  To  hope  for 
more  is  to  expect  a  repeal  of  the  laws  of 
gravity  and  of  probabilities.  M 
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Buys  on  the  bolsa 

The  big  hit  the  Mexican  Bolsa  took 
on  the  news  from  Chiapas  was  short- 
lived. Are  there  still  good  buys  for 
those  looking  for  ways  to  participate 
in  the  economic  modernization  of 
Mexico?  Bear,  Stearns  analyst  Maria 
Marron  recommends  Cifra's  Ameri- 
can Depositary  Receipts,  which  trade 
over-the-counter  and  represent  Ci- 
fra's bolsa-listed  B  shares.  Cifra,  Mex- 
ico's biggest  retailer,  clusters  most  of 
its  department  stores,  hypermarkets 
and  restaurants  in  greater  Mexico 
City,  far  from  any  peasant  uprisings. 
Cifra  is  beefing  up  the  joint  venture 
it's  had  with  Wal-Mart  since  1991, 
dropping  a  clause  that  allowed  either 
party  out  of  the  deal.  From  now  on 
the  two  companies  will  effectively  op- 
erate as  one  in  Mexico. 

Cifra  usually  sells  at  a  high  premium 
to  the  bolsa,  but  at  a  recent  2>lA  the 
adrs  are  now  relatively  cheap.  "If 
you're  a  long-term  believer — which  I 
am — now's  a  good  time  to  accumu- 
late," Bears,  Stearns'  Marron  says. 

Carlos  Laboy,  also  of  Bear,  Stearns, 
likes  Situr,  a  tourism  holding  compa- 
ny whose  adrs  sell  for  just  10  times 
estimated  1994  earnings.  Situr's  real 
earnings  are  growing  40%  a  year. 
Right  now  the  adrs  aren't  available  to 
individual  investors,  only  to  institu- 
tions, but  management  hopes  to  list 
them  on  the  Big  Board  later  this  year. 

Theresa  Gusman  of  Arnhold  &  S. 
Bleichroeder  calls  Carlos  Slim's  con 
glomerate,  Grupo  Carso,  "a  scream- 
ing buy."  Gusman  recommends  buy- 
ing Carso  adrs  up  to  30 — a  way  to  go 
from  the  recent  low  20s.  Again,  this 
one's  for  institutions;  no  adrs  yet  for 
individuals.  -JOEL  MlLLMAN 


Eye  off  the  ball 


Donaldson,  Lufkin  &  Jenrette  ana- 
lyst Dennis  Leibowitz  is  hot  on  CBS. 
The  stock  got  gang-tackled  after  the 
network  lost  the  NFL  football  contract 
in  mid-December,  dropping  in  two 
weeks  from  300  to  275,  although  it 
has  since  recovered  the  loss. 

Leibowitz  agrees  that  losing  die 
gridiron  deal  will  hurt.  He  has  cut  his 
1994  per-share  earnings  estimate 
from  $19  to  $18.  But  Leibowitz  still 
recommends  the  stock.  He  sees  CBS  as 
a  major  provider  of  programming  in 
an  era  of  increasing  demand,  especial- 


ly after  the  recent  federal  decision  to 
allow  networks  to  own  both  current 
and  aftermarket  programming.  The 
stock  also  sells  for  a  reasonable  7.3 
times  anticipated  1994  operating  cash 
flow  (before  interest,  taxes,  deprecia- 
tion and  amortization).  CBS,  he  notes, 
is  drenched  widi  cash:  $1.1  billion, 
almost  double  its  debt,  and  is  entering 
a  period  when  Leibowitz  says  it  will 
generate  significant  free  cash  flow.  He 
expects  cash  to  increase  25%,  to  about 
$1,375  billion,  or  $89  a  share,  by  the 
end  of  this  year.  Take  out  the  cash, 
and  you're  getting  the  stock  for  about 
$225  a  share  and  at  less  than  6  times 
cash  flow. 

Taking  Measurex's 
measure 

Is  Measurex  worth  its  rich  33  P/E? 
No  way,  says  Dean  Witter  analyst 
Craig  Fanning,  who  thinks  the  Big 
Board  stock,  recently  at  201/s,  should 
trade  for  just  16.  Cupertino,  Calif. - 
based  Measurex  makes  and  services 
computer-integrated  manufacturing 
systems,  mainly  for  the  pulp  and  paper 
industries.  In  1992  the  company's 
earnings  were  hurt  by  a  big  charge  to 
reduce  its  work  force.  The  fiscal  year 
ended  Nov.  30,  1993  was  an  im- 
provement; earnings  came  in  at  46 
cents  a  share.  Yet  sales  were  a  flat  $2  54 
million,  and  Fanning  sees  no  pickup 
in  quarterly  order  trends.  Despite  de- 
cent business  from  U.S.  customers, 
business  remains  slow  in  Europe,  still 
stuck  in  a  recession. 

While  Fanning  expects  a  30%  earn- 
ings gain  from  Measurex  this  year,  to 


New  York  Giants 
versus  L.A.  Rams 
Is  CBS  still  a 
winner  without 
the  NFL? 


60  cents  a  share,  he  can't  see  tho« 
depressed  earnings  justifying  such 
high  multiple. 

Near  but  far 

With  emercing  markets  all  the  ragi 
New  York's  Fiduciary  Trust  Co.  Ir 
ternational  is  raising  $25  million  fc 
its  new  Near  Eastern  Equity  Func 
The  closed-end  unit  trust,  which  wi 
trade  in  Dublin,  will  invest  in  Egyp 
Turkey,  Tunisia,  Jordan,  Morocc 
and  Pakistan,  whose  equity  marke 
have  a  total  capitalization  of  aboi 
$40  billion. 

But  Wall  Street  isn't  content  ju: 
with  emerging  markets;  it  wants  t 
move  into  even  more  primitive  inves 
ment  areas.  Fiduciary  wants  to  invest 
portion  of  Near  Eastern's  assets  i 
backwaters  of  the  former  Sovit 
Union  like  Azerbaijan,  Turkmen 
stan,  Uzbekistan,  Kazakhstan,  Kyi 
gyzstan  and  Tajikistan.  But  the  "lin 
ited  number  of  sophisticated  institt 
tional  investors"  to  whom  the  fund 
being  marketed  will  have  to  wai 
None  of  these  places  has  an  officii 
stock  exchange  yet. 

Tosco's  prospects 

Shares  of  Tosco  Corp.,  owner  an 
operator  of  oil  refineries  in  New  Jei 
sey  and  California  and  recent  buyer  ( 
British  Petroleum's  refinery  and  reta 
operations  in  the  Pacific  Northwes 
have  jumped  80%  in  a  little  over  a  yea 
to  30.  The  rise  was  fueled  in  good  pai 
by  a  big  jump  in  earnings,  from  6 
cents  in  1992  to  an  estimated  $2.30  i 
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A  little  green  can  make  a  big  difference  to  a  city  kid. 


3.  Over  the  past  six  months,  says 
yst  James  Murchie  of  Sanford  C. 
tstein  &  Co.,  the  stoek  has  out- 
lined the  oil  group  by  about 
.  But  the  run  is  over,  says  Mur- 
.  He  expects  1994  earnings  for 
S5  billion  (estimated  1994  sales) 
pany  to  be  a  flattish  $2 .25  a  share, 
adds  this  may  be  optimistic, 
xause  Tosco  has  only  small  retail 
ations,  the  bulk  of  its  profits 
e  from  converting  fuel  oil  into 
iportation  fuels.  But  as  crude 
:s  have  fallen,  so  has  the  premium 
ansportation  fuels  over  boiler  oil. 
chie  thinks  both  crude  and  the 
ading  margin  will  recover  this 
but  not  enough  to  justify  Tos- 


's  Bayway,  N.J.  refinery 

r  crude  prices  are  hurting. 

rich  price. 

lother  problem:  This  quarter 
o  is  expected  to  shut  the  coker  at 
von,  Calif,  refinery.  The  coker, 
h  converts  residual  fuel  into  gas- 

and  distillate,  is  the  single  most 
table  part  of  Tosco's  overall  re- 
g  system.  The  last  such  mainte- 
e  shutdown,  three  years  ago,  last- 
2  days.  Murchie  credits  Tosco 

making  smart  acquisitions  that 
add  to  1994  earnings,  but  says 
:  will  largely  be  offset  by  the  Avon 
r  shutdown. 

me  to  get  out,  says  Murchie.  M 
:s  ■  January  31,  1994 


By  donating  a  little  of  your  green.  The  Fresh  Air  Fund' can 


continue  to  make  a  world  of  difference  to  city  kids.  Your ; 


$297.00  will  not  only  send  a  child  to' the  country  for 


two  weeks, ..it'll  give  a  child  memories  that'll  last 


a  lifetime.  Please  donate.  "A  little  green 


from  you  now  can  mean  a  lot  of 


green  for  them  this  summer. 


MM 

thTFRESH  AIR » 

SERVING  CHILDREN  SINCE 


A  copy  of  the  last  financial  reports  filed  with  the  Department  of  State  may  be  obtained  by  writing  to: 
New  York  State  Department  of  State.  Office  of  Chanties  Registration.  Albany  NY  12231,  or  The  Fresh  Air  Fund. 
1 040  Avenue  of  the  Americas.  New  York.  NY  10018  ©  1 993  Fresh  Air  Fund 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA5 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  fine^st  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


w  7  • 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operatec 
by  Forbes  Magazine.  For 
more  information  write  to 
Errol  Ryland,  Manager,  1 L/ 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1  800  FORBES-? 
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3  more  things  change . . ." 


years  ago  in  Forbes 

A  THE  ISSUE  OF  FEB.  2,  1924) 


truck  ad  poses  the  No.  1  U.S. 
port  problem  in  1924:  roads. 


e  rest  of  the  country  does  not 
ic  the  transition,  the  transforma- 
that  has  been  going  on  in  the 
h.  The  development  of  the  West 
ttracted  chief  notice  during  the 
10  years.  The  development  of  the 
h  is  destined  to  attract  notice 
lg  the  next  20  years." 

jple  may  go  to  other  business 
's  for  business  purposes,  but  they 
3  automobile  shows  to  pet  their 
rite  car  and  flirt  with  the  other 
:s.  If  they  switch  their  affections, 
:ms  to  be  style  that  decides  the 


years  ago 

A  THE  ISSUE  OE  FEB.  1,  1934) 


eting  coal  for  home  heating  in 
:  rubber-tired  wheelbarrows, 
lulins  to  protect  driveways. 


"During  the  Depression  tar  too 

much  business  has  been  conducted  at 
a  loss.  Official  statistics  reveal  that  in 
1932  returns  from  corporations 
showed  total  net  income  of  only 
$1.86  billion,  and  total  net  losses  of 
$6.4  billion." 

"The  January  proceedings  on  Capi- 
tol Hill  w  ere  a  welcome  surprise  to 
those  Administration  strategists  who 
half-way  anticipated  distressing  out- 
bursts of  violent  opposition.  True,  the 
air  is  full  of  evil  mutterings.  But  .  .  . 
in  both  Houses,  a  safe  majority  of  the 
Democrats  are  trotting  along  tran- 
quilly in  the  paths  of  the  New  Deal." 

50  years  ago 

(From  the  issue  of  Feb.  1, 1944) 
"The  manpower  problem,  which 
seems  to  be  the  only  real  justification 
for  the  conscripting  of  labor,  is  just 
about  licked.  We  have  achieved  the 
impossible  in  production;  unless  we 
suffer  a  major  military  set-back  this 
year,  many  workers  will  return  to 
civilian  lines." 

"The  war's  end,  says  Du  Pont,  will 
see  a  steadily  increasing  variety  of  new 
nylon  products.  A  few  novel  expecta- 
tions: ( 1 )  quick-drying  nylon  bathing 
suits;  (2)  crush-resistant  nylon  velvet; 
(3)  pleated  nylon  skirts  that  may  be 
laundered  without  the  need  of 
repleating;  (4)  moth-resistant,  non- 
shrinkable  nylon  sweaters;  (5)  nylon 
arti  fi  cia  1  ey  el  as  he  s . " 

25  years  ago 

(From  n  u  issue  of  Feb.  1, 1969) 


"Few  Americans  ride  passenger  trains 
anymore,  but  many  people  retain  a 
fond  affection  for  the  days  of  the 
smoking-car  joke,  of  jackknifing  into 
upper  berths  and  of  meals  taken  while 
the  landscape  Hashed  pleasantly  by  the 
broad  dining-car  windows.  And  so  it 


was  with  more  than  an  interest  in  the 
economics  of  ground  transportation 
that  FORBES  Senior  Editor  James 
Cook  rode  along  on  the  inaugural 
ride  last  month  of  Penn  Central's  new 
Washington-New  York  Metroliner." 

"Shoe  profits  today  are  greater 
because  styles  change  more  often. 
Young  people  can  afford  to  buy  sev- 
eral pairs  of  shoes  (or  boots)  every 
year.  Turn  a  teenager  upside  dow  n 
these  days,1  says  Melville  Shoe  Presi- 
dent Frank  Rooney,  'and  you'll 
shake  out  $100.'  " 

10  years  ago 

(From  the  issue  of  Jan.  30, 1984) 


Press  lord  Rupert  Murdoch. 


"Americans  seem  to  be  having  a 
curiously  hard  time  getting  a  handle 
on  Australian  publisher  Rupert  Mur- 
doch. .  .  .  One  reason  may  lie  in  some 
muddled  notions  a  good  many  of  us 
have  about  journalism.  The  muddle 
arises  in  thinking  about  the  press  in 
'either/or'  terms — either  it  is  a 
democracy's  final  defense  against  fas- 
cism, or  it  is  a  panderer  to  the  basest 
interests  and  instincts  of  humankind. 
A  free  society,  it  need  hardly  be 
noted,  allows  the  press  to  be  both." 

"Last  month,  w  ith  hardly  a  w  himper, 
Motorola  built  its  last  car  radio  in  the 
U.S.  Now  for  the  bang.  Chairman  Bob 
Calvin  has  put  together  the  electronic 
pieces  he  wanted,  and  they  just  might 
fit.  His  plan:  Keep  rolling  in  the  profits 
from  his  $2.5  billion-a-year  semicon- 
ductor business  w  hile  exploiting  new 
communications  markets.  .  .  ."  WM 


The  first  Metroliner,  1969. 
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Wipe  out  college — the 
Electoral  College,  that  is. 
It's  not  merely  that  the 
constitutional  provisions 
for  it  are  anachronistic, 
but  its  continued  existence 
is  downright  dangerous  to 
our  democratic  system.  It's 
not  merely  that  Presidents 
can  be  and  have  been  elected 
who  have  lost  the  popular 
vote,  but  its  existence 
forces  Presidential  candi- 
dates to  emphasize  issues .  .  . 
not  necessarily  of 
national  importance.  .  .  . 

From  all  I've  read, 
studied  and  thought  about 
the  matter,  I  can  Y  find 
one  good  reason  why  the 
President  and  Vice  Presi- 
dent shouldn 't  be  elected 
by  popular  vote. 


-Malcolm  Forbes 


A  Text .  .  . 

A  new  commandment  I 
give  unto  you,  that 
ye  love  one  another: 
as  I  have  loved  you, 
that  ye  also  love 
one  another. 
-John  13:34 


Sent  in  by  Thad  F. 
Musial,  Buffalo,  N.Y. 
What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business 
of  Life  is  presented  to 
senders  of  texts  used. 


America  remained  a  land 
of  promise  for  lovers  of 
freedom.  Even  Byron, 
at  a  moment  when  he 
was  disgusted  with 
Napoleon  for  not 
committing  suicide, 
wrote  an  eloquent  stanza 
in  praise  of  Washington. 
-Bertrand  Russell 

Guilt  always  hurries  toward 
its  complement,  punishment; 
only  there  does  its 
satisfaction  lie. 

-Lawrence  Durrell 

It  is  a  great  deed  to  lea\  e 
nothing  for  tomorrow 

— Baltasar  Gracian 

Scientific  discovery  consists 
in  the  interpretation  for 
our  ow  n  convenience  of  a 
system  of  existence  which 
has  been  made  with  no  eye  to 
our  convenience  at  all. 
— Norberi  Wiener 


In  starting  on  a 

spending  spree, 
The  Congress  all 

too  frequently 
Can't  make  its  way 

from  A  to  B 
Without  a  genuflect  to  Z. 
-Art  Buck 

The  majority  prove  their 
worth  by  keeping  busy. 
A  busy  life  is  the  nearest 
thing  to  a  purposeful  life. 

-Eric  HOFFER 


Is  there  anything  in  life  so 
disenchanting  as  achievemi 

-Robert  Louis  Stevenson 


More  than  3,000  "Thoughts,"  have  been  collected 
in  a  hardcover  edition  bound  in  green  and  gold.  To 
order,  send  $27.50  to:  Forbes  Books,  P.O.  Box 
1 1234  Des  Moines,  Iowa  50340.  Add  sales  tax  on 
orders  in  New  York  State  and  other  states  where 
applicable.  For  faster  service  call  1-800-234-4553 
and  charge  to  your  credit  card. 


If  you  want  to  hear  about 
the  power  and  glory  of  w  ealth, 
ask  a  man  who's  seeking  it. 
But  if  you  want  to  learn 
of  wealth's  burdens  and 
difficulties,  ask  a  man  who's 
been  wealthy  a  long  time. 
—Stan  ley  Goldste  i  N 

Persistence  is  what  makes 
the  impossible  possible, 
the  possible  likely,  and  the 
likely  definite. 

—Robert  Hait 

The  means  by  which  we  live 
have  outdistanced  the  ends 
for  which  we  live.  Our 
scientific  power  has  outrun 
our  spiritual  pow  er.  We 
have  guided  missiles  and 
misguided  men. 
-Martin  Luther  King 

Older  generations  are  living 
proof  that  younger  generations 
can  survive  their  lunacy. 

-Cullen  HightoweR 

Mark  Twain  was  so  good  with 
crowds  that  he  became,  in 
competition  with  singers  and 
dancers  and  actors  and 
acrobats,  one  of  the  most 
popular  performers  of  his 
time.  It  is  so  unusual,  and 
so  psychologically  unlikely, 
too,  for  a  great  writer  to  be 
a  great  performer,  too.  .  .  . 

-Kl'RT  VONNEGUT 

Action  is  thought  tempered 
by  illusion. 

-Elbert  Hubbard 

To  knock  a  thing  down, 
especially  if  it  is  cocked 
ai  an  arrogant  angle,  is 
a  deep  delight  to  the  blood. 

-George  Santayana 

It  is  the  mark  of  a  truly 
intelligent  person  to  be 
moved  by  statistics. 

-George  Bernard  Sh.w 
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Vith  Its  V8  Engine,  Jeep  Grand  Cherokee 
Can  Bring  Power  To  Places 
That  Dorit  Even  Have  Electricity. 


4*. 


There  are  still  a  few  places 
this  vast  country  of  ours  where 
i  won't  find  telephone  poles 
streetlights.  And  Jeep  Grand 
erokee  has  more  than  enough 
wer  to  take  you  there. 

Presenting  the  5.2  litre  V8 
p  Grand  Cherokee.  With  220 
rsepower,  this  available  engine 


makes  Grand  Cherokee  the  most 
powerful  sport  utility  vehicle  in 
its  class*  And  the  only  one  capa- 
ble of  towing  6500  pounds** 

But  the  attributes  of  Grand 
Cherokee  don't  end  with  horse- 
amsm  power.  Other  features 


include  a  standard  four- 
3CLI£>_  wheel  anti-lock  brake 


system  and  the  safety  of  a  stan- 
dard driver's  side  air  bag.+ 

If  you'd  like  to  know  more 
about  Jeep  Grand  Cherokee, 
please  call  1-800-JEEP-EAGLE. 
We'll  be  more  than  happy  to 
shed  a  little  light  on  the  subject. 


There's  Only  One  Jeep®,  Jeep 

A  Division  of  the  Chrysler  Corporation,  i  '"'  "9 


limited  warranties,  restrictions,  and  details  at  dealer.  *  Ward's  1993  Middle  Sport  Utility  Class.  **With  optional  Trailer  Tow  Group  IV. 
vays  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Engineered.  Reengineered 


Implements 


From  Reengineerinc 
to  Results.  Fast.  v 


A  good  reengineering  idea  can  do  wonders  for  yot 
company  's  productivity  and  profits.  But  only  if  you  ta 
those  ideas  and  put  them  into  practice. 

The  key  to  success  is  teaming  with  the  right  reengi 
ing  consultants.  Ernst  Young  consultants  know  how 
create  new  ideas,  innovate  processes  and  implement 
right  technology,  so  you  can  achieve  measurable  rest 

Ernst  &. Young  is  a  leader  in  reengineering.  We  can 
you  from  a  slow  roll  to  off-the-chart  performance  -  ir 
time  at  all. 

Call  Terry  Ozan  at  Ernst  &<Young,  (212)  773-5610. 

iU  Ernst  &  Young 


Russia:  If  you're  not  in  it,  maybe  you  should  be  •  Cuban  art  is  hot 


.ook  before  you  leap  into  knee 


ES 

February  /^j 


Performance  ratings 
for  1,180  mutual  funds 


A  Whent 
dump  a 

Exiting  a  good  performer 
How  much  patience  for  a  laggard? 
Profiting  from  a  tax  Jswap 
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1979:  TECHNOLOGICAL  LEAR 


In  1979,  Saab  introduced  an  un- 
orthodox new  sports  sedan  des- 
tined to  influence  carmaking  for 
years  to  come. 

It  was  called  the  Saab  900  and  it 
offered  front-wheel  drive,  a  turbo- 
charged  engine  and  a  rigid  safety  cage 
long  before  most  other  cars. 

Today  we're  introducing  the  spring- 
board for  a  whole  new  era  of  Saab 
technology,  the  all-new  900. 


It's  available  with  a  muscular  new 
four-cam  V6r  that  elevates  the  900's 
long-standing  credentials  as  a  true 
driver's  car. 

This  is  also  the  safest  900  ever 
built,  with  dual  air  bags,  a  50%  stiffer 
body  and  a  new  "Safeseat"  design  in- 
corporating three-point  safety  belts 
and  anti-submarining  ramps  for  all 
three  rear  passengers. 

In  short,  with  more  than  a  dozen 


patents  pending,  the  Saab  900  isn't 
just  a  new  car  but  a  new  invention. 

To  experience  the  Saab  that  Car 
and  Driver  calls  "...the  company's  best 
car  in  44  years,"  test-drive  the  new 
900,  or  call  toll-free  800-582-SAAB 
for  complete  information. 


THE  NEW  SAAB  900S.  $20,9901 

•THE  NEW  900  IS  AVAILABLE  WITH  AN  OPTIONAL  24-VALVE  V6  OR  A  STANDARD  16-VALVE.  2.3-LITER  ENGINE  'MSRP.  EXCLUDING  TAXES. 
LICENSE.  FREIGHT.  DEALER  CHARGES  AND  OPTIONS  PRICES  SUBJECT  TO  CHANGE  SUBJECT  TO  AVAILABILITY.  ©  1993  SAAB  CARS  USA.  INC 


If  Annual  Fees  And  Sales  Charges 
Are  Chipping  Away  At  Your  IRA... 


You  Need  A  Schwab  No-Annual-Fee  IRA. 


Most  IRAs  that  you  get  from  banks  and  full- 
ommission  brokers  make  you  pay  annual  fees  and 
nutual  fund  sales  charges.  Over  time,  they  can  really 
hip  away  at  your  hard-earned  retirement  money. 


Ceep  All  Your  Retirement  Money  Working.  Put  it  into 
Schwab  No-Annual-Fee  IRA.   It's  guaranteed  free  of 
nnual  fees  for  the  life  of  the  account  if  your  balance 
eaches  $10,000  or  more  by  September  15,  1994. 

Plus,  with  Schwab's  Mutual  Fund  v**!^ 
)neSourcerM  service,  you  can  invest  in 
'ver  200  no-load  mutual  funds  from 
/ell-known  fund  companies  like 
NVESCO,  Twentieth  Century  and  Janus — 
nd  pay  no  sales  charges  or  transaction  fees 


That  way,  every  dollar  you  invest  goes  to  work  for  you. 

Mutual  Fund  Information  To  Help  You.  And  for  the 

unbiased  information  you  need  to  compare  funds,  a 
copy  of  our  Mutual  Funds  Performance  Guide9  is  yours 
free  when  you  open  your  account. 

For  more  information  about  the  Schwab 
No-Annual-Fee  IRA,  stop  by  one  of  our  190 
local  offices  or  call: 


1-800-2  NO-LOAD  ext.  333. 

Charles  Schwab 

Helping  Investors  Help  Themselves' 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  read  carefully  before  investing. 
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Commodity  trades  in  Moscow 


A  nation  of  hustlers 

The  smart  business  per- 
son looks  for  opportunities 
where  others  see  only  prob- 
lems. You  can't  scan  a  jour- 
nal or  light  up  the- tube 
without  hearing  about 
Russia's  troubles.  Setbacks 
to  economic  reform.  Rise 
of  a  demagogue.  Inflation. 
Quarrels  with  Ukraine. 
Few  people  seem  to  have  mmWMM 
noticed  the  healthy  eco- 
nomic ferment  that  underlies  all  this,  the  unleashing  of  individual 
initiative. 

Paul  Klebnikov  noticed.  A  fluent  Russian  speaker  and  frequent 
visitor  to  Russia  for  this  magazine,  he  persuaded  the  editors  it  was 
time  to  take  a  serious  look  at  the  prospects  for  doing  business  in 
Russia  and  investing  there.  Here's  what  Klebnikov  found: 

"Most  visitors  dwell  on  the  beggars,  the  unemployed,  the  ubiqui- 
tous shabbiness,  the  disorder.  Look  closer,  though,  and  you  see 
Moscow  is  a  boom  town.  There  are  thousands  of  new  businesses. 
Everywhere  buildings  being  restored  or  converted  into  offices. 
Everyone  is  hustling,  trying  to  sell  something,  buy  something,  make 
a  deal." 

Why  haven't  more  foreigners  seen  this  hopeful  side?  Klebnikov 
says  they  live  isolated  lives — and,  he  adds:  "They  are  taken  in  and 
turned  off  by  the  Russian  tendency  to  lie  brazenly  and  with  a  straight 
face.  One  Russian  investor  told  me  about  a  phenomenally  successful 
deal.  I  checked  it  out.  He  had  exaggerated  his  profit  tenfold,  but  it 
was  still  a  heck  of  a  deal.  So  why  did  he  need  to  lie?  He  probably 
figured  that  if  he  had  given  me  the  real  figures,  I  would  have  divided 
them  by  ten.  It's  a  hangover  of  the  old  Soviet  culture  where  lying  was 
official  policy. 

"Most  Western  offices  in  Moscow  have  prohibited  smoking.  Not 
for  health  reasons  but  because,  given  the  chance,  many  Russian  office 
workers  will  spend  half  the  day  taking  cigarette  breaks  and  chatter- 
ing. That's  the  way  things  were  in  the  workers'  paradise." 

Yet  Klebnikov  concludes  that  business  people  and  investors 
willing  to  deal  with  such  problems  will  find  brilliant  opportunities. 
He  says:  "Russians  can  be  good  workers.  Decades  of  surviving  Soviet 
misrule  have  made  them  very  resilient  and  resourceful.  As  against  the 
goof-offs,  I  also  saw  plenty  of  Russian  workers  laboring  deep  into  the 
night,  infused  with  the  excitement  of  making  money  and  working  for 
results." 

Klebnikov  came  away  with  three  firm  conclusions:  1 )  that  neither 
fascists  nor  communists  will  be  able  to  reimpose  rigid  control  on  the 
Russian  economy  or  do  away  with  the  market  economy  and  private 
property;  2 )  because  of  the  shortage  of  capital  in  Russia  and  the 
fantastically  low  ruble  exchange  rate,  property  and  business  assets 
can  be  bought  at  unbelievably  low  prices,  but  other  costs  are  much 
higher:  time  wasted,  bribes  and  even  personal  risk;  3)  it  will  be 
messy,  but  Russia  is  in  for  an  economic  boom.  Paul  Klebnikov's 
extraordinary  report  on  doing  business  in  Russia  begins  on  page  88. 
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Your  tomorrows  depend  on  the  consistent  performance  of  your  long-term  investments.  And  that's  why 
investors  have  made  Kemper  one  of  America's  largest  asset  managers.  For  over  forty  years,  the  Kemper 
Family  of  Mutual  Funds  has  been  dedicated  to  the  kind  of  steady,  long-term  performance  that  builds 
tomorrows  today.  Ask  your  financial  representative  or  call  Kemper  Mutual  Funds  at  1-800-KFS-8600,  ext.  75. 
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Were  Building  Tomorrows  Today 


Before  you  invest  in  a  fund,  carefully  read  ihe  brochure  and  prospectus  for  more  complete  information,  including  management  fees  and  expenses. 
Fund  performance  cannot  be  guaranteed  and  will  fluctuate.  ©1994  Kemper  Financial  Services,  Inc.  219600 


Can  you  recognize  this  individual? 
We  can. 

That's  because  Sprint  is  introducing 
their  new  voice  recognition  technology: 
a  voice  activated  FONCARD.SM  A 
system  specially  designed  to  make 


Hi 
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CALL  HOME 

ImHMi 
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life  easier  for  the  VIP  on  the  go  as 
well  as  the  MVP  on  the  run. 

With  it,  key  players  can  use  their 
voices  not  only  for  identification,  but 
as  a  way  to  virtually  "dial"  any  ten 
phone  numbers  of  their  choice.  Just  by 
voicing  an  audible  when  they  are  on 
the  line.  And  that  means  ten  less  num- 
bers to  remember. 

The  voice  activated  FONCARD  is 
part  of  the  Sprint  Priority  Gold  pack- 
age which  also  features  other  services 
that  will  enhance  your  record  on  the 
road-even  if  you  aren 't  a  quarterback 
like  Steve  Young. 

The  Sprint  Priority  Gold  package: 
special  recognition  for  special  people. 
For  yours,  call  1-800-597-5000. 


Sprint     s'£±  Sprint. 

r  fr^xna  voice  foncabd- 
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Wanted  man 

"Where  were  the  cops?"  our  head- 
line screamed  way  back  in  1987.  The 
story  concerned  one  Joseph  A.  Lugo 
Jr:,  who,  despite  a  history  of  fines, 
suspensions  and  consent  dccrees, 
continued  to  steal  from  investors, 
brokers  and  brokerage  firms. 

A  mere.seven  years  later  two  federal 
law  enforcers,  the  U.S.  Attorney's 
Office  in  Wichita,  Kans.  and  the  U.S. 
Postal  Inspection  Service,  proudly  in- 
formed us  that  the  scamster  was  on  his 
way  to  prison.  Having  copped  to  one 
charge  of  mail  fraud,  Lugo  was  sen- 
tenced in  December  to  three  years  in 
federal  prison,  no  parole. 

Turns  out  Lugo  and  co-convictee 


U.S.  Attorney  Gregory  Hough,  add 
ing  that  a  new  warrant  has  been  issued 
for  Lugo's  arrest.    -Neil  Weinberg 


Stock  scamster  Joseph  Lugo  Jr. 
Have  you  seen  this  man? 


Clarence  Long  pulled  the  same  scam 
in  Kansas  that  Lugo  had  done  in 
Florida,  as  outlined  in  our  story  (Apr. 
6,  1987).  Using  accounts  that  Long 
secretly  controlled  at  now  defunct 
Margate  Securities  Inc.,  Lugo  and 
Long  pumped  up  the  stock  price  of 
two  shell  companies,  Alpha  Interna- 
tional Corp.  and  Euro  Capital  Corp., 
in  1987  and  1988.  Then  Long  and  his 
proxies  put  in  buy  orders  for  the 
stocks  at  several  Topeka  brokerages, 
which  bought  the  shares  that  came 
from  the  Margate  accounts. 

Pocketing  the  proceeds  from  the 
Margate  account  sales,  Lugo  and 
Long  were  nowhere  to  be  found 
when  it  came  to  paying  the  Topeka 
brokers.  All  told,  the  five-state  scam 
cost  the  public  and  brokerages  $1.2 
million.  Long  is  now  doing  21 
months  in  a  federal  prison  in  Boron, 
Calif,  for  his  efforts. 

The  bad  news:  On  Jan.  13  Lugo 
failed  to  show  up  for  prison.  Has  he 
skipped  the  country?  "That  thought 
has  crossed  our  minds,"  says  Assistant 


Declining  fortunes 

Considering  the  respective  falls  ol 
Robert  Maxwell  (off  his  boat)  and 
Japan  Inc.  (on  its  face),  we  could  havei 
done  a  lot  worse  with  Berlitz  Interna- 
tional, Inc.,  the  foreign-language 
teachers  (July  22,  1991).  Impressed 
by  its  performance  under  Maxwell — 
his  publishing  outfit,  Macmillan  Inc., 
owned  56% — we  favored  the  Prince- 
ton, N.J. -based  firm  as  a  growth  stock 
selling  at  17  %,  or  32  times  earnings. 

Within  months  Maxwell  was  dead, 
Berlitz  was  writing  off  $195  million 
he  had  taken  out  of  the  company,  and 
creditors  were  puzzling  over  Mac- 
millan's  56%,  which  turned  up  as  col- 
lateral on  five  different  loans. 

Japan  was  a  bigger  problem.  Much 
of  Berlitz's  growth  came  from  teach- 
ing foreign  languages  to  Japanese  ex- 
ecutives, and  Japanese  to  the  rest  on 
the  world.  Both  dried  up  as  Japan 
slumped,  and  operating  profits  fell 
from  $26  million  in  1990  to  $10 
million  in  1992. 

Fortunately,  shareholders  fared 
better  than  they  might  have.  A  year 
ago  Japan's  Fukutake  Publishing  Co., 
a  partner  in  Berlitz's  Japanese  opera- 
tion, bought  the  firm  for  $19.50  a 
share  plus  a  little  bit  of  stock  in  the 
new  company.  New  Chief  Executive 
Hiromasa  Yokoi,  53,  is  closing  the 
unprofitable  schools  in  Japan  and 
opening  new  schools  in  Hong  Kong 
and  Eastern  Europe.  "In  the  past, 
Berlitz's  performance  was  too  heavily 
dependent  on  Japan  and  Western 


Berlitz  International's  Hiromasa  Yokoi 
Still  intact  after  Maxwell. 
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Consider  This  A 
Performance  Bonus. 


Lease  The  Lincoln  Mark  VIII, 
America's  Best-Selling  Luxury  Coupe: 


$ 


PER  MONTH,  24-MONTH  LEASE1 


Refundable  security  deposit  $550 

Down  payment  $1,000 

First  month's  payment  $539 

Cash  due  at  lease  inception  $2,089" 


STANDARD  FEATURES 

•  4.6-liter  32-valve 
Four-Cam  V-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags" 

•  Four-wheel  disc  anti-lock 
brakes 

•  Anti-theft  alarm 

•  Dual  Autoglide  front  seats 

•  Six-way  power  driver  and  passenger  seats  with  power  recliner  and 
lumbar  support 

•  Electronic  four-speed  automatic  overdrive  transmission 

•  CFC-free  electronic  automatic  climate  control 
For  more  information,  call  1  800  255-5433. 


LINCOLN 

W  hat    A    Luxury    Car   Should  Be 


— 


'Based  on  total  sales  from  1/01/93-12/30/93.  "Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt.  Lease 
payment  based  on  average  capitalized  cost  of  90.00%  MSRP  for  Mark  VIII  for  24-month  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  in  the 
U.S.  from  Sept.  1  to  Dec.  31,  1993.  Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  Payments  may  be  higher  in  AK,  CT,  KY, 
MA,  MO,  NC,  RI,  TX  &  WV.  For  special  lease  terms,  take  new  retail  delivery  from  dealer  stock  by  4/05/94.  Lessee  may  have  option  to  buy  vehicle 
at  lease  end  at  a  price  negotiated  with  the  dealer  at  signing.  Lessee  is  responsible  for  excess  wear/tear  and  $.11  per  mile  over  30,000  miLas.  Credit 
approval/insurability  determined  by  Ford  Credit.  Total  of  monthly  payments  is  $12,936.  "Excludes  tax,  title  and  other  fees.  Optional  wheels  shown 
not  included  in  price. 

LINCOLN-MERCURY  DIVISI0N<3g>     Buckle  up-together  we  can  save  live.. 


They  have  to.  They're 
Independent  Agents  who 
represent  Aetna. 


They  know  the  shoe  business.  They  know 
the  construction  business.  They  know  the 
car  business.  They  know  your  business. 
They  know  dozens  of  businesses  as  well 
as  they  know  their  own.  You  see,  more 
than  10,000  agents  have  been  taught  at 
the  Aetna  Institute.  There  they  learn  how 
to  understand  your  needs,  analyze  risk, 
and  give  you  a  policy  that's  just  perfect  for 
you.  They  want  your  business  to 
succeed  just  as  much  as  you  do. 
Aetna.  A  policy  to  do  morer 


/Etna 


PRINCE   HOTELS    INTERNATIONAL    DESTINATIONS:   TOKYO    PRINCE   HOTEL.  TOKYO, 


PR/9CE  CLUB  YtfTEWfAR-KyXAL 


NoObi-ait?os 

«*«*J  .  MCF  ARL  AND 


l  At  '  D  THHU  0  6/95 


\ntroducing  Tfie  \^atest 
\n  Japanese  Poiver  Too/s.  ISiozv 
Tin  a  ^sonvenient  Trave/  Size. 


a  Prince  Club 
International  card, 

power  and  privilege  in  Tokyo 
are  yours  for  the  asking.  Your 
room  at  the  luxurious  761-room 
Akasaka  Prince  Hotel 
will  be  guaranteed.  A 
10%  room  discount  is 
yours  automatically.  A 


complimentary  daily  breakfast 
is  yours  to  enjoy.  A  free  daily 
paper,  executive  lounges  and  ex- 
tended check  out  time  are  also 
at  your  disposal.  To  join  Prince 
Club  International, 
call  800-542-8686. 
You'll  have  power  in 
the  palm  of  your  hand. 


Akasaka  ®  prMTE  hotel 

TOKYO 


•lnvw  'mosaa  vnjhvh  :  i  n  v  w  'isioh  a  o  n  i  u  d  mvw  :  n  i  n  i  o  n  o  H  "laxoH  a  :>  n  i  a  d 


Europe,"  says  Yokoi  in  hesitant  bull 
passable  English.  "We  should  maktjl 
some  kind  of  balance,  because  at  onal 
time  you  cannot  expect  even'  countrj 
to  improve."    -Carol  M.  CroppeI 

For  want  of  a  lever 

India  was  an  easy  call  in  the  cola  wars) 
Usually,  the  first  of  the  two  giants  tc 
break  into  a  new  country  dominates. 
So  when  PepsiCo,  Inc.  beat  out  ( loca- 
Cola  to  get  the  license  to  sell  soft 
drinks  to  890  million  people,  we  de- 
clared it  the  winner  (Nov.  27,  1989). 

Pepsi  has  in  fact  done  quite  well, 
winning  25%  of  the  market  in  three 
years.  But  last  fall  Coke  erased  Pepsi's 
advantage  with  a  stunning  end  run.  In 
November  it  paid  $40  million  for  the 
brands  and  distribution  network  oJ 
Parle  Exports,  a  local  company  con- 
trolling 60%  of  the  soft  drink  market. 
Parle's  brands  are  nice — and  Coke 
w  ill  add  to  them — but  its  distribution 
network  is  even  better.  Says  Neville 
Isdell,  president  of  Coke's  Northeast 


India's  cola  wars 

Frugal  Pepsi  left  the  door  open. 


FAirope  and  Middle  East  Group,  "It's 
extremely  complex  to  cover  a  country 
the  size  of  India  in  a  short  period  of 
time,  particularly  if  you  have  two  very 
strong,  aggressive  competitors." 

Most  embarrassing:  Pepsi  had  a 
chance  to  buy  the  network  first  and 
passed  because  it  would  have  had 
redundant  bottlers  in  some  markets. 
Why  not  buy  just  to  make  it  tougher 
for  Coke?  A  former  Pepsi  executive 
offers  one  explanation:  "If  you  say 
you  need  to  invest  $100,  Coke  gives 
you  $300.  Pepsi  gives  its  people  $20 
and  tells  them  to  leverage  it  creative- 
ly." Sometimes,  trying  to  be  too  cre- 
ative can  lead  to  dumb  decisions. 
-Sub rata  N.  Chakravarty  ■ 
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$1,000,000 

Gift  Certificate 


Age  Cost* 

60  $142,000 

65  $193,000 

70  $266,000 

75  $335,000 

80  $438,000 

85  $600,000 
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GIFTS  CERTIFICATE 


I  want  to  tell  you  about  the  most  lasting, 
loving  gift  of  financial  security 
that  I  have  ever  come  across. 
The  Ultimate  Gift  Certificate  truly  is 
the  gift  that  lasts  beyond  a  lifetime." 

Dick  Clark 

As  Dick  Clark  discovered  when  he  purchased  the  first 
Ultimate  Gift  Certificate,  it  is  the  most  revolutionary, 
enduring  and  loving  gift  ever  made  available  for  family 

and  loved  ones. 

A  $1,000,000  Gift  Certificate,  costing  as  little  as  $142,000*, 
can  provide  a  legacy  of  wealth  for  your  children,  your 
grandchildren,  a  relative,  friend,  trusted  employee  or  even 
your  favorite  charity.  This  unique  Gift  Certificate  is  backed 
by  a  $1,000,000  insurance  policy,  underwritten  by  American 
General  Life,  which  can  potentially  increase  the  value  of  your 
estate  up  to  10  times  its  original  value  upon  your  death. 

Available  for  individuals  in  $50,000  to  $5,000,000 
Gift  Certificates  with  payments  of  one  to  ten  or  more  years. 

Call  toll-free  for  more  detailed  information  on  how 
The  Ultimate  Gift  Certificate  can  work  for  you. 


1-800/977- GIFT  (977-4438) 
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Wealth  Creation  Centers5* 

America 's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


1901  Avenue  of  the  Stars,  Suite  500,  Los  Angeles,  CA  90067 


This  is  a  paid 
endorsement. 


"Based  on  a  last-to-die  universal  life 
insurance  policy  issued  by  American 
General  Life  Insurance  Company.  Houston, 
Texas,  policy  form  no.  91 106; on  a  male  and 
female,  nonsmoker;  with  current  expense 
charges,  interest  and  cost  of  insurance  rates, 
any  of  which  may  change  and  affect  policy 
values  Actual  policy  values  also  depend 
upon  medical  underwriting  results.  (In 
NewYorkAmerican  General  Life  Insurance 
Company  of  New  York,  Syracuse,  NY  policy 
form  no.  89106  Policy  values  may  differ) 
Individual  policies  are  available 


Underwritten  by: 

American  Genera!  Life 


Houston,  Texas 


A  Subsidiary  of  American  General  Corporation 


A++  A.M.  Best 

AAA  Standard  &  Poor's 

AAA  Duff  &  Phelps 


©1994 
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No  escape 

R( » ,i  r  Farai  i  must  be  praying  Fedcr 
ated  Departmeni  Stores  ( 1  c >ps  in  its 
effort  i<»  acquire  bankrupt  rival  R.I  I. 
Macy  &  (.  a).  Lasl  August  Farah  an 
nounced  lie  was  quitting  the  top  mer 
chandising  job  al  Federated  to  be 
come  president  of  Macy's-  for  $1.2 
million  in  pay,  After  Farah  jumped 
ship,  violating  a  two  year  noncom 
pete  clause  in  his  contract,  Federated 
sued.  But  they  settled,  and  Farah  is 
supposed  to  start  at  Macy's  in  July, 

Of  course,  Federated  could  always 
forgive  Farah's  disloyalty  to  retain  his 
merchandising  skills. 

K(  )BER  I  R(  >si  ns  i  I  [N 


acy's  New  York  flagship 
How  forgiving  is  Federated? 


Double  Diamond 
X- rated  bonds 

Frr<  it  Investors  Shrvk  i-,  Inc.,  the 
New  York  based  credit  rating  firm,  is 
moving  its  corporate  and  municipal 
database  operations  far  from  Wall 
Street  to  tiny  Powell  in  northwestern 
Wyoming  A  big  reason  lor  the  move, 
says  I  nch,  is  us  deal  with  Powell's 
Northw  est  College,  part  of  the  si, itc 
university  system.  Fitch  and  North- 
west will  jointly  design  courses  so 
Students  can  work  at  the  facility. 

It  i  an'l  he  entirely  c<  tint  idenc e  that 
II.  Russell  Fraser,  Fitch's  chairman, 
owns  the  Double  Diamond  X,  a  160- 
acre  dude  ranch  in  the  middle  of  the 
Shoshone  National  Forest,  only  an 
hour's  drive  from  Powell.  Fraser's 
,  who  runs  the  ranch,  already  lives 


there  most  ol  the  time,  and 
would  be  surprised  if  the  c 
Stepped  up  the  amount  of 
spends  at  the  ranch. 


nob<  >dy 
hairman 
time  he 


Damage  from  the  Los  Angeles  quake 
Save  those  old  oil  exploration  maps. 


Faulty  thinking 

KENNETH  DERR,  the  blunt-speaking 
chairman   of  San  Francisco-based 
Chevron,    has   likened  Chevron's 
Ik  >me  state  to  a  foreign  country  in  part 
because  enviro  extremists  there  have 
lied  oilmen  up  in  regulation.  Luckily, 
however,  major  oil  companies  haven't 
destroyed  their  old  exploration  maps, 
which  seismologists  are  now  eagerly 
studying  lor  clues  as  to  which  geolog 
ical  fault  produced  the  devastating 
earthquake;  seismologists  have  pro 
nounced  the  notorious  San  .Andreas 
I. uilt  not  guilty.  One  place  they're 
looking:  the  maps  of  geologist  Thorn 
as  Dibblee.  Now  retired  and  living  in 
Santa  Barbara,  Dibblee,  82,  spent  15 
years  mapping  ( !alifornia's  major  sed 
imentary  basins  for  what  is  now  Los 
Angeles  based  Arco.  Arco,  Chevron 
and  other  oil  companies  are  consider 
ing  contributing  some  of  their  old 
maps  to  a  repository  proposed  by  the 
American  Geological  Institute. 

T<  >ni  M  \<  k 


Bye-bye,  Ohmae? 

Si  UlTiNG  tis  April,  Kenichi  Ohmae 
I  pronounced  ( )  My  ),  SO,  the  OUtspo 
ken  director  of  McKinsey  &  Co.'s 
Tokyo  office;,  will  take  a  nine-month 


sabbatical. 

Some  ofOhmae's  colleagues  arei 
sorry  to  see  him  go:  He  has  a  repul 
tion  for  arrogance.  But  a  lot  of  Jap 
nese  politicians  wish  Ohmae  won 
stick  to  consulting:  In  1992 
launched  a  political  pressure  grot 
favoring  deregulation  of  Japai 
tightly  controlled  economy.  He 
stung  the  government  with  his  art  icl 
in  the  press  harshly  critical  of  t 
I  [osokawa  coalition  government 


Unique  taste? 

Ever  SINCE  Japan  agreed  to  partid 
open  its  rice  market  to  imports 
December,  Japanese  rv  watchers  ai 
magazine  readers  have  been  treated  I 
all  kinds  of  taste  tests  and  conies 
about  whether  Japanese  rice  really 
better  than  the  much  cheaper Califc 
nia  variety.  Japanese  executives  wl 
once  worked  in  the  U.S.  are  chuc 
ling.  When  they  were  transferred  bad 
home   they  used   company  bougl 
cargo  space  to  stash  bags  of  Californ 
rice.  So  much  for  the  canard  th; 
foreign  rice  isn't  to  Japanese  taste 
-Can-  Kisi  nstok 

Scalper's  nightmare 

LAST  SEASON,  when  Michael  Jordai 
led  the  Chicago  Bulls  to  a  thit 


The  Chicago  Bulls  in  action 

Minus  Jordan,  less  action  for  scalpers. 


20 
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sight  title,  a  $55  scat  on  the  stadi 
1  floor  for  a  regular  season  contest 
ainst  the  New  York  Knicks  sold  on 
:  street  for  $150  just  minutes  be 
■e  the  game.  But  now  that  Jordan's 
ired,  this  season  the  price  has 
Dpped  as  low  as  $50.  "We're  get- 
ig  hammered,"  complains  William 
.,  a  scalper  on  Madison  Street,  west 
the  Loop.  Another  scalper  gripes 
it  Jordan's  surprise  retirement  last 
:tober  will  cost  him  at  least  $20,000 
,s  season  in  tax-free,  illegal  profits, 
tap  we  know  recently  paid  a  scalper 
it  $20  for  a  $60  face-value  seat  to 
tch  the  Jordanless  Bulls  squeak  by 
:  Washington  Bullets.  And  Michael 
rdan  was  in  the  audience  that  night. 

-William  M.  Stern 


sports  Nafta? 


)pening  A  franchise  in  Mexico 
ikes  good  financial  sense,"  says 
xiglas  Danforth,  managing  partner 
baseball's  Pittsburgh  Pirates.  "The 
untry  is  crazy  about  the  game;  the 
tential  owners  are  there;  and  it's  a 
ncal  way  to  expand  Major  League 
seball's  revenue  base."  The  new 
'enues  are  badly  needed:  Last  year 
out  half  the  majors'  28  teams  lost 
>ney.  Expect  Mexico  City  to  be  in 
:  running  for  a  franchise  as  early  as 
97.  Monterrey  or  Guadalajara 
uld  follow.  -W.M.S. 

do  much  white  space 

CONSUMER  demand  in  China  takes 
;reat  leap  forward,  so  does  advertis- 
5.  According  to  Lynda  Graham, 
ss  of  Saatchi  &  Saatchi's  China 
eration,  last  year  ad  spending  there 
;e  42%,  in  real  terms,  to  nearly  $2 
lion.  This  year  she  expects  it  to 
ell  another  real  40%.  But  China 
nains  a  can  of  worms  so  far  for 
'eign  ad  agencies.  An  ad  scheduled 
run  during  prime  time  may  instead 
outside  prime — or  not  at  all.  For- 
;n  companies  are  charged  a  big 
;mium  over  Chinese  companies, 
is  there's  constant  pressure  to  pay 
bes  in  exchange  for  print  space  and 
time. 

Then  there's  the  Beijing  newspaper 
it  Graham  says  rejected  an  ad  sub- 
tted  by  an  agency.  Too  much  white 
ice,  it  said;  a  waste  of  paper. 

-Andrew  Tanzer  hm 
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Our  world, 
your  pace. 

There  is  simply  more  lo  life 
at  the  5-Siar  Cloister  and 
Sea  Island. 

Nature's  daily  show 
invites  you-enhanccd  by 
activities  and  family  pro- 
grams admired  worldwide. 

Discover  fifty-four  holes 
ol  goll  1  mi «'  the  d(  mi. 1111  <  >l 
antebellum  Retreat 
Plantation.  Instruction  led 
by  Hall  of-Famer  Louise 
Suxss  '"ill  ( ><  'II  I  'iS1'^  I"1  IV 
Waterway  cruises.  Restful 
beach  club  and  spa.  Award- 
winning  tennis.  Marsh  and 
beach  horseback  outings. 

With  all-inclusive  dining 
(dressy  or  casual),  intimate 
evenings  and  more  to  share. 

Our  world,  your  pace. 
The  Cloister,  Sea  Island, 
Georgia  31561. 

Call800-SEA-ISLANDor 
912-638-3611.  Spa  packages 
available. 
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Average  Annual  Total  Returns  Through  12/31/93* 

H  New  America  Growth  Fund 
□  Lipper  Growth  Fund  Average 

20.5% 

17.2% 


17.4% 


T.  Rowe  Price  New  America  Growth  Fund  has  delivered  strong  perfor 
mance  by  investing  in  large 
and  small  growth  companies 
in  a  variety  of  industries, 
including  telecommunica- 
tions, entertainment,  travel 
and  leisure,  retailing  and 
insurance.  In  fact,  since  its 
inception,  the  Fund  has  con- 
sistently outpeformed  the 
Lipper  Growth  Fund  Average 
by  a  wide  margin.  $2,500 
minimum  ($1,000  for  IRAs). 
No  sales  charges. 

Call  24  hours  for  a  free  report 

1-800-541-7871 


BIO.6% 
J 


1  year 


5  years 


Sun  c  mi  i- pi  ii>n  •  1 


Invest  With  Confident 

TRoweRioe 


em, 
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*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested 
dividends,  and  capital  gain  distributions.  Total  return  represents  past  performance,  which  cannot 
guarantee  future  performance.  Investment  returns  and  principal  value  will  vary,  and  shares  may 
be  worth  more  or  less  at  redemption  than  at  original  purchase.  Past  and  present  expense  limita- 
tions have  increased  the  Fund's  total  return.  **9/30/85.  Request  a  prospectus  with  more  com- 
plete information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully 
before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Presidential  gift 

Sir:  Re:  "A  road  to  hell  paved  with 
good  intentions"  (Jan.  17).  I  pur- 
chased Hayek's  Road  to  Serfdom  and 
sent  it,  along  with  a  copy  of  your 
story,  to  President  Clinton. 
-William  W.  Fox 
Blythewood,  S.C. 

For  more  readers'  responses 
to  this  article,  see  p.  144. 

Colleges  as 
tax  collectors 

Sir:  In  "Taxation  without  representa- 
tion1' (Jan.  17)  you  argue  that  private 
college  tuitions  are  a  supplementary 
income  tax  "devised  by  a  private, 
unelected  and  unregulated  group — 
the  U.S.  college  cartel." 

Are  you  suggesting  that  these  in- 
stitutions would   be   better  con- 
trolled by  politicians  and  govern- 
ment regulation? 
-Hiram  S.  Cody  III 
New  York,  NT. 

Sir:  "Taxation  without  representa- 
tion" just  touches  the  tip  of  the  ice- 
berg on  cost  shirting  with  subsequent 
detriment  to  producers.  The  time  will 
come  when  those  of  us  who  produce 
will  put  our  foot  down  and  demand 
that  society  recognize  that  the  after- 
tax dollars  of  high  producers  are  more 
valuable  than  the  aftertax  dollars  of 
the  low  producers  because  of  the  tax 
rate  differentials. 
-Peter  F.  Holmes 
San  Antonio,  Tex. 

Sir:  The  colleges'  attitude  and  their 
"social  engineering"  are  not  too  dif- 
ferent from  what  is  now  happening  at 
the  federal  level  with  taxation.  Bill 
Clinton  and  the  Democratic  Con- 
gress have  chosen  to  practice  Robin 
Hood  economics — redefine  who  are 
"rich"  in  America  and  substantially 
raise  their  taxes. 
-Gary  H.  Cassel 
Baltimore,  Md. 

Sir:  Free  attendance  at  college  is  not 
an  entidement.  There  are  some  feder- 
al financial  aid  entidement  programs, 


but  they  are  so  small  they  don't  begin 
to  cover  the  costs  of  expensive  private 
institutions. 

When  a  student  applies  for  financial 
aid  from  a  high-cost  private  college, 
he/she  is  asking  for  gifts,  not  submit- 
ting to  taxation. 
-Claire  K.  Matthews 
Vice  President  for  Planning 

and  Dean  of  Admissions 
Connecticut  College 
New  London,  Conn. 

Roll  the  dice 

Sir:  Re  "George  Soros,  meet  A.W. 
Jones"  (Jan.  17).  The  description  of 
hedge  fund  managers  as  "dice-toss- 
ing  speculators"    implies  random 
probability  risk  taking.  Developing 
well-researched  opinions,  and  acting 
on  them  by  taking  aggressive  posi- 
tions, is  not  a  random  procedure.  Due 
diligence   requirements   for  hedge 
fund  investing  are  many  times  greater 
than  for  most  investments. 
-Ted  Caldwell 
Watermark  Capital  Management 
Chattanooga,  Tenn. 

Wishful 
thinking 

Sir:  Re  "New  support  for  old  thera- 
pies" (Dec.  20, 1993).  The  rising  pop- 
ularity of  "nonconventional  thera- 
pies" is  a  result  of  wishful  thinking, 
sophisticated  marketing  and  (in  the 
case  of  manipulation)  the  comfort 
that  often  follows  almost  any  form  of 
hands-on  therapy. 
-Robert  D.  Gillette,  M.D. 
Poland,  Ohio 


Head  for  business 

Sir:  Re  "Trading  celery  for  oil  filters' 
(Jan.  17).  My  conclusion  is  that  J.H 
Hyde  III  [of  AutoZone]  ran  the  bus! 
ness  he  selected  with  the  same  saw) 
that  built  a  grocery  empire.  To  attrib 
ute  Hyde's  success  in  the  automotiv 
aftermarket  to  his  selecting  an  indu 
try  with  high  margins  and  little  pric 
competition  is  inaccurate. 
-James  L.  Watson 
Portland,  Me. 

Rough  neighborhood 

Sir:  Re  "Powder  keg"  (Jan.  3).  Stev 
H.  Hanke  and  Sir  Alan  Walters  expec 
Ukraine,  after  over  three  centuries  u 
subjugation,  to  rise  like  a  phoenix  ou| 
of  the  ashes.  Every  time  Ukraine  hai 
attempted  a  resurrection,  Russia  ha 
been  right  there  with  an  iron  fist  t< 
squash  it  down.  Things  are  no  differ 
ent  today  except  that  Russia  now  has 
willing  partner  in  the  U.S.  to  help  lasl 
Ukraine  to  shreds. 
-Alexandra  Anders 
Las  Vegas,  Nev. 

Sorry, 

wrong  number 

Sir:  Re  "If  you  gotta  get  sued,  ge 
sued  in  Utah"  (Jan.  17).  The  statistit 
originally  provided  to  Forbes  regard 
ing  claim  payments  made  by  the  Civ 
of  Albuquerque  to  third-party  claim 
ants  included  amounts  paid  for  legai 
defense  costs,  expert  witness  fees,  in 
vestigative  services  and  other  expen 
ditures  considered  loss -adjusting  ex 
penses.  The  actual  amount  paid  by  tho 
city  to  claimants  was  $5,719,486  dur 
ing  the  fiscal  year  ended  June  30 
1993. 

-John  T.  Ewing,  cpa 
Risk  Finance  Manager 
City  of  Albuquerque,  N.M. 

Hand  in  the 
cookie  jar 

Sir':  "Malingerers'  Charter"  (Jam 
17)  confirms  that  rich  Florida  retiree: 
are  not  the  only  people  drawing  frorr 
the  Social  Security  system.  Man\ 
younger  people  are  dipping  into  the 
till,  thereby  jeopardizing  the  future 
payments  of  all  young  people. 
-Karl  F.  Tarbox 
Wiscasset,  Me. 
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Why  your  mother  would  prefer 
you  to  fly  Qantas. 


Bless  her  heart,  she  only 
wants  you  to  have  the  best. 

Oh,  and  of  course,  to  use 
some  of  the  thousands  of 
frequent  flyer  miles  that  you 
can  earn  on  Qantas  to  come 
home  and  visit  her  once  in  a 
while.  (On  Qantas,  you  can  earn 
miles  with  Alaska,  Canadian 
or  American  Airlines  ,  or  with 
our  own  program.) 

It  makes  her  happy  to  know 
that  we'll  spoil  you  the  way  she 
used  to  do.  Our  outstanding 
reputation  for  both  safety  and 
maintenance  doesn't  do  any 
harm,  either. 

We've  been  around  since 
she  was  a  little  girl.  Yet  our  fleet 
is  one  of  the  youngest  in  the  air. 
And  we  have  more  flights  to 
Australia  and  the  South  Pacific 
from  North  America  than  any 
other  airline. 

After  all  that  she's  done 
for  you,  is  this  really  too 
much  to  ask? 

Call  your  travel  agent  or 
Qantas  at  1-800-227-4500. 
And  give  your  mother  a  call 
sometime,  too;  she'd  like  that. 


THE  AUSTRALIAN  AIRLINE 


i/Vith  all  thy  getting  get  understanding' 


Fact  and  Comment 


y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


DON'T  UNDERCUT 

espite  Whitewater,  Congress  should  not  renew  the 
iecial  prosecutor  law  that  expired  over  a  year  ago.  This 
ifice,  created  in  the  aftermath  of  the  Watergate  scan- 
d,  was  too  often  abusive,  unaccountable,  ill-disci- 
ined.  It  was  unnecessary  and  went  against  the  spirit  of 
merican  justice. 

The  ill-usage  derived  from  the  fact  that  a  special  prosecu- 
ir  was,  for  all  intents  and  purposes,  accountable  to  no 
le.  A  special  prosecutorial  investigation  suffered  no  bud- 
:t  or  time  constraints.  Because  of  its  unlimited  resources, 

>  targets  had  to  be  prepared  to  spend  immense  sums 

>  defend  themselves.  Even  when  defendants  successful- 
fended  off  one  set  of  charges,  prosecutors  could  and 
d  bring  another  round.  These  powers  made  a  mockery  of 
ie  constitutional  prohibition  against  double  jeopardy. 
The  most  egregious  example  of  special  prosecutorial 
;rversity  was  Lawrence  Walsh,  appointed  to  investigate 
e  Iran- Contra  scandal.  After  seven  years  and  $40  mil- 
Mi,  Walsh's  courtroom  record  was  one  of  almost  total 


THE  CONSTITUTION 

failure.  He  did  win  some  empty  plea  bargains  because 
defendants  couldn't  come  up  with  the  million-plus  dol- 
lars for  their  defenses.  Our  own  chairman  was  falsely 
accused  by  Walsh.  His  main  indictment  was  tossed  out  by 
the  courts  in  the  fall  of  1992.  In  a  brazen  act  of  political 
manipulation,  Walsh  renewed  the  indictment  just  before 
the  presidential  election  in  order  to  hurt  President  Bush. 
Weeks  later,  the  charge  was  thrown  out  again.  Only  a 
presidential  pardon  saved  former  Defense  Secretary 
Weinberger  from  further  Walsh  persecution. 

Whitewater?  The  tools  already  exist  to  get  the  truth. 
Political  tampering  failed  to  stop  such  an  investigation 
during  Watergate.  Armed  with  its  subpoena  power,  Con- 
gress can  hold  meaningful  hearings  to  get  at  the  facts,  as  it 
has  done  many  times  before.  Senator  Dole's  idea  of  a 
bipartisan  select  committee  to  handle  such  an  investiga- 
tion is  sound. 

The  media,  too,  can  play  their  traditional  role  of 
ferreting  out  any  wrongdoing. 


WHY  IS  JANET  RENO  STILL  ATTORNEY  GENERAL? 


dst-Waco  investigations  demonstrate  that  Attorney 
eneral  Reno  exercised  murderously  bad  judgment  that 
d  to  the  unnecessary  loss  of  over  70  lives.  Her  seeming 
ndor  and  bravado  were  a  cover  for  a  lack  of  truth-telling. 
Her  flaky  comments  on  crime  have  rightly  enraged 


law  enforcement  officials.  For  weeks  she  stonewalled  on 
Whitewater,  faithfully  mouthing  White  House-written 
lines  that  no  special  internal  investigation  was  necessary. 
Only  when  public  pressure  forced  a  reversal  did  she  do 
what  she  should  have  done  before. 


PROTECTION  PRODUCES  POVERTY 


ice  President  Gore  rattled  Ross  Perot  in  that  Nafta 
:bate  when  he  presented  Perot  with  a  photo  of  Reed 
noot  and  Willis  Hawley.  The  Veep  used  the  gesture  to 
iderscore  the  economic  destructiveness  of  protection- 
n,  pointing  out  that  the  Smoot- 
awley  tariff  was  one  of  the  principal 
uses  of  the  Great  Depression. 
The  Vice  President  had  it  right — 
most.  Smoot-Hawley  wasn't  a  prin- 
pal  cause,  it  was  the  cause  of  the 
Dck  market  crash  and  the  subse- 
ient  catastrophic  global  contrac- 
m.  Tariffs  are  taxes.  By  raising 
ices,  tariffs  inhibit  commerce.  By 
us  inhibiting  economic  activity, 
ey  increase  unemployment  and  re- 
lce  the  market  value  of  businesses.     Ghosts  of  disasters  past. 


Smoot-Hawley  was  toxic  in  two  ways.  It  boosted 
import  taxes  on  most  goods  to  calamitously  high  levels, 
guaranteeing  a  serious  downturn.  Two  previous  tariff- 
raising  binges — in  1890  and  1909 — had  harmed  the 
economy,  but  this  time  the  damage 
was  infinitely  more  severe. 

We  had  become  the  world's  chief 
creditor.  Countries  owed  us  debts 
from  the  First  World  War.  We  had 
also  invested  heavily  around  the 
globe  in  the  1920s.  The  only  way 
other  nations  could  create  the  wealth 
to  service  the  debts  and  make  those 
investments  profitable  was  if  they 
were  able  to  sell  their  products  and 
services  to  us  and  to  each  other.  By 
making  it  impossible  for  them  to 
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trade  with  us,  we  sharply  reduced  the  worth  of  our 
overseas  investments  and  guaranteed  massive  defaults  on 
the  debts  owed  to  us.  This  also  meant  U.S. -based  finan- 
cial assets  would  be  worth  considerably  less. 

Once  Smoot-Hawley  became  law,  other 
nations  quickly  retaliated.  Trade  shriveled. 
Countries  imposed  currency  controls  to 
"keep"  money  at  home.  Capital  flows  dried 
up.  Beggar-thyneighbor  policies  proliferat- 
ed. The  Great  Depression  was  on. 

Jude  Wanniski's  The  Way  the  World  Works 
first  described  how  the  Smoot-Hawley  tariff 
brought  on  the  stock  market  crash  and  the 
Depression.  The  crash  came  when  the  tariff 
started  making  its  way  through  Congress. 
(When  it  occasionally  looked  as  if  the  bill  would  fail, 
stocks  rallied  sharply.) 

The  book's  thesis  has  been  derisively  dismissed  by 
economists  and  historians  since  appearing  in  1978.  Why? 
Because  it  demolishes  the  foundation  on  which  modern, 


post  Depression  economics  has  been  built.  The  global 
slump  seemingly  justified  a  pervasive,  active  government 
role  in  the  nation's  economic  life.  Without  this  constant 
intervention,  students  have  been  told  ever 
since,  the  economy  would  quickly  fall  back 
'into  another  cataclysmic  contraction. 

It's  a  colossal  intellectual  conceit  that  a 
handful  of  Washington  wise  men  and  women 
can  calibrate  the  spending,  investment  and 
savings  decisions  of  250  million  Americans. 
Washington  can  influence  the  economy,  but 
rarely  in  the  ways  it  intends. 

Economic  catastrophes  result  not  from  in- 
herent weaknesses  of  a  free  market  but  rather 
from  blundering  government  policies. 
Smoot-Hawley  gave  us  the  Depression.  Excessive  Federal 
Reserve  money  creation  and  excessive  taxation  gave  us 
the  stagflation  of  the  1970s.  Government  officials,  politi- 
cos  and  economists  should  be  reminded  of  the  first 
principle  of  medicine:  Don't  harm  the  patient. 


VIEWERS,  NOT  POLITICOS,  SHOULD  DECIDE  WHAT  THEY  CAN  WATCH 


The  Supreme  Court  should  toss  out  a  1992  federal  law 
forcing  cable  TV  systems  to  carry  local  TV  stations'  signals. 
Such  must-carry  dictates  violate  the  First  Amendment. 

One  of  the  primary  victims  of  this  Wash- 
ington-knows-best  requirement  has  been 
C-SPAN.  To  make  room  for  these  local 
broadcasts,  a  number  of  cablers  have  can- 
celed or  cut  back  C-SPAN.  This  hurts 
the  democratic  process  in  this  country. 
C-SPAN's  growth  since  its  inception  is  re- 
markable testimony  to  the  increasing  inter- 
est Americans  have  in  seeing  our  politics  and 
politicians  straight,  without  the  truncated  or 
sometimes  distorted  filter  of  the  media. 

The  same  mentality  that  supported  this 
legislation  may  have  Congress  force  the  ca- 
ble systems  to  carry  C-SPAN.  That  would 


CEO  Brian  Lamb:  Politics 
blur  C-SPAN's  picture. 


programming  or  coverage  should  or  should  not  be  pro- 
vided. The  success  of  C-SPAN's  growth  in  an  unregulat- 
ed environment  demonstrates  that  the  network  can  thrive 
and  prosper  without  political  crutches. 

The  must-carry  rules  are  part  of  a  bill 
that  also  imposed  price  controls  on  the 
cable  industry.  The  results  have  been  pre- 
dictably perverse.  Millions  of  viewers  have 
found  their  monthly  bills  going  up  instead 
of  down. 

In  fact,  the  Court  might  examine  whether 
there  is  any  need  now  for  government  regu- 
lation of  radio  and  television.  The  original 
premise  for  government  intervention  was 
that  the  airwaves  are  a  limited  resource  that 
belongs  to  the  public  and  has  to  be  managed 
for  its  benefit.  Technology  is  demolishing 


compound  the  felony.  Congress  should  not  be  in  the  that  proposition.  Channels  are  proliferating  faster  than 
business  of  telling  any  part  of  the  media  what  kind  of    rabbits,  and  this  fecundity  is  just  beginning. 


ANTIFEMALE 

amongst  both  men  and  women  still  lives.  Look  at  the 
horrified  reaction  to  recent  medical  breakthroughs  that 
enable  elderly  women  to  become  pregnant — "immoral," 
"unnatural,"  "perverse"  were  among  the  milder  epithets. 
The  French  government  will  soon  ban  the  medical  proce- 
dures that  permit  older  women  to  achieve  pregnancy. 


CHAUVINISM 

Those  outraged  critics  should  take  a  powder.  Men  can 
physically  father  children  'til  the  end  of  their  own  lives. 
Why  is  it  such  an  abomination  that  medical  advances  are 
enabling  women  to  bear  children  later  in  life  than  had 
previously  been  possible?  Shouldn't  this  be  a  matter  of 
personal  choice? 


HOT 

Disclosure — by  Michael  Crichton  (Alfred  A. 
Knopf,  $24).  A  sexual  harassment  version  of 
man  bites  dog;  in  this  case  woman  boss  harass- 
es male  subordinate.  But  Crichton's  well-re- 
searched, well-written,  fast-paced  tale  is  no 
misogynous,  antifeminist  lament.  He  thor- 
oughly, carefully  deals  with  all  aspects  of  this 
explosive,  emotional,  litigious  issue.  Few  writ- 
ers can  match  this  one  for  educating  within  the 
context  of  fascinating  fiction. 


TOPIC,  HOT  BOOK 

Excerpt:  "Harassment  is  about  power — the  un- 
due exercise  of  power  by  a  superior  over  a  subordi- 
nate. There's  a  fashionable  point  of  view  that  says 
women  are  fundamentally  different  from  men, 
and  that  women  would  never  harass  an  employee. 
On  the  basis  of  facts,  I  don  'tsee  much  difference  in 
the  behavior  of  men  and  women.  "Louise  Fernan- 
dezput  on  her  raincoat.  "Unfortunately,  the  law 
has  nothing  to  do  with  justice,"  she  said.  "It's 
merely  a  method  for  dispute  resolution. "  WB 
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If  pur  phone  system 
was  this  inefficient 
you'd  fire  it  too. 


Spotting  a 
lazy,  inefficient 
employee  is  easy. 
Spotting  a  lazy, 
inefficient  phone 
system  is  a  bit 
more  difficult. 
However,  they  can 
both  drain  revenues 
right  off  your  company's  bottom  line.  Perhaps 
you  should  take  a  moment  and  give  your  phone 
system  a  little  evaluation. 

Is  it  designed  to  lower  costs 
and  improve  customer  service? 
Can  it  make  employees  more 
productive?  Will  it  help  generate 
more  revenue?  If  you  answered  no 
to  any  of  the  above  questions,  we 
have  only  one  suggestion:  Give  it  the  axe. 

Then  give  us  a  call.  We'll  install  a  phone 
system  that  can  do  all  of  the  above.  And  more. 
Just  look  what  we  did  for  Contour 


ROLM  is  part  of  the 
Siemens  family,  the 
world's  largest  private 

communication 
systems  manufacturer 
Siemens  has  helped 
businesses  njn  more 
efficiently  for  over 
1 40  years. 


Software,  a  leading 
national  supplier  of 
loan  processing 
software.  After  they 
invested  $55,000, 
their  computer  and 
telephone  were  able 
to  work  together. 
Now,  Contour  can 
quickly  identify  customers  when  they  call  and 
have  recovered  an  unexpected  $75,000  in  fees 
from  unlicensed  sites. 

If  you'd  like  to  find  out  how  your  company 
can  get  that  same  kind  of  competitive  edge,  just 
give  us  a  call.  We'll  send  you  a  free  booklet 
called  "101  Ways  To  Make  Or  Save  Money  With 
Your  Phone  System  .' 

Then  close  your  office  door. 

It's  time  to  have  a  word  with  your  phone. 


A  Siemens  Company 

1-800-R0LM-123  ext.  F1 


New  engine.  Advanced  safe 
multilink  rear  suspension.  But  v| 


As  part  of  a  gruelling  battery  of  dura-  I  uncanny  sense  of  peace  and  quiet  at 
bility  tests,  the  left  rear  window  of  the    I   most  any  speed. 

new  Mercedes  C-Class  was      IntrodlICing_a  But  tne  best  part  0f  t^e 

whole  new  class 


opened  and  closed  nearly  P  r  left  rear  window  on  the  new 

of  cars  from 

25,000  times.  Merced eS-BeilZ.     Mercedes   C-Class   is  the 


The  electric  motor  was  designed 
with  special  rubber  mountings,  isolat- 
ing vibration  and  noise. 

And  the  glass  itself  is  4  millimeters 
thick,  helping  lend  the  interior  an 


sticker  price  on  it:  Starting  at  $29,900* 
it's  an  incredible  new  Mercedes  at  an 
equally  incredible  price. 

For  example,  in  addition  to  the  4- 
wheel  Antilock  Braking  System,  front 


and  rear  crumple  zones,  dual  air 
and  Emergency  Tensioning  Retr; 
for  the  front  seat  belts,  the  C-Cla; 
some  other  innovative  ways  of  pr 
ing  you  in  an  accident. 

Windshield  and  rear  window 
bonded  to  the  body,  increasing  strui 
rigidity.  Doors  are  designed  to  sta> 
ed  in  an  accident,  but  open  afterv 

The  C220's  16-valve  4-cylinde 


*MSRP  for  a  C220  excludes  $475  transportation  charge,  all  taxes,  title/documentary  fees,  registration,  tags,  dealer  prep  charges,  insurance,  optional  equipment,  cer((/j 
your  seat  belt.  ©1993  Mercedes  Benz  of  North  America,  Inc.,  Montvale,  N.I.,  Member  of  the  Daimler  Benz  Group. 


items.  And  a  sophisticated 
11  you  see  the  left  rear  window. 


d  the  C280's  24-valve  6-cylin- 
;ine  deliver  torque  when  you 
nost:  merging  and  passing, 
dvanced  computer  system  con- 
ly  coordinates  critical  func- 
se  air/ fuel  mixture  and  valve 
improving  performance,  econo- 
reducing  emissions, 
while  a  front  spoiler,  low  hood 
and  integrated  bumpers  re- 

or  non  compliance  fees,  and  finance  charges. 


duce  wind  noise  and  improve  economy, 
the  impressive  0.32  drag  coefficient 
was  not  achieved  at  the  expense  of  pas- 
senger comfort. 

Orthopedically  designed  front  seats 
adjust  in  10  different  directions,  in  a 
roomy  cabin  designed  with  enough 
headroom  for  five  6' 2"  adults.  (For  any- 
one taller,  there's  the  standard  sunroof.) 
All  of  which  adds  up  to  an  impres- 

Prices  may  vary  by  dealer.  Base  MSRP  for  a  C280  is  $34,900. 


sively  safe,  powerful,  well-equipped, 
and  reliable  Mercedes-Benz.  Even  be- 
fore you  notice  the  left  rear  window. 

For  more  information  on  the  new 
C-Class,  call  1-800-FOR-MERCEDES. 


The  New  C-Class 
Starting  at  $29,900* 


Air  bags  are.  supplemental  restraints.  Please  always  wear 


Other  Comments 


That's  Entertainment! 

Consider  getting  a  law  degree  before 
you  take  a  whack  at  Form  329,  the 
one-page  complaint  sheet  about  cable 
rates  that  the  Federal  Communica- 
tions Commission  has  cooked  up. 

The  FCC  estimates  that  it  has  re- 
ceived about  4,000  complaint  forms 
from  consumers,  municipalities  and 
cities  grousing  about  current  rates  or 
recent  increases  by  cable  operators. 
An  attorney  in  the  FCCs  cable  ser- 
vices division  said  "less  than  half"  had 
mistakes  and  were  returned  to  senders 
with  a  request  to  try  again. 

What's  the  problem?  Consumers 
neglect  to  fill  in  some  sections.  They 
don't  bother  sending  copies  to  their 
cable  company  and  local  franchising 
authorities — musts  to  get  a  refund. 

The  FCC  advises  complainers  to 
set  aside  an  hour  to  fill  out  the  form. 
That's  about  half  the  time  it  takes  to 
fill  out  IRS  Form  1040EZ. 
-Cindy  Skrzycki,  'Washington  Post 

The  Unkindest  Cut  of  All? 

The  Sierra  Club  has  spent  years  and 
millions  of  dollars  to  convince  the 
public  that  logging  should  be 
stopped.  But  William  Arthur,  North- 
west regional  manager  of  the  Sierra 
Club,  this  summer  logged  and  sold 
20  log-truck  loads  of  timber  from  his 
land  in  northeast  Washington  State. 

The  1 5 -acre  harvest  met  state  regula- 
tions for  private  land,  with  some  70%  of 
the  standing  timber  harvested.  Arthur 
called  the  harvest  a  "selective  cut." 

Arthur's  actions  speak  much  louder 
than  his  previous  words.  At  President 


Clinton's  Forest  Conference'  last 
April,  Arthur  testified:  "We  cut  like 
there's  no  tomorrow  and  tomorrow 
caught  up  with  us  yesterday." 
-Plumb  Line,  published  by  the  West- 
ern Wood  Products  Association 


Love  is  the  irresistible  desire  to 
be  irresistibly  desired. 

-Robert  Frost,  quoted  in 

A  Curmudgeon's  Garden  of  Love, 

compiled  by  Jon  Winokur 

Room  to  Grow 

Seventy-five  percent  of  the  popula- 
tion lives  on  1.5%  of  the  land  surface. 
This  country  would  have  to  quadru- 
ple its  population  before  it  reached 
the  density  of  Europe. 
-Ted  Morgan, 
On  Becoming  American 

Leave  Well  Enough  Alone 

America  is  the  world  leader  in  medi- 
cine and  microelectronics,  a  direct 
result  of  our  unique  economic  and 
political  system,  which  encourages  in- 
novation and  relies  upon  market  forces 
to  direct  capital  and  human  energy  to 
human  needs  and  wants.  Competition 
is  an  essential  force  in  our  system. 

The  progress  we  have  made  in  mi- 
croelectronics— and  our  ability  to  de- 
liver higher-performance  products  at 
lower  cost — stands  in  marked  contrast 
to  virtually  any  government-directed 
enterprise.  There  are  those  who  be- 
lieve that  the  resources  we  devote  to 
medicine  and  medical  science  could 


be  more  effectively  directed  by  gov- 
ernment, attributing  the  increasing 
cost  of  medical  care  to  the  high  cost  of 
medical  technology  and  to  competi- 
tion between  institutions  that  use  this 
technology.  [They  would]  ration  the 
availability  of  medical  technology 
equipment,  on  the  assumption  that 
scarcity  will  improve  utilization  rates. 

The  success  of  the  microelectronics 
industry  proves  the  opposite  view. 
The  proliferation  of  technology  and 
the  development  of  mass  markets  have 
enabled  us  to  produce  better  products 
at  lower  costs  in  a  manner  beyond  even 
our  own  expectations.  In  doing  so,  we 
have  improved  life  for  untold  millions. 
-W.J.  Sanders  III,  Chairman  & 
CEO,  Advanced  Micro  Devices,  Inc. 

It's  Criminal 

Lawrence  Walsh's  seven-year  Iran- 
Contra  probe  ended  with  the  release  of 
a  566-page  report.  He  spent  at  least 
S37  million  on  research,  lawyers  and 
often  questionable  expenses.  That 
breaks  down  to  $65  ,371  for  every  one 
of  the  566  pages  in  his  final  report. 
Assuming  250  words  a  page,  his  report 
cost  an  eyepopping  $2,615  a  word.  A 
new  standard,  no  doubt,  for  running 
the  meter  on  a  litigation  idling  in  park. 
-Wall  Street  Journal 

Power  Lunch 

A  businessman  took  his  new  bank 
manager  out  to  a  £40  lunch.  He 
was  shocked  when  the  bank — Bar- 
clays— charged  him  £110  for  the 
manager's  time. 

-The  Economist  MB 
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The  Bombay  Sapphire  Martini.  As  Sculpted  by  Robert  Lee  Morris. 

POUR  SOMETHING  PRICELESS. 

Bombay®  Sapphire™  Gin  47%  alc/vol  (94  Proof).  100%  grain  neutral  spirits.  ©1993  Carillon  Importers.  LTD  ,  Teaneck.  Nl.J  ©1993  Robert  Lee  Morris. 


No  one 
thinks  about 

retiring  more 

than  we  do. 


At  CIGNA,  we  provide  retirement 
and  investment  services  for  over  7,000 
companies  and  five  million  people.  We 
manage  over  $33  billion  in  retirement 
assets.  And  have  the  largest  network  of 
retirement  specialists  in  the  country. 
We  became  such  a  major  player  by  taking  a  different  approach.  Unlike  others,  we  don't 
try  to  sell  you  what  we  have.  We  first  figure  out  what  you  need.  Then  customize  a  pro- 
gram that  works  best  for  your  company.  Offering  a  full  range  of  investments  and  services 
to  make  defined  benefit  and  401(k)  plans  successful.  From  actuarial  services  and  benefit 
payments  to  employee  communications  and  recordkeeping.  Giving  you  and  your 
employees  a  wide  range  of  investment  options.  Including  access  to  some  of  the  best 
performing  mutual  funds  in  the  industry.  But  what  really  makes  us  different  is  not  what 
we  do.  But  how  we  do  it.  Our  goal  is  100%  customer  satisfaction,  100%  of  the  time. 
Which  is  what  you'd  expect  from  the  people  who  spend  all  day  thinking  about  retiring. 


CIGNA  Retirement  & 
Investment  Services 

A  Business  of  Caring. 


Virgin's  free  hmo  jrom  home  to  airport 


Virgins  free  limo  from  London  airport  lo  hotel 


Virgin's  free  hmo  Jrom  hotel  to  London  airport 


Virgin's  free  hmo  from  uirpoit  hath  to  home 


The  Free  Limos  On     I  The  Free  Limos  On  I 

Virgin's  Business  Class  j  Other  Business  Classes  \ 

Its  a  tough  decision. 
Take  your  time. 

Oh,  decisions,  decisions.  When  you  fly  to  London  on  Virgin's  Business  Class  (we  call  it  Upper  Class®)  we  provide  complimentary  door-to- 
door-to-door-to-door  limo  service.  Or  you  have  the  option  to  get  a  free  Avis  rental  car  for  four  days  instead  Or  a  free  First  Class  BntRail 
pass.  And  that's  just  on  the  ground.  Once  in  the  air,  you  can  stretch  out  in  your  own  sleeper  seat  And  we  really  mean  stretch  out 
Virgin  offers  up  to  15"  more  legroom  than  other  Business  Classes.  And  on  select  flights,  we  also  have  an  in-flight  manicurist  and  masseuse. 
No  other  Business  Class  offers  all  this.  In  fact,  quite  a  few  offer  none  of  it  Virgin  Atlantic  Airways.  Take  us  for  all  we've  got. 
Virgin  Atlantic  flies  to  London's  Heathrow  from  JFK,  Newark  and  LAX,  and  to  Gatwick  from  Boston,  Miami 
and  Orlando.  San  Francisco  service  to  London's  Heathrow  begins  Spring  1994. 
For  information  or  reservations,  call  your  travel  agent  or  Virgin  at  800-862-862 L 


virgin  atlantic 


Commentary 

m  events  at  home  and  abroad 


ly  Caspar  W.  Weinberger,  Chairman 


HOW  TO  DESTROY  NATO 

fthe  Administration  had  a  clear,  unambiguous  policy    sumably  under  WEU  or  U.N 


f  destroying  NATO,  it  came  closer  to  securing  that  objec- 
ve  last  month  with  the  President's  European  trip  than 
dth  anything  else  it  has  tried  in  the  field  of  foreign  affairs. 
NATO,  the  most  successful  alliance  in  our  history,  is 
ow  being  treated  by  the  U.S.  as  a  means  of  appeasing 
veryone  we  are  currently  afraid  to  offend.  Instead  of 
xpanding  NATO  by  extending  membership  to  Poland, 
lungary,  the  Czech  Republic  and  Slovakia,  we  yielded  to 
aissian  objections,  fueled  by  Mr.  Yeltsin's  fears  of  the 
nbecilic  radical,  Vladimir  Zhirinovsky,  whose  policies 
Dund  like  a  young  boy's  writing 


n  the  outhouse  wall. 
If  NATO's  policies  are  to  be 
etermined  by  Russian  fears  of  an 
xtremist  who  wants  to  take  back 
oland  and  Alaska  and  whose 
arliamentary  behavior  makes 
Krushchev's  shoe -banging  look 
ke  a  benediction,  there  is  a  good 
rgument  that  NATO  is  lost.  Be- 
lg  offered  the  pallid  Partnership 
)r  Peace,  which  is  touted  by  the 
J.S.  as  a  substitute  for  full  NATO 
lembership,  is  roughly  like  being 
ffered   the   ambassadorship  to 

Jpper  Slobovia — something  given  to  keep  disappointed 
pplicants  from  going  public  with  their  disappointment. 

But  the  heaviest,  most  dangerous  blow  to  NATO's 
tture  was  self-inflicted,  administered  in  order  to  keep 
ranee  happy.  France  has  refused  to  support  NATO's 
lilitary  defense  of  Europe  because  it  wants  to  dominate  a 
Europe-only  defense"  independent  of  NATO,  which 
as  the  U.S.  as  a  heavily  contributing  member.  NATO 
as  always  soundly  rejected  this  approach  because  it 
'ould  mean  the  destruction  of  the  Atlantic  alliance  and 
'ould  subject  Europe  to  a  defense  without  U.S.  military 
ower.  Indeed,  "decoupling"  the  U.S.  and  Canada  from 
airope  was  a  cardinal  policy  of  the  old  U.S.S.R. 

But  with  the  Cold  War  won  and  an  American  Adminis- 
•ation  not  seeming  to  care  or  know  enough  about 
urope  to  realize  the  risks  of  weakening  NATO,  we  have 
greed  to  allow  a  hitherto  moribund  Western  European 
Jnion  (WEU)  to  siphon  off  NATO  forces.  They  will  be 
tilled  out  to  be  used  for  "Europe-only"  activities,  pre- 


Presidents  Yeltsin  and  Clinton:  Their  meeting  had 
less  substance  than  meets  the  eye. 


control.  And  the  fearful 
errors  that  have  been  and  are  being  made  in  the  former 
Yugoslavia  show  us  the  U.N.'s  capabilities. 

This  grave  weakening  of  the  Atlantic  alliance  was  ac- 
companied by  wildly  triumphant  rhetoric,  attempting  to 
stifle  all  criticisms.  The  White  House  stance  is  that  this 
yielding  to  France's  nationalistic  demands  will  create  a 
"separable  but  not  separate"  capability,  which  in  turn  will 
yield  a  better  relationship  with  France.  But  rhetoric  cannot 
change  the  fact  that  our  giving  in  to  France  gives  momen- 
tum to  Jacques  Delors'  dream  of  a  common  foreign  and 
security  policy  for  the  new  Europe- 
an entity  he  has  tried  to  create  with 
the  Maastricht  Treaty.  It  is  also  a 
long  step  toward  that  decoupling 
of  the  U.S.  from  Europe  for  which 
the  Soviets  worked  so  hard. 

Another  activity  of  Clinton's 
European  trip  masked  by  the  eu- 
phoric haze  of  self-congratulation 
was  our  agreement  with  Yeltsin  and 
Ukraine's  President  Kravchuk  ( but 
not  its  parliament)  for  Ukraine  to 
give  up  its  nuclear  weapons.  The 
manner  of  "giving  up"  has  caused 
those  who  have  seen  that  portion  of 
the  agreement  considerable  alarm:  The  U.S.  will  buy  the 
uranium  from  Ukraine's  weapons  and  have  it  transformed 
into  fuel  for  power  plants;  in  addition  Ukraine  will  receive 
at  least  $330  million — even  though  it  is  estimated  to 
"realize  about  $1  billion"  from  the  uranium  sales.  Little 
noticed,  thus  far,  is  a  provision  that  says  the  plutonium 
taken  from  Ukrainian  weapons  will  be  given  to  Russia. 
Plutonium  is  a  major  component  of  nuclear  weapons. 
And  because  Ukraine  is  near  economic  collapse  with  an 
inflation  rate  of  more  than  50%  a  month,  Russian  extrem- 
ists are  waiting  and  watching,  eager  to  reclaim  Ukraine. 
This  is  yet  another  reason  it  is  folly  to  weaken  NATO  now. 

The  trip's  final  "triumph"  trumpeted  by  the  Adminis- 
tration is  our  agreement  with  Russia  that  we  both  will 
change  the  targeting  of  our  nuclear  missiles  so  that  they  are 
aimed  at  no  one — except  some  whales  and  other  denizens 
of  the  deep.  Because  the  old  targeting  can  be  restored  in 
under  five  minutes,  this  is  more  of  a  political  campaign 
point  than  something  over  which  to  worry — or  crow.  H 
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Crafted    by    hand     Untouched    by  compromise 


Business  is  war. 


Never  underestimate  the  importance  of  your  uniform. 


*xxfcrh  Clothes 


Sewn  by  hand  from  the  world's  finest  fabrics  Made  in  the  United  States  Forstore  locations,  call  1-800-551-5500,  fxl  102  ©1994  Oxxford  Clothes.  Inc 


You  can '/  work  any  harder, 
but  maybe  your  assets  can. 


hard  to  properly  manage  your  assets. 

At  U.S.  Trust,  we've  been  successfully  providing  clients  and 
their  families  with  comprehensive  asset  management  for  over  140 
years.  Our  investment  strategy  combines  a  disciplined  search  for  value 
with  appropriate  asset  diversification  to  limit  risk  and  maximize 
returns.  What's  more,  we  create  highly  individualized  plans  to  help 
each  client  meet  their  specific  financial  objectives. 

If  you're  interested  in  having  your  assets  work  harder,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 


NEW  YORK    STAMFORD    PRIXCF.TON    PALM  BEACH    BOCA  RATON    NAPLES    DALLAS    LOS  ANGELES    COSTA  MESA    PORTLAND   GRAND  CAYMAN 
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Will  Tokyo  stall  the  U.S.  recovery 


25 


I'm  mom  obvious  threats  to  sustained  eco 
nomic  growth  in  the  (J.S,  now  come  from 
abroad.  Germany  isn't  the  worst  offender,  fa 
pan's  beggai  the  world  fiscal  austerity  policj  is 
The  root  ( »i  die  problem  lies  in  whai  econo 
mists  call  asynchronous  growth,  Simply  pm  ,  this 
means  thai  the  I  r.S.  is  growing  and  is  import 
ing  goods  from  the  i  est  of  the  world.  But  the  resi 
oi  the  world,  with  the  exception  of  the  newly 


Higher  taxes,  slower  growth 


35% 


Tax  revenue  as  a  share  of  GDP 


Real  GDP  growth 
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Source:  OECD 


industrialized  countries  in  Southeast  Wa,  Mex 
ico  and  l  atin  America,  is  not  growing  and 
therefore  imports  fewer  l  r.S.  g<  >ods 

I  ed  by  Germany,  Europe  is  taking  cautious 
steps  to  encourage  domestic  demand,  Bui  Japan 
has  done  little,  Japan's  re<  enl  political  turmoil 
also  puis  Prime  Ministet  Morihiro  1  tos<  ikawa's 
planned  list  .il  stimulus  pa<  kage  in  serious 
doubt.  With  the  Japanese  economy  weak,  intci 
est  rates  are  likely  u>  remain  low  ,  weakening 
the  yen,  a  pr<  >blem  for  U.S.  cxp<  >rtei  s  with  Japa 
ncse  competitors.  (See  related  tfory}  p,  193, 1 

( )ne  way  to  boost  domestic  demand  and  <  ul 
Japan's  mounting  trade  surplus  (now  2.4%  of  its 
gdp)  wi  »uld  be  to  cut  taxes  "People  still  think 
oi  lapan  as  a  low  tax  country,"  saj  s  Bruce  Bart 
lett,  .1  former  Treasury  official,  now  a  senior 
fell*  >\\  .11  die  Alexis  de  Tocqucvillc  Institution, 
"But  11  c  leai  lv  isn't  anym< >rc."  (See  chart  1 

Why  not  rediu  c  higher  taxes,  w  hi<  h  in  anj 
1  ase  depress  <  rverall  gr<  iwth?  Japan's  inward 
looking  Ministry  oi  Finance  bureaucrats  are 
more  cone  erned  about  preventing  .1  budget  d<  1 
it  1 1  than  recession  .u  home ,  lei  alone  abroad 
They  re<  ently  flat  out  refused  to  agree  to  a  cut  in 
income  taxes  until  there  is  .1  guarantee  oi  an 
1  iftset  ting  iiu  1  eas<  11 1 1 1  insumpl i<  in  taxi  s 


The  importance  of  a  strong  yen 


[nevitabi  y,  Japan's  growing  trade  surplus  is 
leading  to  renewed  calls  for  trade  san<  nous.  The 
feeling  persists  thai  Japan  must  be  <  heating, 
Barry  I'.  I'>< >sw< >rtli  <>i  the  Bro< ikings  institution 
points  to  Japan's  current  account  surplus  as  .1 
share-  of  the  ( <  >untry's  GDP  as  evidence,  1 1  dc 
clincd  from  a  3.3%  peak  in  L986to  L.3%of 
GDP  in  1 990;  yet,  for  all  the  in<  reased  strength  oi 
the  yen  over  the  pasi  L8  months,  the  <  urrem 
accouni  is  back  to  3.5%  of  gdp,  and  rising. 

Bui  resper  Koll,  chief  economist  inS.G. 
Warburg's  Tokyo  office,  argues  that  fixating  on 
Japan's  external  surplus  blinds  economists  to 
an  immense  shili  already  well  undo  way  in  fa 
pan's  economy.  The  (  urrenl  account,  for  at 
ample,  is  for  n<  >w  being  boosted  by  an  improvi 
ment  in  the  terms  oi  trade.  The  stronger  yen  is 
cutting  the  costs  of  imp*  »rtcd  raw  materials:  U.S. 
timber,  for  example,  but  especially  oil,  whi<  h 
is  priced  worldwide  iii  dollars.  This  effe<  t  won'i 
lasi.  Already,  in  yen  terms,  Japan's  non  oil 
goods  trade  fell  by  L8%  in  1993  over  1992. 

More  significant,  says  Koll,  Japan's  imports 
arc  increasing  al  an  annual  rale  of  5%  to  6%  a 
year.  An  important  pari  of  this,  he  says,  is  whai 
the  Japanese  call  "reverse  imports,"  from  plants 
they  have  built  abroad.  These  transplants  now 
equal  1 0%  of  Japan's  industrial  <  apa<  ity,upfrom 


3.5%  in  1 985,  lapan  is  in  >w  a  ncl  impoi'tCl  <>l 

television  sets;  car  production  in  Japan  is  being 
cut  by  5%,  but  is  being  boosted  by  l<>"<>  in 
I  ipanesc  ow  ned  plants  overseas;  Japanese  firms 
are  iiu  reasingly  imp<  irting  1  heap  chicken  and 
rice  loud  pr<  >ducts  from  their  operations  in  <  In 
na,  Thailand  and  Taiwan, 

Japan  is  also  (  Llttillg  Surplus  (  apa<  ity  111  la 

pan,  at  an  annual  rate  oi  1 ,5%  in  1993,  says  Koll. 
l  fncmpli  >ymcni ,  i< >< >,  is  up  a  bit  as  a  result ,  al 

2.8%  from  2.1%  in  June  L992,  Fad  ul  all  die 

redundant  workers  Japani  s<  1  panics  I  cep 

on  llit  payrolls  under  lradilion.il  lifetime  cm 

pli  lymenl  s<  In  mes  and  the  real  uncmploy 
mem  rate  is  several  points  higher, 

(  )n  present  I  rem  Is ,  Japan's  <  ink  111  aCCOUlll 
surplus  w  ill  be  halved  <  >vci  the  coming  year  01 
so,  Koll  s.ivs.  I  he  key  is  lo  keep  t  he  veil  ffl  >m 

weakening,  The  <  !linton  Administration  lias  re 

Centiy  moderated  ils  t  alls  lor  a  slronj'.ci  veil. 

Bui  acc< >rdihg  to  Koll,  when  tin  yen  is  I >etwcen 

L05  and  I  LOyen  tO  the  dollar,  barely  5%  of 

Japanese  exporters  arc  profitable;  al  l  10  to  I L5 
that  int  reases  i<>  30%  oi  exporters,  and  to  fully 

75%  when  the  yen  weakens  below  I  IS/dollar. 

At  the  end  oi  the  day,  Koll  is  saying,  a  strong 

yen  will  achieve  whai  any  anion m  oi  g<  »VCt  tl 
meni  haggling  over  trade  cannot,  ™ 
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Current  248.8* 
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Prices  of  commodity  futures  often  provide  an  important 
glimpse  of  future  consumer  prices.  For  that  reason,  the 
1 1.6%  gain  in  the  Knight- Riddcr  Commodity  Research 
Bureau's  Futures  Price  Index  last  year  has  to  be  consid- 
ered ominous.  It  suggests  that  the  2.7%  rise  in  consumer 
prices  last  year  understates  the  sort  of  inflation  that  is  in 
store.  The  gain  for  the  futures  index,  which  measures  21 
commodities,  is  the  first  year-to-year  increase  since  1988. 

A  27%  decline  in  petroleum  prices  in  1993  helped  to 
curb  the  Consumer  Price  Index's  rise.  But  many  com- 
modities, such  as  lumber  and  farm  products,  had  signifi- 
cant price  increases  last  year.  "Consumers  should  not 
count  on  the  same  disparity  [between  the  futures  index 
and  inflation  ]  in  1994,"  says  Robert  Hafer,  the  crb's 
director  of  research.  He  thinks  energy  prices  will  proba- 
bly not  decline  much  more  this  year,  since  low  prices  have 
already  reduced  the  number  of  producing  oil  wells.  Inven- 
tor)' levels  of  grains  such  as  corn  and  soybeans  are  at  their 
lowest  levels  in  16  years,  and  precious  metals  are  up 
sharply  in  price.  As  a  result,  Hafer  expects  inflation  to 
accelerate  in  the  next  few  months  and  reach  nearly  4%  for 
the  vear. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  tor  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100! 
seasonally  adjusted  (Federal  Reserve) 


|  Services    •   Total  index 

165 


Consumer  price  indexes  (1982-84  average=100; 


all  urban  consumers,  unadjusted  (Oept  of  Labor) 


140 


New  housing  starts  (thousands)  privately  owned, 


unadjusted  (Oept  of  Commerce) 


|  Inventories    •   New  orders 

270 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary 


disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


New  unemployment  claims  average  for  month  Retail  sales  ($bilhons),  Consumer  installment  credit  ($bilhons)  total, 

(thousands),  seasonally  adjusted  (Oept  of  Labor)  seasonally  adjusted  (Dept  of  Commerce)  seasonally  adjusted  (Federal  Reserve) 
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When  others  took  off  at  6 

You  worked  til  10 
When  others  were  buying  posters 

You  bought  limited  editions 
When  others  were  renting 

You  closed  on  your  2nd  home 
Now 

Has  your  homeowners  insurance 
kept  pace  with  your  lifestyle? 


'Ill 

m  nil 


After  years  of  sweat  and  sacrifice,  you  owe  it  to  yourself  to  protect  what  you've  earned  with  a  Prestige"  policy  from 
ireman's  Fund.  A  Prestige  policy  offers  broader  coverage  and  higher  limits  than  standard  homeowners  insurance.  There's  also  a 
ifference  in  the  way  we  handle  claims.  In  the  event  of  a  loss,  you'll  be  quickly  and  fairly  compensated  — rather 
han  interrogated  —  by  a  company  that  respects  your  status  and  achievements.  As  a  financially  powerful  insurance 
ompany  with  an  'A  rating  from  A.  M.  Best,  Fireman's  Fund  appreciates  success  and  what  it  takes  to  earn  it.  To  learn  FirCmBTIS 
lore  about  the  benefits  of  a  Prestige  policy,  talk  to  an  independent  insurance  agent  representing  Fireman's  Fund.  Fund 


PRESTIGE     HOMEOWNERS   INSURANCE.  DESIGNED  FOR  ACHIEVERS. 


c  1994,  Fireman  s  Fund  Insurance  Company  *  Prestige*  is  a  registered  servicemark  of  Fireman  s  Fund  Insurance  Company 


Like  Mark  Twain's  famed  obituary,  reports  that 
Euro  Disney  is  a  flop  are  greatly  exaggerated. 

Mickey 
n'est  pas  fini 


By  Lisa  Gubernick 

JEREMY  PECK,  a  textile  designer  from 
London  spending  a  couple  days  at 
Euro  Disney  with  his  wife  and  two 
daughters,  is  having  a  great  time.  "I 
don't  understand  what  all  the  talk  of 
problems  is  about,"  he  says,  looking 
over  at  the  long  lines  for  the  merry- 
go-round. 

Emerging  from  the  Phantom  Man- 
or, Dustin  Henry,  11,  an  American 
spending  the  year  in  Edinburgh  with 
his  physician  father,  couldn't  agree 
more.  "It's  better  than  Disneyland," 
he  says. 

While  the  media  were  hanging 
crepe  about  the  first  year's  $920  mil- 
lion in  red  ink,  the  hotels  were  heavily 
booked  Christmas  week,  and  on  New 
Year's  Eve  the  park  was  packed, 
35,000  strong.  A  week  later,  on  a 
dank  January  day,  there  were  still  40- 
minute  waits  for  Pirates  of  the  Carib- 
bean and  Big  Thunder  Mountain. 
The  lines  for  the  Silver  Spur  Saloon 
wound  out  the  door. 

It  has  taken  20  months  to  smooth 
out  the  wrinkles.  The  whole  place  has 
been  made  more  affordable.  Some 
hotel  prices  have  been  cut — for  exam- 
ple, at  the  low-end  Santa  Fe,  from  $76 
per  night  to  $51.  High-priced  mer- 
chandise like  $170  silver  jewelry  has 
been  replaced  by  $10  T  shirts  and  $5 
crayon  sets;  some  expensive  sit-down 
restaurants  have  been  reconfigured 
into  self-service  operations.  Off-sea- 
son admission  prices  have  been 
dropped  as  well,  from  $38  to  $30  for 
adults.  Meanwhile,  Euro  Disney  will 
eliminate  over  900  jobs,  which  will 
cut  operating  costs  an  estimated  7% 
this  year. 

"The  park  works,"  says  Rebecca 


Winnington-Ingram,  analyst  at  Mor- 
gan Stanley  International.  "It  made 
an  operating  profit  last  year."  The 
operating  profit  came  to  an  average  of 
$5.5  million  a  month. 

Whence  then  the  red  ink?  High 
interest  costs.  Against  a  total  cost  of 


$4  billion,  Disney  put  in  just  $170 
million  in  equity  capital,  w  hile  public 
shareholders,  who  own  51%  of  the 
shares,  put  in  $1  billion.  The  other 
$2.9  billion  was  borrowed,  at  high 
interest  rates  running  as  much  as  1 1  %. 
Thus,  from  the  start,  the  project  was 
highly  leveraged. 

Management  had  hoped  to  reduce 
the  leverage  by  selling  the  hotels,  but 
the  hotels,  with  occupancy  rates  of 
just  55%,  have  been  the  most  disap- 
pointing part  of  the  project:  With  the 
park  just  35  minutes  from  the  center 
of  Paris,  visitors  can  easily  stay  in 
town.  Then  there's  the  disastrous 
French  real  estate  market.  Under 
these  conditions  it  proved  impractical 
to  flip  the  hotels  and,  for  now  at  least, 
Euro  Disney  is  stuck  with  them. 

The  obvious  solution  is  to  recapi- 
talize the  business — "'restructure"  is 

Euro  Disney  awash  with  customers 
Smoothing  out  the  early  wrinkles. 
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By  hiring  musicians  you've  never  heard  of, 

Klaus  Heymann  is  doing  more  than  the  Hapsburgs 

to  promote  the  spread  of  classical  music. 

"All  the  music 
without  the 
trimming" 


he  currently  fashionable  term.  This 
lecessity  explains  a  lot  of  the  current 
;loom:  Disney  is  engaged  in  a  poker 
;ame  with  its  creditors.  The  options: 
Znt  interest  rates  or  convert  debt  to 
quity.  Disney  itself  has  pledged  an 
dditional  $175  million  and  probably 
AW  have  to  dirow  in  at  least  $700 
nillion  more.  The  public  sharehold- 
rs  have  already  seen  their  stock  price 
lalved  and,  with  the  restructuring, 
ice  further  dilution. 

What  about  Disney  Chairman  Mi- 
hael  Eisner's  noisy  threats  to  close 
he  park  unless  lenders  restructure  the 
ebt  by  Mar.  31?  Saber  rattling,  most 
nalysts  say. 

If  it  pays  Eisner  to  spread  gloom,  it 
lay  not  profit  investors  to  take  his 
hreats  seriously.  In  the  early  1970s 
)rlando's  Disney  World  showed  ear- 
i  symptoms  of  being  a  disappoint- 
lent.  Costs  were  heavy,  volume  dis- 
ppointing.  Orlando,  which  has  re- 
amed its  original  investment  many 
mes  over,  has  turned  out  to  be  one  of 
ae  most  profitable  resorts  on  this 
ontinent. 

History  doesn't  always  repeat,  not 
Iways  in  the  same  way,  anyhow,  but 
aere  are  encouraging  portents.  In 
4ay  a  station  on  the  high-speed  rail 
ne  running  from  southern  to  north - 
rn  France  opens  within  walking  dis- 
ince  of  Euro  Disney.  That  could  help 
11  the  5,700  hotel  rooms  ambitiously 
uilt  for  the  park.  This  year  Euro 
)isney  is  hoping  to  woo  some  of  the 
ordes  expected  to  visit  France  in  the 
.immer  for  the  fiftieth  anniversary  of 
le  Normandy  invasion. 

Even  as  Eisner  threatened  to  close 
le  park,  Disney  increased  its  French 
resence,  opening  a  Disney  store  on 
le  Champs  Elysees.  Even  if  the  park 
lerely  breaks  even  after  servicing  its 
ebt,  it  could  be  a  sizable  source  of 
:venues  for  the  parent  company. 
Hsney's  royalty  fees  from  Euro  Dis- 
ey  could  hit  $46  million  in  1996  (8 
ents  a  share),  assuming  only  a  3.5% 
lcrease  in  attendance  in  1995  and  a 
%  increase  in  1996. 

"You  can't  ask  what  does  Euro 
)isney  mean  in  1995,"  says  M.J. 
Whitman's  research  director,  Jack 
lersch.  "You  have  to  ask  what  does  it 
lean  in  1998."  Given  Disney's 
xord,  the  wise  person  will  give  the 
eople  in  Burbank  every  advantage 
f  doubt,  mm 


By  Andrew  Tanzer 

There  are  at  least  three  sides  to  Ger- 
man-born, Hong  Kong-based  Klaus 
Heymann.  There's  Heymann  the 
populist:  He  chuckles  when  he  recalls 
his  years  as  business  manager  of  Over- 
seas Weekly,  a  tabloid  marketed  to 
American  Gls;  the  paper  transferred 
him  from  Germany  to  Hong  Kong  in 
1 967,  during  the  Vietnam  War.  Nick- 
named "Oversexed  Weekly,"  the  pa- 
per, recalls  Heymann,  specialized  in 
"sex,  scandals  and  murders." 

Then  there's  Heymann  the  esthete. 
Multilingual,  with  a  background  in 
Romance  linguistics  and  English  liter- 
ature, Heymann,  57,  is  passionate 
about  classical  music  and  is  married  to 
a  professional  Japanese  concert  violin- 
ist. In  1974  he  founded  the  Hong 
Kong  Philharmonic. 

Finally  there's  Heymann  the  busi- 
nessman. This  Heymann  has  contrib- 
uted as  much  as  anyone  to  making 
digitally  recorded  classical  music  af- 
fordable and  accessible  to  the  masses 
through  his  Naxos  brand  budget- 
priced  classical  music  compact  discs. 

Naxos  was  launched  by  Heymann 
in  1987  under  a  parent  company  he 
owns,  hnh  International.  Its  classical 
CDs  retail  for  $5.99  in  the  U.S.  and  a 
bit  more  in  Europe.  This  is  one-third 
of  what  full-price  classical  CDs  from 
such  brands  as  PolyGram's  Deutsche 
Grammophon  and  London  labels  sell 
for.  In  a  Hat  year  for  the  recorded 
classical  music  trade,  Naxos'  unit  sales 
grew  50%  in  1993,  to  7.5  million 
discs.  Heymann  predicts  he'll  sell  over 


10  million  classical  CDs  this  year,  may- 
be 10%  of  global  classical  sales,  and 
says  HNH,  which  also  includes  a  few 
small  specialty  labels,  earned  $2  mil- 
lion aftertax  last  year  on  sales  of  $38 
million. 

The  big  record  retail  chains  such  as 
Tower,  Virgin  and  hmv  love  the  Nax- 
os brand.  "I  make  sure  all  our  shops 
have  two  full  racks  devoted  to  Nax- 
os," reports  Chris  Tooth,  classical 
product  manager  of  Virgin  Retail  in 
the  U.K.  "There's  a  public  perception 
that  they're  worth  twice  the  price." 

Even  Heymann's  competitors  pay 
him  his  due.  "Heymann  was  the  first 
to  see  a  need  in  the  market  for  a 
cheaper  product  with  decent  quali- 
ty," concedes  Nelson  Ho,  manager  of 
the  classical  department  of  PolyGram 
Records  Hong  Kong.  "He  is  a  very 
shrewd  businessman." 

By  the  time  Heymann  founded 
Naxos  in  Hong  Kong  in  1987,  he  was 
a  seasoned  entrepreneur  with  mail- 
order, pop  music  record  distribution 
and  other  ventures  behind  him.  Hey- 
mann says  his  original  idea  for  Naxos 
was  to  sell  classical  CDs  at  an  afford- 
able price — about  $6 — to  Asians  who 
were  interested  in  classical  music  but 
unable  to  pay  the  $15  to  $20  per  disc 
charged  by  the  majors.  The  concept 
was  so  sound  that  Heymann  was  soon 
deluged  by  phone  calls  from  Ameri- 
can and  European  dealers  interested 
in  his  budget  brand,  and  he  moved 
quickly  to  meet  the  demand. 

Heymann's  success  lay  in  seeing 
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Naxos 


Naxos  founder  Klaus  Heymann 

No  champagne,  no  five-star  hotels. 


that  classical  music  is,  to  most  cars,  a 
commodity  product.  Whereas  the 
major  record  companies  sign  famous 
conductors  like  Seiji  Ozawa,  soloists 
like  Luciano  Pavarotti  and  orchestras 
like  the  New  York  Philharmonic  and 
pay  them  all  fat  fees  or  royalties,  Nax- 
os hires  highly  competent  but  un- 
known musicians,  pays  them  low  flat 
fees  and  passes  the  savings  along  to 
the  retail  customer.  In  Naxos'  first  few 
years  Heymann  hired  mostly  Eastern 
European  performers,  often  Hungar- 
ians and  Slovakians  who  were  only  too 
happy  to  turn  some  of  their  rich  classi- 
cal musical  heritage  into  some  hard 
currency.  But  today  more  than  half  of 
Naxos'  discs  are  pressed  with  the  work 
of  lesser- known  Western  musicians, 
like  the  U.K.'s  Manchester-based 
Northern  Chamber  Orchestra. 

"We  try  to  discover  new  talent  that 
hasn't  recorded  before  and  is  delight- 
ed to  work  at  our  fees,"  says  Hey- 
mann during  an  interview  in  Naxos' 
eight-man  head  office  in  a  gritty  in- 
dustrial building  near  Hong  Kong's 
Kai  Tak  Airport.  "Our  artists  don't  fly 
first  class,  stay  in  five-star  hotels  or 
drink  champagne.  There's  a  lot  of 
waste  in  this  business.  Our  competi- 
tors make  artists  into  pampered  su- 


perstars, who  then  blackmail  them. 
With  Naxos,  you  get  all  the  music 
without  the  trimming." 

Priced  to  sell,  the  average  Naxos 
release  sells  50,000  units,  five  times 
the  industry  average.  This  enables 
Heymann  to  spread  his  already  low 
overhead  over  a  larger  base.  Hey- 
mann says  his  overhead  works  out  to 
around  18  cents  per  $6  Naxos  CD,  as 
against  $3.60  in  major-label  overhead 
on  a  full-price  $18  disc. 

Industry  analysts  say  Heymann  is 
also  much  more  concerned  with  mar- 
keting than  are  his  major- label  com- 
petitors. Every  famous  artist  wants  to 
record  Vivaldi's  Four  Seasons  or 
Beethoven's  nine  symphonies,  lead- 
ing to  great  duplication  under  the 
same  label.  But  Heymann  releases 
only  one  version  of  each  work  and 
decides  what  to  record  based  on  the 
holes  in  Naxos'  catalog  (currently 
600  titles  and  growing  by  150  per 
year).  And  to  distinguish  its  record- 
ings from  the  pack,  Naxos  frequently 
supplies  racks  to  retailers  for  separate 
racking  of  the  Naxos  collection. 

If  Heymann's  hard-nosed  ap- 
proach to  the  music  business  pro- 
duces inferior  recordings,  the  music 
critics  aren't  aware  of  the  problem. 
"The  quality  is  quite  amazing," 
opines  Edward  Greenfield,  coauthor 
of  The  Penguin  Guide  to  Compact 


Discs  and  Cassettes,  a  classical  music 
lover's  bible.  "There's  a  complete 
cycle  of  Beethoven's  32  piano  sonatas 
that  is  absolutely  first-rate.  It's  amaz- 
ing what  he  [Heymann]  has  done." 
Agrees  Israel  Horowitz,  classical  col- 
umnist at  Billboard:  "He  digs  out 
stuff  no  one  else  does;  he  can  do 
things  the  major  record  companies 
can't  do." 

Naxos'  big- label  competitors  have 
been  bringing  out  their  own  budget 
classical  lines.  For  example,  industry 
leader  PolyGram  has  launched  two- 
for-the-price-of-one  classical  CDs.  But 
the  budget  lines  of  the  record  majors 
are  mostly  old  wine  in  new  bottles,  a 
third  or  fourth  exploitation  of  old 
recordings  from  the  back  catalog. 
New  digital  recordings — the  kind 
Heymann  produces — are  still  issued 
by  the  majors  at  premium  prices. 

Why  can't  the  majors  compete 
head-on  with  Naxos?  The  Penguin 
Guide\  Greenfield,  one  of  Britain's 
leading  music  critics,  distills  the  Hey- 
mann formula  into  a  moral  fit  for 
companies  in  diverse  industries. 
"Their  [the  major  record  labels'] 
structure  is  so  much  more  elaborate 
and  their  overheads  so  much  greater 
that  they  can't  compete  with  Naxos," 
says  Greenfield.  "Heymann  operates 
like  a  small  company  but  on  a  big- 
volume  scale."  BK 
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fwo  well-known  skeptics  make  the  case  that 
:he  old  battleship  IBM  hasn't  yet  been  turned, 

Cassandra 
strikes  again 


5y  David  C.  Churbuck 

BM  reported  a  $496  million  operat- 
ng  profit  for  the  fourth  quarter.  Its 
took  is  up  over  10%  since  Louis 
jerstner  took  over  in  April.  It  is 
gaining  market  share  in  personal  com- 
pters. Investors,  employees  and  cus- 
omers  are  collectively  relieved. 

Not  so  fast,  warn  Charles  Morris 
nd  Charles  Ferguson,  a  pair  of  com- 
>uter  industry  consultants  who  have 
>een  unremittingly  bearish  on  the 
omputer  giant  for  four  years.  The 
>atient,  they  argue,  is  not  yet  out  of 
langer. 

Morris,  a  54-year-old  trained  as  a 
iwyer,  and  Ferguson,  a  38-year-old 
'h.D.  in  political  science,  are  the  au- 
hors  of  Computer  Wars:  The  Fall  of 
bm  and  the  Future  of  Global  Technol- 
ogy. When  that  book  was  published  a 
ear  ago,  it  was  attacked  for  painting 
oo  bleak  a  picture.  But  then  IBM 
eported  enough  writeoffs  to  bring  its 
let  loss  for  1993  to  $8.1  billion,  on 
ales  of  $63  billion.  The  book  may 
lave  accelerated  the  departure  of  for- 
ner  IBM  chairman  John  Akers. 

Morris  and  Ferguson  may  or 
nay  not  be  vindicated  a  second 
ime,  but  their  views  are  worth 
istening  to,  given  the  record. 

IBM's  defenders  point  out  that 
he  company  is  now  getting  only 
round  13%  of  its  sales  from  the 
ncient  mainframe.  True,  say 
/lorris  and  Ferguson,  but  if  you 
hrow  in  minicomputers  and  pe- 
ipherals  and  software,  it  appears 
hat  well  over  half  of  IBM's  reve- 
ities  are  dependent  on  main- 
rame  and  minicomputer  sales, 
rhose  revenues  will  probably 
urn  down  sharply  by  1995,  Mor- 
is and  Ferguson  say,  giving  the 


giant  company  yet  another  severe  jolt. 

Forbes  talked  with  Morris  and  Fer- 
guson in  the  Cambridge,  Mass.  office 
of  Morris'  consulting  firm,  Devon- 
shire Partners. 

Forbes:  You  are  talking  about 
huge  additional  writeoffs  in  1995 
and  a  purge  of  the  old  guard  and 
maybe  even  Gerstner  himself.  Is  all 
this  inevitable? 

Ferguson:  No.  The  avoidable  pain  is 
largely  associated  with  the  continued 
protection  of  IBM's  investment  in 
minicomputer  and  mainframe  sys- 
tems, and  a  reluctance  to  push  hard 
on  microprocessor- based  hardware 
and  commercial  Unix. 

Unix?  Microprocessors?  Are  you 
trying  to  turn  IBM  into  a  mail-order 
commodity  vendor? 

Not  exactly.  If  IBM  were  to  move 
aggressively,  it  would  have  a  good 
shot  at  establishing  its  flavor  of  Unix 
as  a  de  facto  industry  standard.  The 
company  also  has  an  opportunity  to 


Charles  Ferguson  and  Charles  Morris 
Professional  pessimists. 


establish  the  PowerPC  architecture  as 
a  broadly  used  standard. 

And  yet .  .  .  ? 

The  company  continues  to  invest 
heavily  in  the  AS/400  [minicomput- 
er] and  System  390  [mainframe]  ar- 
chitectures, a  disastrous  mistake.  IBM 
will  have  spent  $4  billion  turning  the 
AS/400  into  a  second-rate  client/ 
server  platform,  one  that  will  compete 
with  Compaq  Systempros  and  Rise 
systems  [reduced  instruction  set  com- 
puting, like  the  PowerPC]. 

IBM's  logic  may  be  that  if  they  can 
convert  their  AS/400  installed  base 
of  about  300,000  systems  to  a  mod- 
ern client/server  architecture,  then 
that  will  give  them  a  good  jump-start 
in  terms  of  market  share.  IBM  could 
have  executed  this  strategy  if  it  had 
started  five  years  ago;  now  we  think 
the  chances  of  executing  this  strategy 
successfully  are  zero.  IBM  can't  turn  a 
modernized  AS/400  architecture 
into  an  industry  standard. 

What's  your  grade  for  Gerstner's 
first  year  in  office? 
Morris:  I  was  a  Gerstner  booster 
because  he  came  in  from  the  outside. 
Then  it  dawned  on  us  that  he  hadn't 
brought  in  a  single  senior  technical 
person  from  outside  the  old  IBM 
world.  That's  why  they're  spending 
so  much  on  the  390  and  AS/400. 
Gerstner  has  fallen  back  on  the  old 
guard,  abdicating  the  technical,  busi- 
ness and  investment  leadership  of  the 
company. 


So  the  board  names  you  two  as 
cochairmen,  what  would  you  do? 

I'd  get  a  clear  intellectual  distinction 
between  the  commodity- type 
business  and  the  business  where 
there  is  an  architectural  position. 
The  real  asset  for  IBM  is  its  busi- 
ness customer  base,  and  I'd  help 
them  migrate  off  of  legacy  sys- 
tems onto  modern  systems  where 
IBM  has  some  proprietary  voice, 
such  as  the  PowerPC  and  MX, 
IBM's  flavor  of  Unix. 

I'd  also  recognize  that  the  peo- 
ple now  in  charge  are  not  the 
people  to  take  you  there,  and  I'd 
bring  in  a  new  cast  of  characters. 
I'd  follow  a  scorched- earth  policy 
with  things  that  have  failed,  like 
OS/2  and  the  390.  SB 
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After  years  of  strong  growth,  H.J.  Heinz  has  hit 
a  rocky  patch.  Here's  how  Tony  O'Reilly  plans 
to  move  the  company  forward. 

Where  have  all 
the  dieters  gone? 


By  Dyan  Machan 

The  worldwide  RECESSION  has  been 
rough  on  the  food  products  industry. 
Volumes  are  growing  a  bare  2%;  price 
increases  don't  easily  stick. 

Hit  by  the  slowdown  is  Pitts- 
burgh's $7.1  billion  (sales)  H.J. 
Heinz  Co.  In  Heinz's  1993  fiscal 
year,  which  ended  last  Apr.  30,  net 
income  dropped  17%  (before  ac- 
counting changes,  but  including  non- 
recurring gains  and  charges),  net  mar- 
gins fell  to  7.5%,  and  return  on  equity 
dropped  over  five  percentage  points 
to  22%,  the  lowest  in  several  years. 
And  fiscal  1994  hasn't  been  much 
better.  For  example,  in  1994's  second 
fiscal  quarter,  ended  Oct.  31,  report- 
ed earnings  were  25%  higher,  but 
excluding  one-time  gains  from  asset 
sales,  they  were  down  16%.  Not  sur- 
prisingly, Heinz  stock  has  dropped 
30%,  from  a  high  of  48%  in  1992  to  a 
recent  34V4. 

This  lackluster  performance  is 
something  of  a  black  eye  for  Heinz's 
chairman,  president  and  chief  execu- 
tive, Anthony  J.F.  (Tony)  O'Reilly. 
The  globe-trotting  O'Reilly,  57,  has 


won  hosannas  in  the  past  for  turning 
in  double-digit  earnings  gains  year 
after  year:  While  revenues  grew  66% 
from  1984  to  1992,  net  income  grew 
168%  and  Heinz's  market  capitaliza- 
tion climbed  fivefold,  to  over  $12 
billion.  But  most  of  that  earnings 
growth  was  the  result  of  cutting  costs 
and  booking  capital  gains  after  selling 
off  assets.  Now  that  Heinz  has  been 
streamlined,  the  only  way  to  improve 
the  bottom  line  is  to  expand  the 
top  line. 

O'Reilly  has  fashioned  a  three- 
legged  plan  to  accomplish  that:  ex- 
pand Heinz's  institutional  food  ser- 
vice sales,  develop  foreign  business 
and  rejuvenate  Heinz's  Weight 
Watchers  division. 

Of  the  three,  the  institutional  food 
strategy  shows  the  most  promise. 
With  home-cooking  fast  becoming  an 
anachronism  (three  out  of  every  five 
meals  will  soon  be  purchased  outside 
the  home,  according  to  O'Reilly), 
sales  to  institutional  food  services  are 
growing  faster  than  supermarket 
sales.  Heinz  supplies  ketchup,  sauces, 


soups  and  the  like  to  restaurants, 
school  cafeterias  and  hotels.  O'Reilly 
calls  Heinz's  $1.4  bill  ion  (revenues) 
institutional  food  service  business 
"the  unexpected  face  of  Heinz,"  and 
says  the  operation  will  maintain,  if  not 
improve,  its  current  7%-a-year  rate  of 
growth.  However,  major  companies 
like  Kraft  General  Hoods,  Carnation 
and  J.R.  Simplot  will  have  something 
to  say  about  that. 

The  other  two  legs  of  O'Reilly's 
strategy  look  shakier.  Take  foreign 
sales.  Presently  45%  of  Heinz  sales  are 
made  outside  the  U.S.;  O'Reilly  says 
he  wants  to  push  that  to  50%  over  the 
next  couple  of  years,  an  increase  of 
over  $350  million.  Betting  heavily  on 
growth  in  Japan,  in  1992  O'Reilly 
acquired  Wattie's,  a  New  Zealand 
food  conglomerate,  in  part  to  supply 
Japan.  Between  Australia,  New  Zea- 
land and  recession-battered  Japan, 
O'Reilly  optimistically  expects  to  in- 
crease sales  from  $800  million  to  $1 
billion  within  12  months. 

The  real  growth  opportunities, 
however,  are  in  the  developing  world. 
"Wherever  McDonald's  goes,  Heinz 
follows  with  ketchup  and  french 
fries,"  O'Reilly  says.  But  in  many 
developing  countries  Heinz  has 
moved  slowly  and  already  faces  strong 
competitors.  Having  dismissed  India 
several  years  ago,  for  example, 
O'Reilly  is  now  actively  negotiating 
for  a  foothold  there.  Heinz  has  en- 
tered China  but  has  yet  to  move  into 
other  significant  Asian  markets,  as 
well  as  many  promising  South  Ameri- 
can markets. 

The  third  support  of  O'Reilly's 
growth  plan  is  Weight  Watchers,  the 
$1.6  billion  (systemwide  revenues) 
franchisee!  diet/food  marketing  com- 
pany that  Heinz  purchased  in  1979. 


Yes,  me  lord 

Hkinz  boss  Tony  O'Reil- 
ly is  also  chairman  (and  ma- 
jority shareholder)  of  In- 
dependent Newspapers 
Pic,  Ireland's  largest 
newspaper  company.  He 
owns  $600  million  (reve- 
nues) Fitzwilton  Pic,  an 
Irish  miniconglomerate . 
And  he  lords  over  a  500- 


acre  estate  in  Ireland 
called  Castlemartin,  com- 
plete with  an  18th-centu- 
ry mansion. 

Do  these  extracurricu- 
lar interests  interfere  with 
his  running  of  Heinz? 
Not  at  all,  insists  O'Reilly. 
"My  substitute  for  golf  is 
that  I'm  interested  in  these 
things."  About  40%  of  his 
$350  million  net  worth  is 


tied  up  in  Heinz  stock,  he 
notes,  and  there  is  no  better 
proof  of  his  commitment 
to  the  company. 

With  strong  views  on  ■ 
the  issue  of  corporate  gov- 
ernance, O'Reilly  be- 
lieves that  shareholders  are 
getting  carried  away  with 
the  movement  toward  in- 
dependent directors. 

"The  issue  is  judg- 


ment," he  says.  "Everyone 
on  the  board  has  suffi- 
cient ownership,"  in  itself 
enough  incentive  to  get 
them  to  speak  up.  Heinz 
directors  and  officers  own 
7.7%  of  the  company, 
above  the  U.S.  average. 

O'Reilly:  "No  one  is 
inhibited  on  this  board 
to  speak  their 

mind."  -D.M.  M 
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rhis  used  to  be  an  important  source 
>f  growth,  but  times  have  changed, 
lather  than  subject  themselves  to  the 
Het-indulge-diet-induige  cycle,  the 
>ulk  of  Americans  seem  to  be  grow- 
ng  comfortable  with  their  bulk,  and 
he  entire  weight-loss  industry  is  thin- 
ling  out.  Nutri/System,  once  num- 
ber two  behind  Weight  Watchers,  has 
>een  in  bankruptcy  until  very  recent- 
y.  Jenny  Craig  International  and 
5hysicians  Weight  Loss  Centers  have 
>oth  seen  revenues  plunge  in  the  last 
wo  years. 

"Everyone  was  doing  extraordi- 
larily  well,,,  winces  O'Reilly,  who 
ecently  dropped  20  pounds  thanks  to 
Veight  Watchers.  "And  then  we  all 
aided  up  in  tears. " 

Weight  Watchers  remains  the  diet 
ndustry  leader,  with  a  muscular  50% 
narket  share,  but  in  the  last  two  years 
here's  been  a  decline  of  nearly  20%  in 
he  number  of  U.S.  dieters  enrolling 


Heinz  Chief  Executive  Anthony  O'Reilly 
What's  wrong  with  holding  three  titles? 


in  its  classes.  This  despite  the  opening 
of  238  new  Weight  Watchers  retail 
centers  during  the  last  three  years,  and 
the  introduction  of  shorter  meetings 
for  busy  dieters.  Estimated  revenues 
to  Heinz  from  class  tuitions  ($320 
million  last  year)  have  held  steady, 
thanks  only  to  a  price  increase  and 
growth  overseas. 

As  class  attendance  falls,  so  do  sales 
of  Weight  Watchers  foods  (estimated 
sales,  $480  million  for  Heinz).  For  a 
12-week  period  ending  Dec.  5,  for 
example,  unit  volume  of  Weight 
Watchers  entrees  declined  15%  from 
the  same  period  a  year  ago,  according 
to  Information  Resources,  a  market 
research  outfit. 

To  get  itself  back  on  track,  Weight 
Watchers  has  hired  Kathleen  Sullivan, 
an  overweight  former  star  of  morning 


TV,  as  its  pitehwoman  for  Weight 
Watchers  classes.  O'Reilly  is  backing 
her  with  the  largest  ad  budget  the 
division  has  ever  had — $30  million 
this  quarter  alone.  The  commercials 
show  a  chunky  Ms.  Sullivan  giggling 
about  losing  5  pounds  her  first  week 
on  Weight  Watchers'  new  "Super- 
start"  program,  a  replay  of  earlier 
regimens  designed  to  make  losing 
weight  easier  and  faster. 

A  year  ago  Heinz  introduced  a  new 
line  of  diet  food  called  Personal  Cui- 
sine that  is  available  only  through 
Weight  Watchers  classes.  This  strate- 
gy is  a  departure  for  Weight  Watchers 
and  an  attempt  to  compete  head-on 
against  Nutri/System,  Jenny  Craig 
and  other  diet  centers  that  offer  food. 
So  far  Personal  Cuisine — which  costs 
dieters  $50  a  week — is  selling  to 
about  20%  of  those  enrolled  where  it 
is  available,  and  contributes  $50  mil- 
lion to  sales.  However,  the  new  brand 
may  end  up  cannibalizing  Heinz's 
existing  Weight  Watchers  food  line. 

Perhaps  most  promising  is  a  video 
program  called  Weight  Watchers  at 
Home.  Now  in  two  test  markets,  this 
is  Weight  Watchers  for  couch  pota- 
toes, an  attempt  to  reach  the  70%  of 
the  64  million  would-be  dieters  who 
don't  want  to  go  to  classes  and  talk 
about  their  fat.  Heinz  is  hoping  the 
home  video  program  will  be  20%  of  its 
class  revenues  worldwide  by  1996.  It 
is  also  considering  a  cable  channel. 

O'Reilly  insists  Americans  will  re- 
gain their  obsession  with  losing 
weight,  for  health  reasons  if  nothing 
else.  But  Goldman,  Sachs  food  stock 
analyst  Nomi  Ghez  harbors  her 
doubts.  "The  1980s  was  the  diet  fad 
taken  to  extreme,"  says  Ghez.  "Baby 
boomers  aren't  interested  in  looking 
like  sex  symbols  anymore." 

Covering  its  bets,  Heinz  is  remak- 
ing Weight  Watchers'  meals  with  fat 
substitutes  and  other  improvements 
in  food  technology,  increasing  por- 
tion size  and  improving  taste.  "We 
aren't  a  diet,"  insists  wafer-thin  David 
Sculley,  Heinz's  senior  vice  president 
in  charge  of  Weight  Watchers,  Ore- 
Ida  and  Heinz  Bakery  Products. 
"We're  a  health  plan." 

Can  O'Reilly  pull  off  such  a  funda- 
mental repositioning  of  one  of  the 
country's  most  entrenched  brand 
names?  Seems  unlikely,  but  he 
might.  tm 
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For  a  long  time  it  looked  as  if  Jack  Murphy 
was  shrinking  Dresser  Industries. 
Actually,  he  was  just  saving  up  to  expand  it. 

A  pretty 
big  sandbox 


By  Christopher  Palmeri 

Ten  years  ago,  with  the  price  of  oil 
plunging,  Dresser  Industries  Chair- 
man John  (Call  Me  Jack)  Murphy 
began  buying  in  his  oilfield  services 
company's  slumping  stock.  He  ended 
up  repurchasing  31  million  shares,  or 
20%.  But  Murphy  wasn't  shrinking 
the  business.  He  was  gathering  am- 
munition for  expansion.  After  bid- 
ding low  or  backing  away  from  several 
deals,  last  month  Murphy  closed  on 
the  purchase  of  $850  million  (reve- 
nues) Baroid  Corp.,  a  Houston -based 
oilfield  services  firm. 

Murphy  paid  37  million  Dresser 
shares  for  Baroid.  With  Dresser  now 
at  $21  a  share,  that  priced  Baroid  at 
$780  million,  but  Murphy  figures  the 
price  tag  was  actually  more  like  $530 
million,  because  most  of  the  stock  to 
buy  Baroid  is  the  same  stock  Murphy 
bought  on  the  open  market  for  just 
$13  a  share.  "The  way  I  look  at  it,"  he 
says,  "we're  acquiring  Baroid  with 
$13  stock." 

Murphy,  62,  is  no  business  school 
whiz  kid  but  an  old-fashioned,  up- 
from- the -ranks  executive.  He  has 
been  a  Dresser  man  since  his  first 
summer  job,  in  1950,  when  he 
worked  alongside  his  father  on  the 
floor  of  the  company's  Olean,  N.Y. 
compressor  plant.  He  rose  through 
Dresser's  manufacturing  ranks,  arriv- 
ing at  the  top  spot  in  1983. 

He  moved  into  the  executive  suite 
just  when  the  oil  boom  was  ending 
and  his  industry  was  starting  on  an 
inevitable  period  of  consolidation. 
Consolidation  means  extinction  or 
merger  for  the  weaker  companies,  and 
Murphy  was  determined  Dresser 
would  be  a  survivor.  He  figured  the 
best  means  for  survival  was  to  concen- 


Dresser  Chairman  Jack  Murphy 

What  to  do  with  $900  million  in  cash? 


trate.  Out  went  Dresser's  insurance, 
mining  and  construction  equipment 
divisions.  Today  Dresser  gets  all  of  its 
$4.2  billion  in  revenues  from  petro- 
leum and  petrochemical  customers. 

The  company  has  tied  its  fate  to  a 
single  industry,  which  right  now  isn't 
going  great  guns.  But  Murphy  has 
hedged  Dresser's  exposure  to  gyrat- 
ing oil  prices  by  serving  the  explora- 
tion and  production  end  of  the  busi- 
ness as  well  as  the  refining  end — 
refiners'  margins  tend  to  expand 
when  crude  prices  fall.  Too,  Dresser 
does  a  lot  of  business  with  natural  gas 
producers,  and  gas  prices  have  been 
firm  lately.  Earnings  were  92  cents  a 
share  last  year,  well  up  from  a  de- 
pressed 1992.  Prospects  are  for  an- 
other gain,  to  maybe  $1.20  this  year. 
With  a  net  margin  of  over  4%  and 
return  on  equity  of  20%  (before  spe- 
cial charges),  Dresser  is  one  of  the 
most  profitable  firms  in  its  industry. 

Baroid  brings  to  Dresser  strong 
positions  in  fast-growing  markets  like 
underwater  oil  platform  maintenance 
and  in  the  electronic  tools  that  gather 


information  about  a  well  while  it  is 
being  drilled.  Dresser  and  Baroid 
competed  head  to  head  in  several 
areas;  merging  them  will  bring  signifi- 
cant economies. 

To  secure  the  Justice  Department's 
blessing  on  the  acquisition,  Murph\  is 
selling  Dresser's  position  in  its  drilling 
fluids  joint  venture  with  Halliburton. 
He's  also  selling  a  30%  stake  in  Litton 
Industries'  Western  Atlas  division, 
which  will  soon  be  spun  off. 

From  these  divestitures  Dresser  will 
have  nearly  $900  million  in  cash, 
which  Murphy  says  he'll  use  for  acqui- 
sitions. With  revenues  approaching 
$5  billion  concentrated  in  a  single 
industry,  does  Dresser  have  room  to 
grow?  Murphy  smiles,  takes  a  drag  on 
one  of  his  True  cigarettes  and  says: 
"We  figure  the  total  market  in  which 
we  compete  is  $120  billion.  That's  a 
pretty  big  sandbox  to  play  in." 

Murphy  is  particularly  interested  in 
companies  making  pumps  that  oper- 
ate down  in  the  well,  and  in  oil  well 
completion  tools.  These  would  posi- 
tion Dresser  to  exploit  more  fully  an 
industry  trend  whereby  big  oil  com- 
panies are  awarding  more  work  to 
fewer  suppliers.  In  the  past,  for  exam- 
ple, to  drill  wells  in  the  North  Sea 
British  Petroleum  might  have  signed 
contracts  with  15  suppliers  and  paid 
them  a  flat  day- rate.  But  bp  recently 
inked  a  three-year  contract  with  only 
Baroid  and  two  other  firms;  their 
compensation  is  linked  to  how  fast 
they  complete  the  wells.  Baroid's 
share  could  be  worth  $40  million. 

Eventually  Murphy  hopes  to  create 
a  separate  engineering  firm  for  oilfield 
services  along  the  lines  of  Dresser's 
M.W.  Kellogg  division,  a  top  name  in 
chemical  plant  construction.  Murphy 
concedes,  however,  that  it  will  be  a 
long  time  before  oil  companies  quit 
designing  their  own  wells.  "It's  fun- 
ny," says  Murphy  of  his  big  oil  clients. 
"The  same  customers  will  trust  us  to 
build  a  $1  billion  chemical  plant,  but 
not  to  drill  a  $5  million  well." 

Murphy  knows  the  petroleum  in- 
dustry will  not  always  be  depressed  by 
low  prices.  When  the  pickup  comes, 
nobodv  will  be  in  a  stronger  position 
than  Dresser  for  supplying  oildom's 
needs.  Murphy  has  the  satisfaction  of 
knowing  he  steered  his  company 
through  a  severe  crisis  and  brought  it 
out  stronger  than  it  went  in.  Ml 
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AMERICA'S  UMBRELLA 


1994  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


We  all  share  the  same  goals  in 
business  and  in  life.  Security... 
protection.. .  trust.  What  every 
man,  woman  and  child  seeks  from 
birth.  What  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  130  years. 

Whether  it's  through  the 
personal  care  of  one  of  America's 
largest  health  care  networks,  or 
the  innovation  of  a  property 
casualty  program  that  has  helped 
save  American  business  over 
$300  million;  or  through  a 
pension  and  retirement  plan  that 
is  safeguarding  the  dreams  of  10 
million  workers,  retirees  and  their 
families,  we  make  a  difference  in 
people's  lives. 


Even  with  50%  of  the  Fortune® 500  as  our  customers, 
we  know  that  business  is  still  personal. 


A  difference  backed  by  over 
$100  billion  in  assets  and  the 
knowledge  that  every  customer 
under  America's  umbrella  is  our 
most  important  one. 


TheTravelersIT 

Insurance  Companies 
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Made  in  Thailand 


Department  of  Export  Promotion,  Ministry  of  Commerce,  Royal  Thai  Government 
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Bill  Kellogg's  high  school  grades  were  so  bad 
le  decided  he  should  go  to  work,  not  to  college. 
Door  Bill.  At  50,  he's  a  centimillionaire. 

Learning 


by  doing 


5y  Gary  Samuels 

Villiam  Kellogg's  father  was  head 
)f  merchandising  for  the  Boston 
itore,  Milwaukee's  venerable  retailer, 
n  the  1950s.  Young  William  spent  a 
ot  of  time  hanging  around  the  de- 
>artment  store.  Maybe  that's  why  he 
;ot  Ds  in  high  school.  Instead  of 
tying  to  force  Bill  to  go  to  college,  his 
ather  put  him  to  work  at  Boston 
itore  as  a  buyer  for  boys'  clothing. 

Soon  Bill  Kellogg  had  moved 
cross  town  to  a  small  department 
tore  chain  called  Kohl's,  founded  by 
Aax  Kohl,  the  late  father  of  U.S. 
lenator  Herbert  Kohl.  In  1972  the 
Cohl  family  sold  out  to  Britain's  Batus 
nc,  a  unit  of  British  American  To- 
>acco.  Batus  funded  an  aggressive 
xpansion  campaign  for  the  five- 
tore,  $28  million  (revenues)  chain, 
nd  by  1978  Bill  Kellogg  was  running 
he  place. 

But  by  1986,  when  Kohl's  had  40 
tores,  Batus  finally  realized  that  U.S. 
etailing  wasn't  a  good  business  for  a 
iritish  tobacco  company,  especially  at 
.  time  when  discount  houses  were 
ailing  the  department  stores. 

So  in  1986  mall  developers  Herbert 
nd  Melvin  Simon  and  some  Kohl's 
olleagues  backed  Kellogg  in  a  lever- 
.ged  deal  to  buy  the  stores  from 
Satus,  with  Morgan  Stanley's  buyout 
und  raising  $300  million  for  Kohl's 
Dorp,  to  fund  a  recapitalization  and 
:xpansion  drive  in  1988. 

Now  Kellogg  could  realize  his  own 
deas  without  interference.  To  deal 
vith  the  discount  house  threat,  Kel- 
ogg  resolved  to  turn  Kohl's  into  a 
liscount  chain,  but  with  a  difference. 
Cohl's  would  act  like  a  discount  house 
>ut  look  like  a  department  store. 


Walk  into  a  Kohl's  store  today  and 
you  think  you're  in  a  department 
store.  The  floors  are  covered  with 
wood  parquet  and  carpet,  not  lino- 
leum. Brand-name  merchandise — ev- 
erything from  Levi's  jeans,  Krups 
espresso  makers  and  Reebok  running 
shoes  to  gourmet  food  baskets — is 
displayed  artfully  on  reproduction 
country  pine  tables. 

There  are  recessed  spotlights 
and — in  the  1 3  stores  that  have  more 
than  one  level — escalators.  But  the 
prices  compete  with  the  most  aggres- 
sive of  discounters,  and  are  heavily 
promoted  on  TV  and  in  newspaper 
circulars. 

All  this  took  some  doing.  Kellogg 
had  to  figure  out  how  to  operate 
department-store-style  at  discount- 
house  prices.  To  start,  Kellogg  threw 
out  product  categories  like  high-fash- 


ion apparel,  furniture  and  big  appli- 
ances. These  occupied  valuable  floor 
space  but  offered  scant  margins  at 
discounted  prices.  He  substituted  a 
limited  range  of  fast-moving  mer- 
chandise. A  limited  range  means  few- 
er buyers  than  a  typical  department 
store  uses.  Like  discount  stores, 
Kohl's  clusters  its  cash  registers  up 
front,  leaving  the  "sales  associates" 
free  to  help  customers.  Thus  sales  per 
full-time  employee  at  Kohl's — 
$157,000  in  fiscal  1992— are  higher 
than  average  for  a  department  store. 
Restricting  itself  to  fast- moving 
items,  Kohl's  turns  its  inventory  a 
high  4  times  a  year,  according  to 
Milwaukee  analyst  Steven  Ashley  of 
Cleary  Gull  Reiland  &  McDevitt,  ver- 
sus Federated  Department  Stores'  2.9 
times.  At  4.2%,  its  net  margin  is  dou- 
ble that  of  Dayton  Hudson  and 
Kmart  and  above  Wal-Mart's  3.5%. 

You  can't  buy  a  dishwasher  at 
Kohl's,  but  you  can  stock  up  on  all 
kinds  of  housewares — from  Revere 
Ware  and  Farberware  pots  and  pans 
and  Henckels  knives  to  Hitachi  and 
Regal  breadmakers.  You  won't  find 
dressy  tassel  loafers  at  Kohl's,  but  you 


Kohl's  Chairman 
William  Kellogg; 
and  store  exterior 
No  black-clad 
models  spritzing 
designer  scents, 
but  you  can  buy 
name  perfumes 
at  a  discount. 
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It  was  the  day  the  fastest  business  jet  on  the  planet  was  launched.  The  day 
the  biggest,  widest-ranging,  and  most  advanced  Citation  in  history  flew. 

It  was  December  21, 1993.  The  day  a  new  era  in  business  aviation  began. 

For  more  information  on  the  incredible  new  Citation  X,  call  Gary  W.  Hay, 
Senior  Vice  President  of  Marketing,  at  1-800-4-CESSNA. 


CITATION  X 
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A  Textron  Company 
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Kohl's  Corp. 

will  find  63  styles  of  Reebok  shoes  and 
74  styles  of  Nikes  available  in  virtually 
every  size. 

In  brief,  you  can't  do  all  your  shop- 
ping at  Kohl's,  but  you  w  ill  find  there 
a  wide  range  of  what  it  does  carry  and 
a  more  pleasant  atmosphere  than  in 
the  typical  discount  store. 

Bloomingdale's  or  Neiman  Marcus 
or  Saks  it  ain't.  You  won't  see  black- 
clad  models  spritzing  the  latest  de- 
signer scent  on  customers,  but  you 
can  buy  name  perfumes  by  Guess?, 
Boss  and  Lagerfeld  at  a  discount. 

The  stores  are  on  the  small  side, 
compared  with  typical  department 
and  discount  stores — 70,000  square 
feet  on  average — but  they  are  jammed 
with  the  kinds  of  goods  that  turn 
inventory  fast  and  keep  sales  per 
square  foot  high.  Kohl's  sales  per 
square  foot  of  selling  space  have 
gained  steadily,  from  $179  in  1988  to 
$239  last  year.  Federated,  by  compar- 
ison, sold  $171  worth  of  merchandise 
per  square  foot. 

The  strategy  of  upmarket  ambience 
combined  with  downmarket  prices 
has  worked  well  in  the  recession.  In 
December  alone  same -store  sales 
were  up  1 0%,  following  a  1 5%  increase 
in  1991.  That  beat  same -store  sales 
increases  for  December  of  3.2%  at 
Dayton  Hudson,  1 . 1%  at  Kmart  and  a 
decline  of  1%  at  the  Limited. 

Through  acquisitions  and  by  open- 
ing new  stores,  Kohl's  has  expanded 
from  40  stores  and  sales  of  $388 
million  at  the  time  of  the  recapitaliza- 
tion in  1988  to  90  stores  and  estimat- 
ed sales  for  the  fiscal  year  ending  Jan. 
31  of  $1.3  billion.  Kohl's  has  been 
adding  10  or  12  stores  a  year,  mosdy 
in  existing  or  adjacent  markets,  to  its 
midwestern  base;  that  way  the  com- 
pany can  get  the  most  bang  for  its 
advertising  bucks,  which  total  a  hefty 
3%  of  sales.  But  last  fall  Kohl's  broke 
ground  on  a  second  distribution  facil- 
ity, in  Ohio,  that  will  let  the  chain 
expand  to  the  east  and  south. 

Kellogg,  now  50,  took  Kohl's  pub- 
lic iirmid-1992.  Since  then  the  stock 
has  zoomed  from  14  a  share  to  a 
recent  50,  making  Kellogg,  who  has 
been  selling  shares  lately,  worth  $230 
million,  including  his  current  11% 
stake,  showing  once  again  that  you 
don't  need  a  college  degree  to  get 
ahead.  What  you  need  is  an  individual 
vision  and  the  drive  to  earn'  it  out.  Hi 
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We're  looking  for  a  few  good  companies 
to  help  clean  up  the  planet. 


AM-RE  SERVICES,  INC.,  in  cooperation  with  the  Center 
for  Waste  Reduction  Technology  (CWRT*),  is  looking 
for  innovative  technology  companies  to  participate 
in  an  Emerging  Environmental  Technologies  Symposium 
to  be  held  on  June  23  &  24,  1994  in  New  York  City. 

Co-hosted  by  FORBES  magazine,  the  Symposium 
will  offer  environmental  technology  companies  the 


opportunity  to  develop  strategic  alliances  that  could 
facilitate  their  growth.  The  seminar  and  its  participants 
will  be  highlighted  in  a  special  section  of  FORBES. 

If  your  company  is  commercializing  an  environmental 
technology  with  the  potential  for  global  impact, 
please  call  Joan  Hall  at  (203)  852-0500  ext.  1 13,  or 
fax  (203)  838-3710  for  an  information  package. 


'CWRT  is  an  industry-  driven  organization  within  The  American  Institute  of  Chemical  Engineers 

^  AM-RE  SERVICES,  INC. 

'P'     A  Subsidiary  of  American  Re  Corporation 
555  College  Road  East,  Princeton,  NJ  08543-5241 


Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 


Goodyear 
Chief  Executive 
Stanley  Gault 
He  kept  Good- 
year in  U.S.  hands, 
but  the  war  isn't 
over.  Among  the 
challenges: 
copycats  and 
disgruntled 
dealers. 
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Stanley  Gault  plans  to  retire  at  the  end  of  1994 
as  boss  at  Goodyear.  In  spite  of  the  impressive 
turnaround  Gault  has  achieved,  his  successor 
will  not  be  stepping  into  an  easy  job. 

The  last  bastion 


By  Seth  Lubove 

Stanley  Gault  has  something  he 
wants  to  show  a  visitor.  The  68-year- 
old  chief  executive  of  Goodyear  Tire 
&  Rubber  Co.  disappears  into  an 
adjoining  conference  room  and  re- 
turns lugging  a  Goodyear  Aquatred 
tire.  Heaving  it  onto  his  polished 
mahogany  desk,  he  points  to  the 
number  stamped  on  the  side: 
2,000,000. 

The  hot-selling  Aquatred  is  a  high 
point  of  the  turnaround  Gault  has 


accomplished  at  Goodyear.  He  has 
cut  Goodyear's  life-threatening  debt 
load  by  more  than  half,  to  $1.4  bil- 
lion, and  trimmed  costs  by  over  $350 
million  a  year,  in  the  process  raising 
operating  margins  from  6%  of  sales 
before  Gault's  arrival  to  around  10%. 
Last  year's  earnings  probably  in- 
creased about  25%,  to  a  record  $3.25 
a  share  before  accounting  changes,  on 
sales  of  $1 1 .6  billion.  If  you'd  bought 
100  shares  of  Goodyear  stock  for 


$1,350  (split-adjusted)  when  Gault 
took  charge,  you'd  have  close  to 
$4,800  worth  today. 

Gault  regards  his  accomplishments 
as  more  than  just  another  corporate 
turnaround.  Goodyear  is  a  sort  of 
crusade  for  him.  He  retired  from 
Rubbermaid  Inc.  in  1991.  But  weeks 
later,  after  Goodyear's  board  ousted 
Tom  H.  Barrett  as  chairman  and  chief 
executive,  he  took  over  at  Goodyear. 
(Gault  had  been  a  board  member 
since  1989. )  Already  rich  and  respect- 
ed for  his  impressive  work  at  Rubber- 
maid, Gault  scarcely  needed  the  job. 

"We're  the  last  bastion  of  the 
American-owned  tire  industry," 
Gault  says,  explaining  his  zeal  for 
restoring  Goodyear  to  health.  Next  to 
him  in  his  wood-paneled  office  is  a 
model  of  one  of  Goodyear's  famous 
blimps.  Glancing  at  this  symbol  of  the 
days  when  American  tire  companies 
dominated  the  world,  he  continues: 
"This  industry  has  probably  seen  the 
most  dramatic  change  in  structure  of 
any  industry."  Japan's  Bridgestone 
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It's  About  Time  Someone  Took 
The  Plastic  Out  Of  Credit  Cards 


In  the  real  world,  gold  cards  aren't  status  symbols. 


Gold  MasterCard 


3H5b 

0000  is!  2/94 

JERKY  NOVAK 


They're  tools.  And  none  is  more 


useful  than  Gold  MasterCard!  You 


see,  no  card  is  more  accepted  on 


the  planet.  It  gives  you  a  credit 


line  of  at  least  $5000,  and  you  x 


can  use  it  to  get  local  currency  all  over  the  world,  so 


it's  a  smart  thing  to  have.  Really.  Gold  MasterCard. 


It's  more  than  a  gold  card.  It's  smart  money: 


<Q1993  Master(^ard  International  Incorporated 


Goodyear 


took  over  Firestone.  France's  Miche- 
1  i  11  bought  Uniroyal  Goodrich. 
Goodyear  itself  has  dropped  from  first 
to  third  in  the  world  market,  though 
in  the  U.S.  it  is  still  the  market  leader. 

Financially  weakened  as  it  was 
when  Gaull  took  over,  with  debt  and 
ill  considered  diversification,  Good- 
year had  been  in  poor  shape  to  survive 
in  the  savage  war  that  the  world  tire 
business  has  become.  There  is  very 
little  profit  in  selling  original  equip- 
ment tires  to  the  auto  companies, 
which  put  tremendous  pressure  on 
their  suppliers  to  cut  prices.  The  only 
worthwhile  profit  is  in  the  $13  billion 
U.S.  replacement  market,  where 
Goodyear  is  on  top  with  a  17.9% 
share.  But  in  this  market,  too,  price 
cutting  is  rampant.  Retail  prices  have 
sunk  to  1985  levels,  according  to  the 
Value  Line  Survey. 

Gault  is  proud  of  Aquatred  because 
it  is  a  premium  priced  tire  that  chan- 
nels water  away  from  the  tread.  But 
no  sooner  did  Goodyear  announce 
the  tire  than  rivals  came  out  with 
knockoffs.  Goodyear  is  suing  two  of 
them,  Continental  AG's  General  Tire 
and  a  Malaysian  manufacturer. 

A  veteran  of  the  appliance  wars, 
Gault  has  dealt  with  this  kind  of  prob- 
lem before,  as  a  senior  vice  president 
at  General  Electric  and  later  at  Rub 
bermaid.  He  knows  that  even  the 
most  innovative  new  product  soon 
attracts  competitors.  The  trick,  he  has 
learned,  is  to  keep  coming  up  with 
innovations  in  order  to  remain  a  step 
ahead.  When  imitators  copied  GE's 
refrigerator  with  an  icemaker  in  the 
door,  for  instance,  Gault's  GE  engi- 
neers designed  a  refrigerator  with  a 
crushed  ice  maker  and  a  water  dis- 
penser in  the  door.  He  is  tackling  the 
problem  the  same  way  at  Goodyear — 
w  ith  a  steady  stream  of  new  products 
that  keep  it  ahead.  He's  revamped  the 
new  product  cycle  so  that  Goodyear 
has  pumped  out  more  new  tire  mod 
els  in  the  past  two  years,  including 
tires  lor  tractors  and  recreational  vehi- 
cles, than  in  any  equivalent  period  in 
the  entire  history  of  the  company. 

Gault,  who  learned  marketing  at 
two  of  the  most  market-oriented 
companies  in  the  world,  has  brought 
his  know  how  to  what  had  long  been 
a  kind  of  engineer's  company.  "Basi- 
callv,  the  engineers  made  new  tires 
that  appealed  to  other  engineers  in 
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Detroit,'1  says  John  Fiedler,  executive- 
vice  president  of  the  North  American 
tire  division.  In  effect,  the  engineers 
told  the  salespeople:  "This  is  what 
we're  going  to  make.  Go  sell  'em." 

No  longer.  Now  Gault  has  the  mar- 
keting people  telling  the  engineers 
what  consumers  want,  based  on  ex- 
tensive market  research.  The 
Aquatred  had  languished  in  Good- 
year's  labs  for  years  because  it  was 
thought  the  $95  tire  would  have  only 
a  limited  market,  for  expensive  cars. 
Gault,  after  consulting  focus  groups, 
decided  people  would  spend  the  extra 
money  for  Aquatred's  safety  features. 


Aquatred  tire  tread,  which  channels  away 

a  gallon  of  water  per  second 

A  high  point  of  Stan  Gault's  tenure. 


Dealing  with  stubborn  engineers, 
knockoffs  and  tough-customer  auto 
companies  isn't  Goodyear's  only 
problem,  however.  Gault  decided 
Goodyear  needed  wider  distribution 
foi  its  replacement  market  tires  than 
its  1,000  owned  stores  and  2,500 
independent  dealers  provided.  Two 
years  ago  he  began  selling  Goodyear 
tires  through  Sears,  followed  by  Wal- 
Mart  and  several  tire  chains  like  Dis- 
count Tire.  Many  of  Goodyear's 
smallet  dealers  were  apoplectic.  "I 
feel  like  they  just  stabbed  me  in  the 
back,11  fumes  Rc  >bcrt  Wertz,  owner  of 
Goodyear  dealer  Wertz  Tire  &  Auto 


Service  in  Flagstaff,  Ariz.  Wertz  says 
last  August  he  picked  up  the  paper 
and  saw  an  ad  by  Discount  l  ire  that 
featured  Goodyear  Wrangler  tires  at 
$59.99,  $  1 7  less  than  Wertz  paid  for 
the  same  tires  at  wholesale.  Another 
dealer,  F  red  Taylor  of  Glendale,  Ariz., 
savs  a  customer  brought  in  an  esti- 
mate from  Discount  Tire  that  quoted 
a  price  of  $108  for  a  16  inch  Gator- 
back  tire,  $16  less  than  it  cost  Taylor. 

"They  [the  discount  stores  j  are  just 
using  Goodyear  as  a  bait  and  switch  to 
sell  their  own  private-label  tires," 
Taylor  says.  In  response,  Wertz,  Tay 
lor  and  other  once  loyal  dealers  are 
earning  competitors'  tires  and  push- 
ing the  tires  with  the  best  markups. 
This  is  no  small  problem:  The  inde- 
pendent dealers  still  sell  over  50%  of 
Goodyear's  replacement  tires. 

Gault  says  Goodyear  didn't  have  a 
choice.  With  competition  getting 
tougher,  he  needed  the  extra  volume. 

"We  are  doing  more  to  support  our 
dealers  than  any  other  manufacturer 
in  the  industry,  and  the  dealers  know 
that,"  says  Gault.  "So  we're  not  out 
there  with  some  silly  idea  of  taking 
business  from  dealers  and  giving  it  to 
Sears.  But  buying  habits  have 
changed.  Fifty-one  percent  of  the 
buyers  are  buying  a  tire  within  48 
hours  of  deciding  they  needed  it." 
With  tires  more  of  an  impulse  item, 
Gault  realized  he  needed  broader  dis- 
tribution. People  were  no  longer  will- 
ing to  seek  out  a  specialty  tire  dealer 
when  they  wanted  a  replacement. 

You  can  put  it  this  way:  Gault  has 
saved  Goodyear  from  losing  the 
war — as  Firestone  and  Uniroyal 
Goodrich  did — but  the  war  isn't  over. 

As  commanding  general,  Gault  has 
announced  he  will  retire  at  the  end  of 
1994.  Who  will  succeed  him?  Among 
the  prime  candidates  is  John  Fiedler, 
head  of  Goodyear's  important  North 
American  business.  Fiedler,  55,  for- 
merly ran  Kelly-Springfield  fire  Co., 
a  Goodyear  subsidiary  that  is  run  as  a 
separate  company.  It  has  its  own 
plants,  to  make  lower  priced  tires, 
and  is  the  nation's  largest  maker  of 
private-label  tires. 

Succession  from  the  inside,  howev- 
er, cannot  be  assumed.  It  took  a  man 
from  outside  the  inbred  tire  industry 
to  save  Goodyear;  the  board  may 
decide  the  company  needs  yet  more 
fresh  air  from  the  outside.  H 
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ILLINOIS 


Springfield 


In  Georgetown, 
Kentucky  a  tradition  of 
craftsmanship,  a  love  of  the 
handmade  runs  deep. 

It  could  be  just  about  anything. 
An  antique  jigsaw  puzzle.  A  pearl-inlaid 
guitar.  Or,  for  that  matter,  a  car. 

Since  1989,  the  vast  majority  of  Toyota 


Camry  Sedans  sold  here  in  America  have  been  built 


All  assembled  by  a  team  of  nearly 
5,000  Americans  so  skilled  and  dedicated, 
that  in  1990  TMM  in  Georgetown  received 
the  first  ever  J.D.  Power  and  Associates  Gold 
Plant  Quality  Award* 
recognizing  it  as  the  highest  ^ 
ranking  plant  in  initial  quality  in 
North  America. 

And  this  year,  they  received  it  again. 


i  o 

Co)nmbua 


OnceNJCe  Started 
Building  The  Camry 
InThe  US,  AllThe  Pieces 
Just  Fell  Into  Place. 


right  here  by  Americans,  at  Toyota  Motor 
Manufacturing  (TMM)  in  Georgetown,  Kentucky 
Every  Camry  Wagon  sold,  anywhere  in  the  world, 
is  built  in  Georgetown. 

One  hundred  seventy-four  suppliers  from  32 
different  states  across  the  U.S.  provide  parts  that  go 
^J^^—^         into  the  Camry 


To  leam  more  about  the  craftsman- 
ship that  goes  into  the  1994  Toyota  Camry 
call  1-800-GO-TOYOTA  for  a  brochure 
and  location  of  your  nearest  dealer. 

Maybe  then  all 
the  pieces  will  fall  into 
place  for  you. 


Frwikfort 

Georgelown* 


N  r  trc  k  y 


®  TOYOTA  Camry 

"1  love  what  you  do  for  me" 


*J.D  ftjwer  and  Associates  1990  and  1993  Initial  Quality  Studies'"  1993  study  based  on  45410  consumer  responses  indicating  owner-reported  problems  during  the  first  90  days  of  ownership. 

Buckle  Up1  Do  it  for  those  who  love  you.  ©1993  Toyota  Motor  Sales,  USA.,  Inc. 


Revlon's  Ron  Perelman  plans  on  building  an 
entertainment  empire.  He  sees  it  as  a  great 
way  to  play  the  public  passion  for  media  stocks. 


erelman's 
nonlinear 
math 


By  Thomas  Jaffe 

Revlon's  Ronald  O.  Perelman  has 
Hollywood  fever.  Last  year  he  added  a 
Bel  Air  mansion  for  corporate  use  to 
the  lavish  private  spreads  he  owns  in 
New  York  City,  Palm  Beach  and  East 
Hampton,  laying  out  over  $3  million 
for  the  Spanish-style  house.  This 
comes  in  handy  for  the  51 -year-old 
billionaire,  who  is  separated  and  re- 
portedly dates  Hollywood's  liberal 
activist  Patricia  Duff  Medavoy,  es- 
tranged wife  of  recently  deposed 
TriStar  Pictures  boss  Mike  Medavoy. 

But  there's  more  than  Politically 
Correct  Pat  involved.  Perelman, 
watching  the  battle  over  Paramount 
from  the  sidelines,  is  quietly  building 
a  major  entertainment  conglomerate 
of  his  own.  Visit  the  offices  of  Mac- 
Andrews  &  Forbes  Holdings,  Inc., 
Perelman's  holding  company.  In 
MacAndrews  &  Forbes'  elegant  digs 


in  a  former  private  school  on  Manhat- 
tan's Upper  East  Side,  Hollywood  is 
very  much  in  the  air.  One  day  recent- 
ly, amid  Perelman's  contemporary  art 
collection,  a  secretary  was  making 
dinner  reservations  for  Ron,  Barry 
(Diller)  and  Penny  (Marshall,  the 
director). 

Because  MacAndrews  &  Forbes  is 
in  registration,  Perelman  isn't  talking. 
But  Perelman  and  his  right-hand 
man,  Howard  Gittis,  are  convinced 
that  investors  will  be  looking  for 
something  new  to  put  their  money 
into  once  the  Paramount  deal  is  done. 

It's  the  Wall  Street  adage  again: 
When  the  ducks  quack,  feed  'em.  Are 
investors  willing  to  pay  fantastic  prices 
for  entertainment  conglomerates  like 
Paramount?  Gittis  and  Perelman  are 
throwing  such  a  conglomerate  to- 
gether and  will  happily  let  investors 


buy  it — at  a  price.  It's  a  game  of 
expanding  the  multiples.  It  boils 
down  to  this:  You  take  some  assets 
that  are,  by  themselves,  worth  maybe 
8  times  cash  flow,  and  create  from 
them  an  entity  that  investors  will  hap- 
pily buy  for  12  times  cash  flow. 

Perelman  is  no  stranger  to  the  en- 
tertainment capital  of  the  world.  He 
once  held  a  small  stake  in  TriStar 
Pictures  and  briefly  considered  a  run 
at  mgm/ua.  He's  already  made  two 
killings  in  Hollywood.  First  there  was 
Technicolor,  the  movie  film  proces- 
sor and  videocassette  duplicator.  Per- 
elman bought  the  company  in  1983 
for  $125  million,  sold  assets,  cutting 
his  cost  practicallv  to  nil,  and  sold  it  in 
1988  for  $780  million— virtually 
clear  profit. 

Next  was  Marvel  Entertainment 
Group.  Perelman  stole  the  comic 
book  business  from  a  small,  ailing 
Hollywood  studio  in  1988  for  $83 
million,  then  took  it  public  in  1991. 
Last  year  he  tendered  for  more  shares 
of  Marvel  and  now  owns  80%,  worth 
around  $2 . 1  billion,  at  a  cost  of  just 
$335  million  or  so. 

Like  many  of  his  deals,  this  one's 
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lorribly  complicated. 

It  starts  with  two  separate  entities. 
Perelman  controls  a  company  named 
5CI  Television,  Inc.,  which  owns  seven 
rv  stations — five  of  them  cbs  affili- 
ates— in  Detroit,  Cleveland,  Atlanta, 
Vlilwaukee,  San  Diego,  Boston  and 
Iampa.  In  1993  Perelman  paid  $100 
million  for  54%  of  so,  part  of  bank- 
rupt George  Gillett's  old  TV  empire, 
rhe  other  46%  is  owned  by  former  SCI 
rreditors,  among  them  dealster  Leon 
Black's  Apollo  Advisors  (8%),  Fidelity 
Vlanagement  (7%)  and  tcw  Asset 
Management  (6%).  But  while  the 
low  reorganized  sci  is  nicely  profit- 


able on  an  operating  basis,  Perelman 
can't  touch  that  cash  flow.  It  is  com- 
mitted to  servicing  the  restructured 
debt.  And  SCl's  stock  is  practically 
illiquid,  recently  trading  over-the- 
counter  at  12. 

The  second  building  block  for  the 
new  Perelman  entertainment  giant  is 
New  World  Entertainment,  a  one- 
time movie  studio  and  still  a  producer 
of  TV  programs,  100%  owned  by  Per- 
elman. New  World  was  the  company 
from  which  he  acquired  Marvel.  In 
1989  he  bought  the  rest  of  New 
World  for  $145  million.  And  Perel- 
man owns  some  odds  and  ends:  Four 


Star  International,  which  has  a  library 
of  old  movies  and  TV  shows,  50%  of  a 
TV  syndicator  and  37.5%  of  an  info- 
mercial  producer. 

To  be  blunt,  New  World  is  a  lousy 
company.  To  make  it  less  lousy,  Perel- 
man installed  William  Bevins,  Ted 
Turner's  former  chief  financial  offi- 
cer. Bevins  sold  assorted  rights  to 
New  World's  library  but  hung  on  to 
most  of  the  rights  to  its  TV  shows. 
There  are  about  100  titles,  with  over 
2,000  hours  of  programming,  includ- 
ing onetime  hit  soap  Santa  Barbara. 
Bevins  dropped  making  prime-time 
series  to  focus  on  less  expensive  soaps, 
like  Tlie  Bold  and  Tl)e  Beautiful,  and 
made-for-TV  movies  and  miniseries, 
cutting  costs  here  by  doing  coproduc- 
tions.  New  World  also  is  producing  a 
couple  of  new  animated  series — Biker 
Mice  From  Mars,  being  syndicated, 
and  Spiderman,  due  on  the  Fox  Net- 
work this  fall.  Spiderman,  based  on  a 
Marvel  character,  is  the  first  fruit  of  a 
licensing  deal  between  the  two  Perel- 
man companies. 

But  from  1990  to  1992  New  World 
and  Four  Star  had  $297  million  of 
losses,  and  were  nearly  $10  million  in 
the  red  through  the  first  nine  months 
of  1993.  Over  the  years  Perelman  has 
shelled  out  some  $200  million  to 
fund  New  World's  cash  needs. 

Not  a  very  impressive  collection — 
TV  stations  whose  cash  flow  is  com- 
mitted to  creditors  and  a  third-rate 
production  company.  But  Perelman's 
strategy  is  to  create  a  fully  integrated 
television  company  that  can  capture 
every  level  of  profit  in  the  business. 

According  to  the  plan,  New  World, 
SCI  and  the  odds  and  ends  together 
make  beautiful  music;  they  play  a  tune 
called  synergy.  New  World  will  make 
programs  that  will  run  on  the  SCI 
stations.  Nothing  fancy.  Game  shows, 
reality-based  shows  and  talk  shows,  all 
cheap  to  produce.  If  they  click  in  the 
Perelman-owned  test  markets,  then 
his  syndication  arms  will  market  them 
for  wider  distribution.  The  stations 
will  also  be  used  to  try  out  infomer- 
cials.  And  running  Perelman-supplied 
shows  is  supposed  to  lower  the  sta- 
tions' programming  costs.  Mean- 
while, Perelman  is  starting  an  in- 
house  unit  to  sell  national  advertising 
for  the  stations  and  to  barter  inven- 
tory generated  through  syndication. 

Now  to  meld  SCI  and  New  World. 
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One  Of  The  World's  largest  Airlines  Wantec  i 


ease  The  Productivity  Of  Their  Sales  Force. 


So  life  Helped  Them  Open 
Some  New  Routes. 


In  today's  competitive  air  wars,  a  more  productive  ground  force  can  help 
an  airline  stay  airborne.  So,  when  one  of  our  clients,  a  major  airline,  wanted 
to  increase  the  productivity  of  their  sales  reps  across  the  country,  cellular 
service  was  a  natural. 

The  challenge  was 
how  to  coordinate  the 
service  for  their  reps 
m  110  different  off  ces 
nationwide  without  giving  our  client  a  major  administrative  headache.  We 
worked  out  a  way  to  provide  them  the  cellular  service  they  need  —  with  just 
one  hill  and  one  point  of  contact.  Plus  a  convenient  monthly  management  report. 

Cellular  gives  their  reps  a  competitive  edge  by  giving  them  immediate 
access  to  fast-changing  industry  information.  And  keeps  them  in  constant 
touch  with  their  customers. 

They  selected  BellSouth  because  they  knew  we  could  do  it.  We  were  already 
supplying  them  with  paging  and  other  telecommunications  services. 

Tliat's  b  ecause  were  a  lot  more  than  one  company.  We  re  a  family  of 
communications  companies,  capable  of  providing  innovative  solutions  to  airlines 
and  all  kinds  of  other  businesses.  Including  yours. 

From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated 
telecommunications  networks,  we  have  the  depth  of  resources  required  to 
meet  your  communications  challenges  today.  And  tomorrow. 

Uat's  why  there's  one  airline  that  no  longer  thinks  runways  are  the  only 
place  for  its  business  to  take  off.  Interstates  can  be  pretty  good  too. 
For  information,  call  your  BellSouth  representative  or  1-800-726-BELL. 


Telecom  m  u  n  ica  tions 
Information  Services 
Mobile  Co  mmunications 
Advertising  Services 


€>  1993  BellSouth  Corporation 


Everything  you  expect  from  a  leader 


BANK  &  THRIFT  SPECIALISTS 


BANK  MERGERS 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


U.S.  CUSTOMS  SERVICE 
SEIZED  REAL  PROPERTY 


•Indian  Wells  Country  Club,  with  27 
Hole  Golf  Course 

•Hotel  Indian  Wells,  located  in  Indian 

Wells,  CA 

•6.84+  Acres  Commercial  Land  Adjacent 
to  Hotel 


•Royal  Keniield  18  Hole  Public  Golf 
Course,  located  in  Henderson,  NV 
(Las  Vegas) 
Auction  Dates: 
Royal  Kenfield- April  28,  1994 
Indian  Wells -May  19, 1994 


^EQsH  OYNATRENO 

Sole  contractor  for  U.S.  Customs  Service  Auctions.    94-:7.157fi58/160/16K"-2424NV  Lie.  28687  CA  Lie.  #00831853 

Call  .John  Saunders  for  Information  and  Color  Brochure 
310-618-0164  or  fax  310-787-0084. 


Ronald  Perelman 

Furman,  Selz,  an  investment  banking 
firm,  was  hired  to  value  Perelman's 
New  World/Four  Star  grab  bag.  An 
assessment  of  $215  million  was  ac- 
cepted by  an  independent  sci  special 
committee  consisting  of  representa- 
tives of  Apollo  and  TCW,  as  well  as  cx- 
American  Express  boss  James  Robin- 
son III  and  Columbia  Business 
School  Dean  Meyer  Feldberg. 

So  Perelman  swaps  New  World  to 
SCI  for  25.4  million  new  sci  shares, 
bringing  his  sci  holdings  to  over  37 
million  shares.  Plus,  he  pays  off  the 
assets'  more  than  $100  million  of 
long-term  debt. 

Now  for  a  name  change  to  some- 
thing more  suitable  for  expanding  the 
multiple  than  boring  SCI.  New  World 
Communications  Group  is  born. 

Problem  is  that  the  new  company, 
besides  not  being  much  of  a  factor  in 
the  program  business,  needs  cash.  It 
wants  to  buy  more  TV  stations,  among 
other  things.  So  Perelman  has  turned 
to  his  fellow  shareholders  for  assis- 
tance. New  World  is  offering  rights  to 
its  minority  shareholders.  If  all  of 
them  exercise  their  rights,  they  will 
preserve  their  relative  ownership  in 
the  company  and  New  World  will  take 
in  $180  million.  If  some  of  them 
don't,  management  may  buy  addi- 
tional shares  to  pick  up  the  slack. 

While  Fidelity  and  TCW  haven't  said 
yet  what  they  intend  to  do,  Leon 
Black's  Apollo  may  not  exercise  its 
rights.  Instead,  Apollo  is  negotiating 
to  buy  about  $50  million  of  New 
World  convertible  preferred. 

When  the  deal  or  some  form  of  it  is 
done,  New  World  Communications 
probably  will  end  up  with  roughly 
$200  million  total  from  the  offering 
and  Apollo.  There  should  be  more 
than  60  million  common  shares,  with 
Perelman  owning  over  60%.  New 
World  Communications  still  isn't 
much  of  a  company,  but  Perelman 
isn't  through  yet. 

Next  step:  New  World  Communi- 
cations, say  sources,  will  wait  for  the 
stock-  to  go  up  a  bit  and  then  sell  some 
new  shares  to  the  public,  doubling  its 
cash  to  about  $400  million.  It  will 
then  be  able  to  borrow  another  $600 
million  or  more.  Perelman  plans  to 
use  the  $1  billion  to  buy  up  to  5 
network  affiliates  in  the  top  25  or  30 
markets.  That  would  give  him  a  total 
of  12  TV  stations,  all  one  owner  is 
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Great  reports  on  the  INVESCO 
Industrial  Income  Fund  keep 
coming  in  by  the  boatload.  llpper 
Analytical  Services  ranked  it  the 
number  one  equity  income  fund 
for  the  five  and  ten  year  periods 
that  ended  12/31/93.  smart  money 
Magazine  w  ent  so  far  as  to  call 
it  the  number  one  safe  bet  for 
the  '90s.  And  Morningstar  gave 
it  their  highest  five-star  rating. 

of  course.  past  performance 
is  no  guarantee  of  future  results. 
Bi  t  this  no-load  mutual  fund 
hasn't  had  a  losing  year  in  over 
a  decade.  and  it's  paid  a  dividend 
every  quarter  since  1960.  no  w  onder 
Investor's  Business  Daily  ranked 
it  in  the  top  25  Income  Funds. 

So  if  you're  looking  for  a 
retirement  that's  smooth  sailing, 
talk  to  invesco.  They've  been 
helping  investors  for  over  60 
years.  Call  for  a  prospectus  on 
the  fund  today.  you'll  receive 
more  complete  information, 
including  management  fees 
and  expenses.  read  it  carefully 
before  yoli  invest  or  send  money, 
invesco.  |ust  one  of  the  smart 
choices  you've  made."' 


INVESCO  INDUSTRIAL 
INCOME  FUND 

Annualized  return  through  Dec  31. 1993 

One  Year  

16.74% 

Three  Year  

19.91% 

Five  Year  

18.08% 

Ten  Year  

16.39% 

Fifteen  Year  

17.30%  | 

Twenty  Year  

16.09% 

INVESCO  FUNDS 

800-320-4525 
EXT.  188 


HE  FIVE  AND  TEN  YEAR  PERIODS  ENDED  12/31/93.  LlPPER  \NALYTICA1  SERVICES  RANKED  THE  FUND  #1  OF  31  AND  #1  OF  20  EQUITY  INCOME  FUNDS  RESPECTIVELY  INVESTOR'S  BUSINESS  DAILY  RANKED  THE  FUND  $7  AMONG 
TOP  25  INCOME  FUNDS  FOR  19901992  AS  OF  12/9/93  SMART  MONEY  S  DESIGNATION  OF  FUND  AS  A   SAFE  BET  FOR  THE  '90S"  BASED  ON  PROPRIETARY  ANALYSIS  OF  10-YEAR  AND  YEAR  TO  DATE  RISK  AD|USTED 
)RMANCE  AND  FUND  COMPOSITION.  MORNINGSTAR.  INC  RATING  CVI  Cl'LATED  BY  COMBINING  FUND'S  PROPRIETARY  RISK  AND  RETURN  SCORES  REI  ATIY  I  TO  OTHER  EQUITY  INCOME  FUNDS  FOR  Till  MM  I    FIVE  AND  TEN 
PERIODS  ENDED  11/30/93.  OF  All  EQUITY  INCOME  FUNDS  RATED  (59).  10%  RECEIVE  MORNINGSTAR  S  5  -STAR  RATING   lOTVI  RETURN  ASSUMES  REINVESTMENT  OF  All  DIVIDEND  AND  CAPITAL  GAIN  DISTRIBUTIONS.  INVESTMENT 
IN  AND  PRINCIPAL  VALUE  WILL  FLUCTUATE  SO  THAT  WHEN  REDEEMED  AN  INVESTOR'S  SHARES  MAY  BE  WORTH  MORE  OR  LESS  THAN  THEIR  ORIGINAL  COiT  INVESCO  FUNDS  CROUP  |N(  DISTRIBUTOR 


The  Guardian 
Actually  Gets 
he  Good  Grades 
My  Dad  Claims 
To  Have  Gotten. 


The  folks  at  The  Guardian  Life  Insurance  Company  may  not  have  walked 
seventeen  miles  through  a  blizzard  to  get  to  school,  but  nobody  gets  higher  marks 
for  financial  strength.  Not  even  dear  ol'  dad. 

Moody's  gave  them  an  Aaa.  Standard  &  Poor's  and  Duff  &  Phelps  rated  them  AAA. 

A.M.  Best  awarded  them  an  A++. 
And  to  top  it  off,  FORTUNE"  magazine  recognized  The  Guardian  as  the  Number  One 
insurance  company  of  the  50  largest  based  on  net  income  as  a  percent  of  assets. 

Listen,  The  Guardian's  been  around  longer  than  your  dad's  dad.  Give  them  a  call  and  find  out  why 
they'll  be  here  for  your  kid's  kid's  kid.  And  learn  why  they're  the  intelligent,  financially  strong  choice  for 
Life  Insurance,  Group  Insurance,  Reinsurance,  Disability  Income  Protection,  or  Equity  Products.* 

Call  1-800-662-1006  now  and  you'll  really  look  smart  to  your  family. 


The  Guardian8 


The  Intelligent  Choice 

Since  1860 


THE  GUARDIAN'S 

REPORT  CARD 


Moody's 


Standard 
&  Poor's 


A.M.  Best 


Duff  & 
Phelps 


Capitalization 
Ratio 


1992  Return 
on  Assets 


Industry  Ranking 
on  the  basis  of 
20-year  Interest 
Adjusted  Costs 
at  ages  25,  35, 
and  45 


Dividends  paid 
every  year  since 
1868  and  up 
40%  in  the  past 
five  years 


Aaa 


AAA 


A++ 


AAA 


16.4% 


Ronald  Perelman 


HE  GUARDIAN'S 
JEPORT  CARD  SAYS  IT  ALL: 
he  Guardian  Life  Insurance 
'ompany  is  one  of  the  strongest 
nancial  companies  in  America. 


"all  1-800-662-1006 

oday  for  a  quote  from 
fhe  Guardian. 


Equity  products  are  offered  through  Guardian 
ivestor  Services  Corporation®,  an  indirect  wholly- 
wned  subsidiary  of  The  Guardian  Life  Insurance 
ompany  of  America. 

1994  The  Guardian  Life  Insurance 
ompany  of  America 


Perelman's  new 
corporate  mansion 
in  Bel  Air 
The  $3.2  million 
pad  will  come  in 
handy  for  mak- 
ing Hollywood 
deals  and  for 
making  the  Holly- 
wood scene. 


allowed.  Because  of  SCl's  restrictive 
debt  covenants,  a  separate  broadcast 
subsidiary  will  be  set  up  for  the  acqui- 
sitions. This  will  greatly  increase  New 
World's  financial  flexibility. 

And  then  New  World  will  be  ready 
to  sell  a  lot  more  shares  to  the  public, 
sometime  over  the  next  year  or  so. 
The  offering  will,  of  course,  be  at 
prices  advantageous  to  the  inside 
group.  Besides  the  glamour  of  the 
broadcast  and  entertainment  busi- 
nesses, New  World  owns  valuable  tax- 
loss  carryforwards.  An  educated  guess 
would  be  that  in  a  big  offering  Perel- 
man could  raise  well  over  $500  mil- 
lion from  the  public.  After  this,  Perel- 
man would  own  around  33%,  the  old 
SCI  minority  holders  20%  or  so,  and 
the  public  the  rest. 

Perelman  reportedly  doesn't  want 
to  pay  more  than  8.5  times  cash  flow 
for  the  TV  stations.  Good  luck.  The 
station  market,  which  crashed  in  the 
Eighties,  has  begun  to  recover 
(Forbes,  Jan.  17).  These  days  proper- 
ties are  going  for  more  like  10  times 
trailing  cash  flow,  especially  in  the  big 
markets  he  wants. 

Still,  paying  10  times  cash  flow 
wouldn't  break  Perelman  or  even  seri- 
ously harm  his  plans.  It  would  get  him 
stations  with  at  least  $100  million  of 
combined  cash  flow.  At  today's  inter- 
est rates,  that  kind  of  cash  flow  will 
support  a  lot  of  debt,  even  if  some  is  in 
the  form  of  junk  bonds. 

Perelman  might  try  to  pry  stations 
loose  from  lin  Broadcasting,  Cox 
Enterprises,  Scripps  Howard  Broad- 
casting or  troubled  Westinghouse.  Or 
buy  ABC's  Hartford/New  Haven  affil- 
iate, belonging  to  Cook  Inlet  Com- 


munications, just  reorganized.  It 
might  cost  him  about  $130  million. 

Then  there's  Carl  Lindner's  Great 
American  Communications  Co., 
which  also  has  just  come  out  of  reor- 
ganization and  owns  six  stations. 
Three  of  these — in  Phoenix,  Cincin- 
nati and  Kansas  City,  Mo. — would 
suit  Perelman's  needs;  the  others 
could  be  sold.  At  10  times  estimated 
1994  cash  flow,  GACC's  entire  TV 
group  is  worth  over  $500  million — 
no  big  deal  for  Ron  Perelman. 

Might  New  World  buy  Para- 
mount's  stations?  After  all,  Perelman 
friend  Barry  Diller  may  sell  them  if 
qvc  Network  wins.  No,  say  sources. 
All  are  either  independents  or  with 
Fox;  not  what  Perelman  wants. 

Whichever  stations  Perelman  buys 
and  from  whom,  once  the  public  is 
brought  in,  Perelman  will  have  a  high- 
ly tradable  stock.  With  that  he  would 
be  able  to  make  additional  acquisi- 
tions, using,  in  effect,  cheap  equity. 

Can  a  cosmetics  czar  make  it  big  in 
the  entertainment  business?  That's  a 
silly  question.  People  like  Perelman 
aren't  in  the  lipstick  business  or  the  TV 
business.  They  are  in  the  business  of 
manipulating  capital  structures,  shuf- 
fling back  and  forth  between  debt  and 
equity  as  the  markets  change.  One  of 
his  fellow  shareholders  in  SCI  says  he  is 
more  than  happy  to  go  along  with 
Perelman,  even  though  he  knows  that 
Perelman's  minority  shareholders 
haven't  always  fared  well.  Somewhat 
cynically  he  explains  why  he's  going 
along:  "I  don't  care  if  I'm  riding  a 
wave,  just  as  long  as  I  know  that's 
what  it  is,  so  I  can  get  off  at  the 
appropriate  moment."  W& 
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Waiting  on  tables  at  his  own  hotels  is  just  one  of  Earl 
Holding's  eccentricities.  He's  eccentric— like  a  fox. 

A  one-man  show 


By  Phyllis  Berman  and  Alexandra  Alger 


Attending  a  meeting  of  mayors  at 
the  newly  built  Little  America  hotel  in 
Flagstaff,  Ariz.,  former  U.S.  Senator 
lake  Gam,  who  was  then  mayor  of 
Salt  Lake  City,  had  just  finished 
speaking.  When  he  glanced  up  from 
the  podium,  he  saw  a  strange  sight. 
There  was  the  hotel's  owner,  Robert 
Earl  Holding,  waiting  tables. 

"Earl,  what  are  you  doing?"  Garn 
called  over  to  him.  The  multimillion- 
aire Holding  explained  matter-of- 
factly:  "I  always  want  to  make  sure 
things  go  smoothly  when  I  open  a 
new  operation." 

Among  Utah's  Mormons,  devo- 
tion to  work  is  highly  respected.  But 
Holding's  devotion  to  work  is  consid- 
ered eccentric  even  by  those  who 
know  him.  Ai  acquaintance  recalls 
seeing  Holding's  wife,  Carol,  making 
die  beds  and  cleaning  rooms  at  the 


From  one  motel-cum-gas-station 
to  a  grab  bag  of  businesses 
worth  hundreds  of  millions. 


family-owned  Sun  Valley  resort  in 
Idaho.  Another  says  he  saw  Holding's 
children  working  behind  the  register 
at  the  gift  shops  at  the  resort.  The  67- 
year-old  Earl  Holding  sometimes  gets 
down  on  his  knees  to  plant  flowers 


around  the  property  of  his  Salt  Lake 
City  hotel. 

Yet  he  is  a  near-billionaire,  worth 
by  Forbes'  estimate  $800  million.  He 
and  his  family  own  a  grab  bag  of 
largely  unrelated  businesses:  Sinclair 
Oil  Corp.,  an  integrated  oil  company; 
a  chain  of  western  hotels  that  go  by 
the  name  Little  America;  the  world- 
renowned  Sun  Valley  ski  resort;  and 
what  may  be  the  largest  ranching 
operation  in  the  Rocky  Mountains. 

Mention  Earl  Holding  to  those 
who  know  him  and  you'll  get  stories 
about  his  waiting  on  tables  and  sitting 
behind  a  cash  register,  but  little  else. 
People  don't  know  about  the  Hold- 
ings, and  he  won't  talk  with  the  press; 
Forbes  had  to  report  this  story  with- 
out his  cooperation.  Holding  is  a  very 
private  person,  almost  reclusive.  Sin- 
clair Oil  is  headquartered  in  Salt  Lake, 
in  an  unmarked  building,  and  he  is 
rarely  seen  in  public  in  this  socially 
active  city.  Sun  Valley  is  one  of  the 
nation's  poshest  ski  resorts,  but  Hold- 
ing is  never  there  hobnobbing  with 
celebrity  regulars. 

Lavish  spending  by  celebs  benefits 
him,  but  it  doesn't  influence  his  ways. 
Holding  has  a  high  regard  for  money 
and  does  not  easily  let  go  of  a  dollar 
bill.  "Put  me  down  for  what  Earl 
Holding  has  given,"  is  a  joke  among 
Salt  Lake  residents  when  they  are 
pressured  for  a  charitable  donation.  It 
is  even  said  Holding  keeps  his  wife  on 
a  restricted  budget. 

Perhaps  his  tightfistedness  traces  to 
his  youth.  His  parents  lost  everything 
in  the  stock  market  crash  of  1929, 
then  became  custodians  at  a  Salt  Lake 
apartment  complex  owned  by  a 
wealthy  local  Mormon  family,  the 
Coveys.  When  Earl  Holding  was  9, 
the  Coveys  gave  him  a  job  doing 
yardwork  for  1 5  cents  an  hour.  Soon 
he  was  working  three  hours  before 
school  at  the  apartment  complex  for 
65  cents  an  hour  and  another  eight 
hours  after  school.  Incredibly,  he 
managed  to  save  $10,000  by  the  time 
he  went  into  the  Ar  Force. 

After  a  year  of  college  Holding 
went  into  the  service,  then  finished  a 
degree  at  the  University  of  Utah  and 
got  married.  In  1952  his  old 
landlord/employers,  the  Coveys,  had 
a  proposition  for  the  Holdings.  The 
Coveys  had  a  moneylosing  motel/gas 
station  in  Little  America,  Wyo.  on 
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When  it  comes  to  European  cities, 

we  outf  ly  the  competition  on  a  daily  basis. 


Look  at  any  European  skyline.  On  any  given  day. 
Chances  are  you'll  spot  a  Lufthansa  plane.  That's 
because  Lufthansa  flies  to  over  100  European 
cities.  More  than  all  U.S  airlines  combined.  And 
when  it  comes  to  Eastern  Europe,  no  one  can  fly 
you  to  more  cities  than  Lufthansa.  But  that's  just 
half  the  story.  There's  our  unsurpassed  service  in 
the  air  and  on  the  ground.  Our  vast  global 
experience  and  knowing  our  European  neighbors 
the  way  no  newcomer  can.  You  might  just  say 
when  it  comes  to  European  service,  we  outfly 
the  competition  on  a  daily  basis. 


A  passion  for  perfection.® 


H  Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 


The  most  stunning  advance  in  car  control 
in  20  years  can't  be  explained  in  one  line. 

It  takes  two. 


826-6500  to  learn  more  about  Infiniti  or  to  arrange  a  Guest  Driv 

H  Urvision  o/  Nissan  Motor  Corporation  U.S.A.  'Q45a'  model. 


Traditional  suspension! 


Full-Active  Suspension  " 


After  a  century,  the  basic  concept  of  the  au- 
tomobile hasn't  changed  much.  Once  in  a  great 
while,  however,  fundamental  thinking  gets  a  shove 
forward.  This  is  one  ofth  ose  rare  times. 

Panic  stop  with  a  traditional  suspension  and 
the  nose  dives  down.  That's  because  about  two 
tons  of  weight  suddenly  shifts  to  the  front,  and 
springs  and  shock  absorbers  can  only  provide  you 
with  a  cushion. 

At  Infiniti,  we  realized  a  more  advanced  so- 
lution was  possible  today.  So  we  created  the  world's 
first  production  Full-Active  Suspension  system* 
Active"  because  it  uses  hydraulics  to  constantly 
adjust  the  height  of  each  corner.  Almost  like  four 
little  high-speed  elevators.  Eleven  sensors  and  a 
sophisticated  computer  counteract  forces  to  help 
keep  the  car  virtually  level. 

What  it  does  for  control  is  hard  to  describe 
jossible.  So  visit  your  Infiniti 
uicst  Drive.  You  may  only  have 
to  go  across  town,  but  you  11  be  moving  into  the 
next  generation. 

Its  everything  that's  possible! 
INFINITI® 


Instead  ol  pointing  fingers, Wausau  is  developing  solutions. 
Like  ACCURE;"  a  database  to  check  medical  charges.  CARE-LINK SM  for 
answering  health  questions.  PPO  networks.  24-Hour  Managed  Care. 
99%  accuracy  on  group  claims  paid.  You  get  results,  not  excuses. 


EESE 


WAUSAU 

NATIONWIDE*  INSURANCE  (iROUP 


Earl  Holding 

Route  30  (now  I  80).  H.T.  Covey 
agreed  to  sell  Holding  a  10%  stake  in 
return  for  taking  over  the  manage- 
ment of  the  operation. 

So  Karl  and  Carol  Holding  moved 
to  Wyoming.  They  pumped  gas, 
made  beds  and  flipped  burgers.  With- 
in a  year  the  operation  was  profitable, 
and  Holding  eventually  bought  out 
the  Coveys. 

The  Holdings  took  over  Little 
America  in  19S2,  the  same  year  that 
the  Holiday  Inn  chain  was  founded. 
The  American  family  had  just  begun 
to  take  to  the  road.  Holding  turned 
this  isolated  motel  into  a  popular 
stop  for  travelers,  and  then  truckers. 
He  added  dozens  of  pumps  and  put 


"Put  me  down  for  what 
Earl  Holding  has  given," 
is  a  joke  among  Salt 
Lake  residents  when 
they're  asked  for  a 
donation. 

up  signs  for  several  hundred  miles  in 
all  directions  proclaiming  this  the 
world's  largest  gas  station.  More 
Little  Americas  In  Cheyenne,  Wyo., 
Salt  Lake  City  and  Flagstaff,  Ariz, 
followed. 

It  was  in  the  1950s  that  13  of  the  14 
top  gas  marketers  started  selling  new 
"premium"  gasolines.  Holding  sold 
the  premium  product  as  a  way  to 
make  a  little  extra  in  the  thin-mar- 
gined business  of  gasoline  sales.  He- 
became  a  jobber,  selling  Sinclair  fuel, 
whose  Power-X  additive  was  sup- 
posed to  inhibit  engine  rust. 

Not  one  to  be  satisfied  with  a  job- 
ber's profits,  Karl  Holding  borrowed 
heavily  from  a  Salt  Lake  bank  and  in 
1968  bought  a  small  oil  refinery  in 
Casper,  Wyo.  from  Mobil  Oil  Corp. 
Mobil  had  closed  the  13,000-barrel- 
a  day  refinery  a  year  and  a  half  earlier. 
Rut  Holding  is  one  of  those  smart 
people  who  know  how  to  profit  from 
government  handouts.  There  was 
then  .a  federal  subsidy  program  for 
small  refiners,  guaranteeing  them 
crude  at  reasonable  prices.  By  1974 
the  refinery  had  increased  its  capacity 
by  half  and  was  supplying  fuel  to  the 
Air  Force,  Union  Pacific  Railroad  and 
some  1,000  sen  ice  stations  in  and 
around  the  Rockies. 

Now  for  the  big  time.  In  1974, 
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To  earn  30%  of  the  commercial  aircraft  market,  we've 
spent  over  $5  billion  in  the  United  States. 

The  United  States  plays  a  vital  part  in  Airbus  Industrie's  long-term  global  business  strategy.  Some  800  companies 
in  40  states  manufacture  a  significant  proportion  of  vital  components  for  our  constantly  evolving  Airbus  family  of 
aircraft:  a  clear  demonstration  of  the  massive  scale  of  our  commitment  to  America,  and  the  importance  we  place  on 
our  continued  co-operation.  Airbus  orders  from  US  airlines,  including  most  major  carriers,  have  made  a  valuable 
contribution  to  our  worldwide  sales  success. 


To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just -In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company,  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry.  All  supported  by  unmatched  shipping  management  systems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


COnSOLIDRTED  FREIGHTWAYS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Company 


CF  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTL  motor  carrier. 


AUCTION 

FEB.  26  &  27 

Over  2500  iots  to  be  sold  at 

No  Minimum  8t  No  Reserve 


Stained,  beveled  and  jeweled 
landing  window  by  Marc  Boganrief. 
(89"h  x  38"w) 

Classic  Cars,  Bars, 
Stained  Glass,  Statuary, 
Paintings,  Chandeliers, 
Jukeboxes,  Hollywood 
Memorabilia,  Furniture, 
Collectibles... 


Mahogany  pub  bar  -  One  of  several  to  be  sold 
(103"hx  138"wx90"d) 


For  a  free  color  catalog,  contact:  Red  Baron's  Dept.  O,  6450  Roswell  Rd. 
Atlanta,  Ga.  30328    (404)252-3770  Fax  (404)257-0268 


Earl  Holding 


INTERNATIONAL  w 
PERFORMER  FOR  YOUR  IRA 


T.  Rowe  Price  International  Stock  Fund— one  of  the  oldest  and  largest 
international  funds — can  be  an  ideal  way  to  diversify  your  IRA  portfolio. 
Potentially  stronger-performing  foreign  markets  could  help  increase 
your  long-term  returns — and  adding  these  holdings  could  help  reduce 
overall  portfolio  volatility  because  foreign  economies  follow  different 
cycles  than  the  U.S.  The  Fund  invests  in  stocks  of  established  foreign 
companies  and  broadly  diversifies  across  economies  and  currencies. 
Morningstar,  an  independent  publisher  of  mutual  fund  ratings,  awarded 
the  Fund  4  stars  (****)  for  its  overall  risk-adjusted  performance.* 
$1,000  IRA  minimum.  100%  no  load. 

— ,  Call  24  hours  for  a  free  IRA  Planning  Kit 
1-800-541-7882 


Invest  With  Confidena 


T.RowerVice 


IRA020956 


*Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  11/30/93.  These 
ratings  may  change  monthly.  Ratings  are  calculated  from  the  Fund's  3-,  5-,  and  10-year  average 
annual  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  Fund  performance 
relative  to  3-month  Treasury  bill  monthly  returns.  Past  performance  cannot  guarantee  future  results. 
There  is  no  guarantee  that  the  Fund  will  achieve  its  objectives.  International  investing  has  special 
risks,  including  currency  fluctuations.  Request  a  prospectus  with  more  complete  information,  includ- 
ing management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send 
money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Refinery  in  Sinclair,  Wyo. 

A  wonderful  little  niche  market. 


when  he  was  just  47,  Holding  bought 
San  Diego's  elegant  Westgate  Hotel 
for  a  reported  $14.7  million.  In  1977 
he  bought  Sun  Valley  for  a  mere  $12 
million. 

Holding  got  deeper  into  the  oil 
business,  too.  In  1976  he  mortgaged 
his  hotels  to  buy  some  of  the  western 
properties  that  Atlantic  Richfield  had 
divested  after  buying  Sinclair.  That 
included  Sinclair's  Wyoming  refiner)', 
gathering  and  distribution  pipelines 
and  several  hundred  Sinclair-owned 
service  stations — plus  the  well-known 
Sinclair  name.  The  price?  Reportedly 
just  $72  million. 

Sinclair  is  now  one  of  the  largest  oil 
and  gas  outfits  in  the  Rockies.  It 
increased  its  overall  refining  capacity 
by  more  than  half  when  it  acquired  a 
50,000- barrel-a-day  facility  in  Tulsa, 
Okla.  that  Texaco  had  shut  down. 
Sinclair  now  supplies  some  3,000  gas 
stations  in  22  states,  most  of  them 
west  of  the  Mississippi,  and  has  about 
225  Sinclair-owned  stations. 

Continuing  his  backwards  integra- 
tion, Holding  jumped  into  explora- 
tion and  production  in  the  late  1970s. 
He  started  by  drilling  17  natural  gas 
wells  in  southern  Wyoming — and 
struck  gas  in  15  of  them.  He  then 
moved  into  North  Dakota,  where  he 
drilled  several  other  wells.  Today  Sin- 
clair is  a  partner  in  more  than  20  oil 
wells  that  Union  Pacific  Resources, 
the  exploration  unit  of  Union  Pacific 
Corp.,  is  in  the  process  of  drilling  in 
Wyoming. 

The  key  to  Sinclair's  profitability  is 
its  relative  insulation.  Holding  oper- 
ates mainly  in  the  Rockies,  where 
geography  limits  competition:  Ship- 
ping gasoline  to  the  relatively  isolated 
Rocky  Mountain  states  adds  up  to  $2 
a  barrel  in  transportation  costs. 
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It's  like  rebuilding  the  engine 
at  55  MPH.  Fact  is,  a  lot  of 
production,  and  profit,  is  lost 
when  a  mill  shuts  down  for  a 
major  overhaul.  So,  AEG  Auto- 
mation Systems  Corp.  engineers 
asked,  "Why  shut  down  at  all? 
Keep  rolling  while  installing 
an  all-new  control  system 
without  any  production  loss." 
That's  exactly  what  they  did 
at  Wheeling/Pittsburgh's 
2.7-million-ton-a-year  hot  strip 
mill  in  Mingo  Junction,  Ohio. 
Making  that  kind  of  commitment 
requires  experience,  know-how 
and  flexibility— the  kind  AEG 
has  gained  by  installing  and 
upgrading  drive  control  systems 
in  mills  from  Indonesia 
to  Indiana. 


AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 


-m: 


Microelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 


Discover  an  investment 
that's  going  places. 


Twentieth  Century  International  Equity 

Benefit  from  worldwide  opportunities  with  the  Twentieth  Century 
International  Equity  fund.  This  fund  has  earned  strong  returns  by 
trying  to  stay  fully  invested  in  companies 
around  the  world  that  are  growing  at  acceler- 
ating rates.  The  fund's  total  return  since  its 
first  month  of  operation  compares  very  favor- 
ably to  the  performance  of  the  EAFE*  Index, 
an  index  of  unmanaged  international  stocks. 
But  remember,  past  performance  is  no  guar- 


Cumulative  total  returns  from 
5/31/91  to  12/31/93* 

61.53% 

Twentieth  Centui 


International 


intury 
Equity 


19.08% 

EAFE* Index 


antee  of  future  results.  Call  or  write  for  your  free  information  kit 
about  this  no-load  international  stock  fund.  The  kit  contains  a 
prospectus  with  more  complete  information,  including  charges  and 
expenses.  Please  read  the  prospectus  carefully  before  investing. 
Our  family  of  no-load  funds  is  also  available  for 
401  (k)  and  Keogh  plans. 

Call  today,  toll-free: 

1- 800-345-2021 

PO.  Box  419200,  Kansas  City,  MO  64141-6200 


©  1994  Twentieth  Century  Services,  In 
FBS 


Investments  That  Work" 


Open  Your  IRA  to  the  world! 


are  Twentieth  Century  International  Equity's  1-year  and  since  inception 
(5/9/91)  average  annual  total  returns  as  of  December  31,  1993.  ■  Data  quoted  represents  past  performance. 
Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original 
cost.  ■  The  Morgan  Stanley  Europe,  Australia,  Far  East  (EAFE®)  Index  is  a  widely  followed  group  of  stocks  from  20 

differer;*  countries. 


Earl  Holding 

Sinclair  is  freed  from  these  costs  by 
its  proximity  to  its  markets.  "It's  a 
wonderful  little  niche  market,"  says 
James  Gibbs,  chief  executive  of  Wain- 
oco  Oil  Corp.,  a  Sinclair  competitor 
in  the  Wyoming  and  Colorado  mar- 
kets. "Gross  profit  margins  for  gaso- 
line run  about  $2.50  a  barrel  higher  in 
the  Rockies  than  in  the  Gulf  Coast." 

Holding  has  spent  heavily  to  up- 
grade his  three  small  but  efficient 
refineries,  which  have  been  equipped 
to  meet  federal  1990  Clean  Air  Act 
Amendments  standards  for  low-sul- 
fur diesel  and  can  process  sour  crude, 
the  heavy  stuff  that  is  $3  to  $5  a  barrel 
below  sweet  crude  in  the  Rockies. 

While  he  was  going  deeper  into  the 
oil  business,  Holding  was  not  ne- 
glecting Sun  Valley.  He  had  bought  it 
on  the  cheap  because  this  pioneer 
resort  was  run-down  and  had  lost  its 
1930s  glamour.  Holding  renovated 
hotel  rooms  and  installed  state-of- 
the-art  chair  lifts  and  a  $16  million 
automated  snowmaking  system.  For 
many  rich  people,  a  property  like  Sun 
Valley  would  be  a  kind  of  hobby.  Not 
so  for  Holding.  He's  all  business. 

Same  goes  for  his  ranching  opera- 
tion, probably  the  largest  in  the  Rock- 
ies. He  has  450,000  deeded  acres  in 
Wyoming  and  Montana,  on  which  he 
runs  35,000  head  of  cattle.  Holding 
has  integrated  his  ranching  operation, 
purchasing  two  feedlots  in  Wyoming 
to  fatten  his  own  cattle. 

"And  it's  all  a  one-man  show,"  says 
Douglas  Hall,  a  broker  in  Montana 
who  has  dealt  with  Holding.  "I  never 
know  when  he'll  call  me  or  from 
where.  But  he  manages  every  detail 
himself." 

Earl  Holding  has  been  buying  land 
in  downtown  Salt  Lake  for  years,  and 
the  rumors  are  flying  right  now  that 
he  plans  to  build  a  hotel  complex 
close  to  the  Salt  Palace  convention 
center,  being  rebuilt  and  expanded. 

Recently  Holding  seemed  to  break 
one  of  his  own  rules.  He  became  a 
supporter  of  efforts  to  bring  the  2002 
Winter  Olympics  to  Utah.  He  even 
pledged  money  to  diis  civic  endeavor. 

Has  Earl  Holding  gone  soft?  No 
way.  He  owns  a  Utah  ski  resort,  Snow 
Basin.  If  Utah  wins  the  Olympics,  all 
the  downhill  events  will  be  held  there. 
Earl  Holding  may  shun  publicity  for 
himself,  but  he  knows  it  is  pure  gold 
for  a  ski  resort.  H 
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To  build  the  country's  best 
educated  work  force,  you 
have  to  start  at  the  beginning. 


If  you  want  to  compete  in  the  21st 
century,  you're  going  to  have  to 
know  the  language.  And  the  language 
won't  always  be  English. 

That's  why  the  public  school  system 
in  Fairfax  County  offers  language 
immersion  programs  in  Japanese, 
Spanish  and  French.  The  goal  is  to 
make  students  fluent  by  junior  high. 
And  by  adulthood,  more  competi- 
tive in  world  trade. 

Forward  thinking  programs  like 
these  are  why  the  tenth  largest 


public  school  system  in  the  nation  is 
also  one  of  the  nation's  best  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  of  ten 
graduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  The 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifirialists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 

^Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 
Name  

Title  

Company  

l<l<l  ress  

City  

Zip  


State 


Phone 


Fairfax  County  Economic  Development  iulhoruy 
Siob  limine  llouliTwiL  Suite  450,  I  itnnu,  I  irgihia  221X2 
Telephone  70)  790  0600,  Fax  70)S9)-I269 


 __l 


Fairfax  County,  Virginia.  The  21st 


Century  Is  Here. 


Mutual  funds  aren't  the  only  way  to  invest  in  Asian 
stock  markets.  Jamie  Rosenwald's  grandfather 
taught  him  a  different  way  to  play  Asia. 

Lessons  from 
my  grandfather 


By  Damon  Uarlin 

James  Rosenwald,  a  New  York 
stockbroker,  visited  Japan  in  1966. 
He  put  a  question  to  the  chairman  of 
Osaka's  Fuji  Fire  &  Marine  Insur- 
ance: How  much  is  Fuji's  headquar- 
ters building  worth?  The  answer  sur- 
prised him.  It  was  worth  more  than 
the  market  value  of  the  company. 
Rosenwald  began  buying  Japanese  in- 
surance stocks  and  made  a 
lot  of  money  for  himself 
and  his  clients. 

Fast  forward  to  1991. 
Rosenwald's  grandson, 
James  B.  (Jamie)  Rosen- 
wald III,  goes  to  Seoul, 
South  Korea.  He  visits  An- 
kuk  Fire  &  Marine  (now 
Samsung  Insurance)  and 
poses  the  same  question  his 
grandfather  put  to  the  top 
man  at  Fuji:  How  much  is 
your  headquarters  building 
worth? 

History  repeats.  "I  could 
buy  the  whole  company  for 
the  unrealized  value  of  the 
headquarters  building," 
says  Rosenwald.  He 
bought  the  stock  at  50.  It 
was  recently  at  250. 

Rosenwald,  36,  manages 
a  portfolio  worth  about  $350  million 
from  an  oceanfront  office  in  Redondo 
Beach,  Calif.  His  specialty  is  Asian 
insurance  stocks.  His  Korea  Non-Life 
Investment  fund,  trading  in  London, 
was  up  61%  in  1993,  and  his  Korea 
Anglo-American  investment  trust  was 
up  79%.  The  Korean  stock  index  was 
up  24%  in  1993.  The  Rosenwald  cli- 
ent has  to  pony  up  at  least  $100,000 
for  him  to  accept  the  account. 

Like  his  grandfather,  Rosenwald 


invests  in  Asian  insurance  companies 
because  he  sees  them  as  a  leveraged 
play  on  the  economies  in  which  they 
operate.  As  countries  build  their  in- 
dustrial bases  and  consumer  markets 
grow,  the  need  for  insurance  rises, 
and  the  insurance  companies  invest 
their  premiums  in  the  local  stock  and 
real  estate  markets.  Buying  into  an 


James  B.  Rosenwald  III 
The  Pacific  Ocean  is  no  barrier. 


insurer  is  a  way  to  accumulate  a  diver- 
sified portfolio  of  local  stocks  and 
bonds,  many  of  which  might  not  be 
available  to  public  investors.  "If  you 
buy  Samsung  Electronics,  you  get 
Samsung  Electronics,"  says  Rosen- 
wald. "But  if  you  buy  Hyundai  Fire  & 
Marine,  you  get  exposure  to  the  rest 
of  the  Hyundai  Group,  a  lot  of  which 
is  still  privately  held." 

The  foreign  investor  in  insurance 
companies  is  also  buying  the  insurer's 


knowledge  of  local  conditions.  In 
Asian  countries,  where  language,  ex- 
otic accounting  rules  and  lack  of  good 
local  contacts  are  serious  barriers  for 
Western  investors,  attaining  this  kind 
of  know-how  is  extremely  valuable. 

But  are  there  any  bargains  still 
around  in  Asian  stocks  after  the  spec- 
tacular runups  of  the  past  couple  of 
years?  Yes,  says  Rosenwald.  He  cites 
Korea's  big  Lucky  Fire  &  Marine. 
Every  dollar's  worth  of  Lucky  com- 
mon stock  has  a  dollar's  worth  of 
Korean  stock  plus  a  dollar  of  under- 
valued real  estate  behind  it.  In  effect, 
it  sells  at  less  than  half  its  asset  value. 

Rosenwald  developed  a  fascination 
with  Asia  at  his  grandfather's  knee. 
When  Jamie  Rosenwald  was  10, 
Grandpa  invested  a  few  thousand  dol- 
lars of  the  boy's  money  in  Bank  of 
Tokyo  and  Kirin  Beer;  later  he  taught 
Jamie  how  to  analyze  insurance  com- 
pany reports.  By  the  time  he  was  ready 
for  college,  Jamie  Rosenwald's  stocks 
had  increased  20  times  in  U.S.  dollar 
terms,  and  he  could  afford  a 
trip  to  Europe  and  a  car. 

"I  was  completely 
addicted,"  says  Rosenwald. 
"It  was  like  winning  in  the 
casino  the  first  time  out." 
His  grandfather  also  taught 
him  that  markets  go  down 
as  well  as  up.  To  remind 
himself  of  the  dangers  of 
greed  and  hubris,  Rosen- 
wald decorates  the  walls  of 
his  office  with  framed  cer- 
tificates of  worthless  Chi- 
nese imperial  government 
bonds  and  Japanese  war 
bonds. 

Investing  in  overseas  in- 
surance companies  requires 
diligent  research  and  good 
local  contacts.  Accounting 
standards  are  different  in 
each  country.  Some,  such 
as  Indonesia,  use  outdated  actuarial 
tables  and  have  reserve  policies  that 
make  some  firms  risky.  (Among  the 
Indonesian  insurers,  Rosenwald's  fa- 
vorites are  Panin  Life  and  Assuransi 
Dayin  Mitra.) 

Changing  tax  and  other  govern- 
ment policies  can  make  a  big  differ- 
ence in  insurance  markets.  Thailand 
has  just  made  auto  insurance  manda- 
tory, which  means  a  lot  of  new  busi- 
ness for  such  nonlife  companies  as 
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Asian  insurance  picks 


Company 

Country 

Stock  price* 
($US) 

Market 
capitalization* 
($mil) 

Net  premiumst 
($mil) 

Profit  after  taxt 
($mil) 

AIG 

US 

$87.75 

$27,863 

$14,063 

$1,657 

Dai  Tokyo  Fire  &  Marine 

Japan 

6.46 

2,630 

3,520 

75 

Tokio  Marine  &  Fire 

Japan 

10.91 

16,874 

10,159 

292 

Cathay  Life 

Taiwan 

9.18 

11,479 

5,510 

199 

Fubon  Insurance 

Taiwan 

10.41 

2,082 

189 

20 

National  Mutual  Asia 

Hong  Kong 

0.94 

1,931 

422 

40 

Great  Eastern  Life 

Singapore 

18.63 

1,527 

673 

27 

Hyundai  Fire  &  Marine 

Korea 

40.59 

244 

840 

4 

Samsung  Insurance 

Korea 

201.71 

516 

985 

9 

Bangkok  Insurance 

Thailand 

27.68 

554 

82 

21 

Panin  Life 

Indonesia 

1.95 

142 

7 

5 

Malaysian  Assurance  Alliance 

Malaysia 

2.47 

202 

60 

1 

*Asof  12/31/93.   tAs  of  12/31/92,  except  for  Japan  and  Korea,  which  are  as  of  3/31/93.   Source:  Rosenwald  Capital  Management  Inc. 


Foreign  access 
to  Korean  and 
Taiwanese  mar- 
kets is  limited, 
so  Japan  holds 
some  of  the 
best  bargains. 


Bangkok  Insurance.  Singapore  for  the 
first  time  last  year  allowed  citizens  to 
invest  a  portion  of  their  retirement 
funds  in  life  insurance  products  in- 
stead of  giving  it  all  to  a  government- 
run  pension  plan;  premiums  in  what 
was  considered  a  maturing  market  are 
growing  35%  a  year  at  Singapore's 
Great  Eastern  Life. 

Rosenwald  says  he  is  studying  in- 
surance companies  in  Vietnam,  Sri 


Lanka  and  India.  He  believes  their 
economies  are  where  Korea's  and 
Taiwan's  were  10  to  25  years  ago. 

What  about  China?  Rosenwald 
notes  that  all  insurers  in  the  People's 
Republic  are  government  owned,  but 
the  country  can  be  played  by  buying 
the  U.S.'  well-managed  American  In- 
ternational Group,  which  was  started 
in  Shanghai  in  1919  and  does  the  bulk 
of  its  business  overseas.  Alternatively, 


one  can  buy  Hong  Kong,  Taiwanese 
and  Singaporean  insurers,  most  of 
which  have  some  business  in  China. 

Rosenwald  hasn't  forgotten  Japan. 
He  thinks  there  are  bargains  in  Japa- 
nese insurance  stocks,  because  the 
market  is  down  and  insurance  premi- 
um growth  will  outpace  the  overall 
economy.  He  recommends  Tokio  Ma- 
rine 8c  Fire,  Sumitomo  Marine  &  Fire 
and  Dai  Tokyo  Fire  &  Marine.  Hi 
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Does  your  job  require  out-of-pocket  spending  on 
meals,  entertainment  and  incidentals?  Read  this. 

Above  the  line 


Some  employees,  like  stockbrokers, 
salespeople  and  various  licensed  pro- 
fessionals, get  nice  salaries  and  com- 
missions but  are  expected  to  dig  into 
their  own  pockets  to  pay  for  expenses. 
They  give  up  a  chunk  of  their  pay  to 
cover  job-related  travel,  car  expenses, 
education,  licensing  fees,  publica- 
tions, meals  and  entertainment.  If  you 
find  yourself  in  such  a  fix,  heed  this 
advice  from  Stuart  Becker,  a  New 
York  City  accountant:  Ask  your  boss 
for  a  pay  cut  and  an  expense  allow- 
ance. You  could  save  yourself  a  bun- 
dle in  taxes,  without,  in  most  cases, 
costing  your  employer  much  money. 

Many  well-paid  workers,  of  course, 
have  expense  accounts.  So  long  as 
they  have  to  account  to  their  employ- 
ers for  what  they  spend,  none  of  the 
reimbursement  is  taxable  income. 
Self-employed  people  are  also  well 
treated  when  it  comes  to  accounting 
for  expenses:  They  take  them  off  the 
top,  before  figuring  income  and  So- 
cial Security/Medicare  payroll  taxes. 
Congress  even  allows  a  small  category 


of  workers  who  are  not  self-em- 
ployed— in  particular,  real  estate  bro- 
kers and  insurance  salesmen — to  han- 
dle their  taxes  this  way. 

But  that  leaves  many  salaried  em- 
ployees who  don't  have  expense  ac- 
counts in  a  bind.  Example:  You  make 
$  1 50,000  but  expect  to  spend  $2,000 
this  year  taking  clients  out  to  lunch 
and  $3,000  on  other  employee  busi- 
ness expenses.  Even  though  you're 
netting  only  $145,000,  the  full 
$150,000  is  subject  to  payroll  taxes. 
Worse,  you  can  take  only  a  portion  of 
the  $5,000  as  an  itemized  deduction. 

First,  the  meal  writeoff  is  cut  in  half 
(for  1993  and  earlier  tax  years,  the 
meal  disallowance  was  only  20%). 
That  knocks  $1 ,000  off  what  you  can 
claim  against  your  1994  taxes.  Then 
the  $4,000  balance  is  trimmed  by  2% 
of  your  adjusted  gross  income  be- 
cause employee  expenses  are  consid- 
ered a  "miscellaneous  itemized  de- 
duction." Assuming  you  don't  have 
other  income,  that  will  leave  you  with 
only  $1,000  as  a  tax  deduction. 

Solution:  Get  a  $5,000  expense 
allowance  and  a  $5,000  pay  cut.  You 
will  save  $73  in  Medicare  tax  and 
perhaps  $1,500  in  federal  tax  as  well 
as  some  state  income  taxes,  says  CPA 
Douglas  Stives  of  Curchin  &  Co.  in 
Red  Bank,  N.J.  Your  employer  will 
inherit  your  50%  entertainment  disal- 
lowance on  its  corporate  tax  return 
but  will  save  a  modest  amount  of 
Medicare  payroll  taxes  and  possibly 
save  on  salary-related  fringe  benefits, 
like  life  insurance.  -L.S. 


I 


Club  attack 

ROTARIANS  and  Kiwanians  beware: 
The  U.S.  Treasury  may  soon  rule  your 
dues  nondeductible. 

Congress  cast  a  wide  net  when  it 
disallowed  deductions  for  club  dues 
last  summer.  The  original  targets 
were  country  clubs  and  ritzy  lunch 
clubs,  but  at  the  last  minute  lawmak- 


ers disallowed  all  "business  clubs."  It 
appears  that  this  extension  was  added 
out  of  anger  at  a  lobbyist  who  boasted 
in  the  New  York  Times  that  she  had 
saved  the  airline  and  hotel  clubs  from 
being  included  in  the  bill. 

Trouble  is,  "business  clubs"  could 
also  apply  to  do-gooder  groups  like 
the  Rotary  and  Kiwanis.  "Other  clubs 
provide  services  to  their  members," 
notes  Kiwanis  spokesman  David  Wil- 
liams. "We  require  services  from 
ours."  A  Treasury  rule  to  decide  the 
matter  is  due  in  the  next  few  months. 

If  only  a  small  deduction  is  in- 
volved— dues  are  often  $100  or  less — 
why  are  the  clubs  fighting?  "Our 
members  used  to  be  Main  Street  mer- 
chants," says  Williams,  "but  now  they 
are  mostly  members  of  corporations. 
If  they  can't  deduct  dues,  they  may 
shift  community  involvement  to 
something  that  is  deductible." 

Want  to  protest?  Write  Robert  Ki- 
linskis  at  the  Treasury's  Office  of  Tax 
Policy,  1500  Pennsylvania  Avenue 
N.W.,  Washington,  D.C.  20220. 

-L.S. 

Coping  with  the 
new401(k)  limits 

Torn  between  the  obvious  need  to 
encourage  saving  and  its  zeal  for  soak- 
ing the  affluent,  Congress  chose  the 
latter  course.  It  cut  to  $150,000, 
from  $235,840,  the  annual  compen- 
sation that  can  be  used  to  figure  con- 
tributions to  retirement  plans.  But 
don't  think  this  hits  only  those  mak- 
ing over  $150,000  a  year.  Employees 
making  around  $65,000  could  also 
get  hit. 

How  can  that  be?  We  could  try  to 
explain  it  to  you,  but  it  would  take 
most  of  this  page  to  do  so  and  you 
would  get  a  headache  from  following 
the  convoluted  details — which  we're 
ready  to  bet  not  a  single  member  of 
Congress  could  explain.  It  all  involves 
"fairness"  rules — a  twisted  setup  for 
trying  to  make  sure  that  high-paid 
employees  don't  benefit  unduly  from 
the  tax  deferrals. 

Suffice  it  to  say  that  the  new  com- 
pensation ceilings  may  force  an  em- 
ployer to  lower  the  maximum  per- 
centage amount  that  workers  can 
contribute  into  401(k)  thrift  plans 
out  of  their  pretax  pay.  Worse,  you 
might  also  lose  matching  employer 
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contributions,  accord- 
ing to  Frank  Roque,  a 
benefits  expert  at 
Hewitt  Associates. 

What  should  you  do 
if  you  get  penalized  by 
this  latest  congressio- 
nal raid  on  the  national 
wealth?  Take  a  look  at 
your  thrift  plan.  See  if 
your  company  allows  aftertax  contri- 
butions— and  if  any  aftertax  money 
gets  an  employer  match.  (There  are 
IRS  limits  on  total  contributions,  too, 
but  they  are  somewhat  more  lenient 
than  pretax  limits. ) 

One  company  that  does  permit  af- 
tertax thrift  contributions  and  also, 
within  limits,  matches  them,  is  dairy 
giant  Land  O'Lakes.  A  good  thing, 
because  the  firm  is  already  having  to 
limit  pretax'contributions  from  some 
employees,  and  the  limits  are  likely  to 
affect  more  employees  in  the  future. 
"We  are  struggling  with  this  in  order 
to  preserve  our  employees'  savings," 
says  Marietta  Booth,  Land  O'Lakes' 
benefits  administrator. 

If  you  get  hit  by  the  new  rules, 
should  you  still  keep  up  your  contri- 


bution level?  You 
probably  should,  if 
contributing  aftertax 
dollars  will  increase  the 
dollars  chipped  in  by 
your  employer.  The 
employer  match  is  like 
money  from  the  sky.  It 
would  be  hard  to  invest 
outside  the  thrift  plan 
to  get  a  return  like  that. 

If,  on  the  other  hand,  your  aftertax 
contribution  won't  increase  your  em- 
ployer's contribution,  think  twice, 
advises  Nadine  Gordon  Lee,  a  partner 
with  Ernst  &  Young. 

As  with  a  nondeductible  IRA,  the 
main  benefit  of  an  aftertax  contribu- 
tion is  that  earnings  on  the  money  will 
compound  tax-free.  The  drawbacks 
are  twofold.  First,  if  you  are  young, 
you  lose  liquidity,  since  it  will  be  hard 
to  get  at  those  earnings  before  age  59 
without  paying  a  tax  penalty.  Second, 
if  you  are  investing  in  stocks  instead  of 
bonds,  you  could  easily  convert  capi- 
tal gain  taxed  at  28%  (and  then  only 
when  you  sell)  into  ordinary  income 
potentially  taxed  at  much  higher 
rates.  -Carolyn  T.  Geer 


The  sin  of  wages 

A  small  business  that  lies  about  its 
payroll  will  have  to  get  its  story 
straight  if  a  novel  IRS  matching  pro- 
gram gets  off  the  ground. 

It  was  inspired  by  a  study  by  Con- 
gress' General  Accounting  Office, 
which  estimated  that  11%  of  small 
corporations  take  wage  deductions 
that  exceed,  by  more  than  10%,  wages 
reported  on  the  W-2s  they  issue. 
Small  corporations  overstated  wage 
payments  by  $2.6  billion  in  1987 
while  failing  to  file  W-2s  for  another 
$4.8  billion  in  actual  wage  payments. 

So  the  GAO  has  prodded  the  taxmen 
to  test  an  unusual  program  designed 
to  catch  such  miscreants.  The  pro- 
gram uses  a  "reverse  match"  hvwhich 
companies'  payroll  deductions  are 
checked  against  their  own  employees' 
W-2  forms. 

If  the  scheme  does  work,  there's 
still  time  for  companies  to  put  their 
houses  in  order,  because  a  full-scale 
matching  program  won't  be  possible 
for  several  years.  Preliminary  studies 
that  won't  affect  taxpayers  will  be 
conducted  in  the  North  Atlantic  re- 
gion this  year.    -Janet  Novack  SB 
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Commerce  Clearing  House  was  one  of  the  country's 
most  profitable  publishers,  until  inertia  and 
arrogance  nearly  drove  it  under. 

Energy 
transfusion 


By  William  M.  Stern 

In  1892  Oakleigh  Thorne  bought 
the  predecessor  to  Commerce  Clear- 
ing House,  publisher  of  tax  and  ac- 
counting rules  and  sundry  govern- 
ment regulations.  As  government 
grew  and  grew,  so  did  cch  Inc.  and 
the  Thorne  family's  wealth.  In  1982 
Oakleigh  B.  Thorne,  the  patriarch's 
great-grandson,  became  an  early  en- 
try on  Forbes'  list  of  the  400  richest 
Americans. 

But  the  predictable  happened. 
Later  generations  of  Thornes  were 
less  committed  to  the  business  than 
the  first.  Oakleigh  B.  Thorne  began 
spending  less  time  at  the  firm,  and 
more  time  at  his  800-acre  horse  farm 
in  Millbrook,  N.Y.  Thus  the  company 
was  adrift  in  the  late  1980s,  when 
accounting  and  law  firms  ran  into 
hard  times  and  began  cutting  back  on 
subscriptions  to  services  like  cch's 
once  popular  Standard  Federal  Tax 
Reporter,  at  $1,215  a  pop.  Mean- 
while, aggressive  competitors  like  Re- 


search Institute  of  America  (bought 
by  Thomson  Corp.  in  1989)  moved 
in  and  grabbed  big  chunks  of  cch's 
business  with  easier-to-use  products 
at  cheaper  prices. 

Result:  cch's  net  income  slid  from 
$53  million  in  1987  to  $31  million  in 
1991.  The  company's  stock  lost  half 
its  value,  knocking  Thorne  off  The 
Forbes  Four  Hundred. 

Fortunately,  Thorne  had  a  son,  also 
named  Oakleigh,  who  had  inherited 
his  great-great-grandfather's  energy 
and  commercial  instincts.  The  youn- 
ger Oakleigh  had  earned  an  M.B.A.  at 
Columbia  University  and  then  joined 
the  firm  as  an  accounting  clerk.  In 
1991  his  father  effectively  put  him  in 
charge  of  saving  CCH,  based  in  River- 
woods,  111. 

Thorne  was  only  33  at  the  time,  but 
he  knew  a  wall  of  inertia  when  he  saw 
it.  "Everyone's  attitude  was:  Let's  do 
it  the  way  we've  always  done  it,"  he 
recalls.  "We  thought  we  had  a  divine 


Great-great- 
grandson 
Oakleigh  Thorne 
Let's  not  do  it 
the  way  we've 
always  done  it. 


decree  to  make  money." 

To  let  the  troops  know  there  w  as  no 
such  decree,  Thorne  fired  1,200  of 
the  7,000  workers  on  (  c  h's  payroll  in 
1991.  The  cuts  continue.  The  firm's 
outdated  mainframe  based  tax  pro- 
cessing business  in  Torrance,  Calif, 
will  shut  down  for  good  later  this  year. 
Thorne  took  a  $50  million  charge  to 
convert  from  the  mainframe  to  much 
more  efficient  PC-based  tax  software. 

The  ranks  of  senior  management 
have  not  been  spared.  Richard  Mer- 
rill, chief  executive  during  the  1980s, 
stepped  down  in  1991;  each  of  the 
top  12  executives  has  been  placed  in  a 
new  position  since  1991. 

Realizing  that  his  customers  don't 
like  updating  cch's  loose-leaf  binders 
with  new  rules  and  regulations  as  they 
come  in,  Thorne  has  undertaken  a 
massive  project  to  create  an  on-line 
electronic  system.  This  allows  a  new 
generation  of  computer-literate  law- 
yers to  tap  into  cch's  legal  publica- 
tions through  their  computers.  Al- 
ready out:  a  CD  ROM-based  guide 
through  the  federal  tax  code  maze. 
With  $120  million  in  cash  and  virtual- 
ly no  debt  on  cch's  books,  Thorne 
has  plenty  of  financial  resources  to 
support  his  revitalization  plans. 

While  CCH  is  back  on  track,  it  isn't 
yet  out  of  the  tunnel.  Thorne  says 
1994's  bottom  line  will  likely  be  "ug- 
ly" as  he  shells  out  $40  million  to 
complete  the  overhaul  of  cch's  pub- 
lishing unit.  Richard  Lane,  an  analyst 
at  Geary  Gull  Reiland  &  McDevitt 
who  closely  follows  CCH,  expects  the 
company  to  earn  just  $10  million  (30 
cents  a  share)  this  year  on  sales  of 
$580  million. 

But  with  56%  of  cch's  stock  firmly 
in  his  family's  hands,  Oakleigh 
Thorne  can  take  a  longer  view.  Ana- 
lyst Lane  expects  cch's  earnings  will 
more  than  quintuple  by  1996  (to 
$1.60  a  share)  on  sales  of  $660  mil- 
lion. To  help  fund  the  elder  Oakleigh 
Thome's  lifestyle,  CCH  pays  a  70- 
cent-a-share  dividend — a  4%  yield  on 
the  stock's  current  price  of  17V2. 

Young  Oakleigh  is  worried  about 
reputation,  not  lifestyle.  "If  CCH 
dies,"  he  says,  "everyone  is  going  to 
point  the  finger  at  me  and  say,  'Oh, 
look,  his  dad  let  him  run  the  company 
and  he  screwed  it  up.'  " 

The  fear  of  embarrassment  is  a 
powerful  incentive.  M 
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Boards  of  directors  are  now  demanding  accountability 
from  the  chief  executive.  When  will  trustees  and 
legislators  do  the  same  in  our  colleges  and  universities? 

Power  without 
responsibility 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Stanford  University  President 
Gerhard  Casper  put  his  finger  on  the 
central  organizational  problem  of 
American  colleges  and  universities  in 
general  when  he  said:  "Power  comes 
from  the  bottom  up.  The  most  im- 
portant decisions  are  those  concern- 
ing admissions,  curriculum  and  facul- 
ty appointments,  and  these  are  areas 
where  the  university  president  has 
almost  no  power." 

Power  not  only  comes  from  the 
bottom  up  in  academia,  it  comes  from 
people  with  tenure,  who  pay  no  price 
for  being  wrong.  Even  if  professors' 
decisions  ruin  the  institution,  either 
academically  or  financially,  no  one 
can  fire  them  for  that.  That  would  be  a 
violation  of  "academic  freedom." 

Searches  for  new  college  presidents 
are  like  quests  for  the  Holy  Grail.  But 
what  is  the  point  of  having  college 
administrators  who  know  what  they 
are  doing,  and  who  have  their  heads 
screwed  on  straight,  if  they  are  not 
going  to  be  allowed  to  do  anything 
that  riles  up  the  faculty? 

With  so  much  of  academia  so  much 
out  of  control,  both  educationally 
and  financially,  the  notion  that  this 


can  be  turned  around  by  bringing  in 
good  administrators  is  as  Utopian  as 
the  perennial  belief  that  successful 
businessmen  can  be  brought  to  Wash- 
ington to  run  the  bureaucracies  effi- 
ciently. Government  agencies  tend  to 
be  inefficient  because  their  incentives 
point  in  that  direction.  The  problems 
of  colleges  and  universities  are  like- 
wise due  to  their  institutional  incen- 
tives and  power  relationships. 

Whether  the  problem  is  neglect  of 
teaching,  reckless  spending,  or  ideo- 
logical indoctrination  and  the  intoler- 
ance known  as  "political  correct- 
ness," the  common  thread  is  that 
everything  is  sacrificed  for  the  sake  of 
faculty  desires,  convenience,  perks, 
and  vanity. 

Any  attempt  to  change  that  runs 
into  the  unyielding  fact  that  profes- 
sors have  both  institutional  deci- 
sion-making power  and  tenure.  No 
other  institutions — religious  or  sec- 
ular, economic  or  social,  despotic 
or  democratic — have  so  many  peo- 
ple able  to  make  decisions  without 
being  held  accountable  for  the 
consequences. 

With  all  the  efforts  of  academic 
trustees  and  search  committees  to 
find  well-qualified  college  presidents, 
the  more  qualified  they  are,  the  bigger 
waste  it  can  be.  Stanford  may  be 
better  off  with  Gerhard  Casper  as 
president  than  when  Donald  Kenne- 
dy held  that  office.  But,  if  so,  it  will 
probably  be  because  Casper  is  more 
likely  to  resist  the  nonsense  rather 
than  lead  the  charge  for  it. 

This  is  not  an  era  when  a  Robert 
Hutchins  or  a  Nicholas  Murray  Butler 
could  take  control  of  an  institution 
and  shape  it  to  his  own  vision — at  least 
not  at  a  top-tier  institution.  Does  this 


mean  that  the  most  we  can  expect 
from  a  first-rate  college  or  university 
president  is  a  good  rear-guard  action, 
appeasing  the  faculty,  mollifying  the 
donors,  soothing  the  students  and 
explaining  to  the  trustees — all  the 
while  retreating  slowly  and  obliquely 
before  the  advancing  barbarians,  as 
they  destroy  standards  of  education 
and  common  decency  alike? 

Anyone  who  wants  to  turn  this 
around  will  have  to  change  the  power 
relationships  in  academia.  Someone 
will  have  to  be  accountable — and 
whoever  is  accountable  will  have  to 
have  the  power  to  enforce  decisions 
over  the  objections  of  faculty  prima 
donnas.  The  present  system  not  only 
hamstrings  good  presidents  and  pro- 
vosts, it  allows  bad  ones  to  escape 
responsibility  by  blaming  the  faculty. 

The  ultimate  legal  power  in  acade- 
mia rests  with  the  trustees  of  private 
institutions  and  with  legislators  in 
public  colleges  and  universities. 
However,  as  long  as  they  all  run 
scared  whenever  such  magic  words  as 
"faculty  self-governance"  or  "aca- 
demic freedom"  are  used,  they  will 
abdicate  that  power  and  forfeit  their 
responsibility. 

The  time  is  long  overdue  for  some- 
one to  say  to  the  faculty:  "You  turkeys 
have  had  a  free  ride  for  too  long.  You 
are  hired  to  teach.  Do  it!  We  are  not 
going  to  keep  on  using  hundreds  of 
teaching  assistants  to  teach  classes 
that  you  do  not  deign  to  teach.  We  are 
not  going  to  hire  twice  as  many  pro- 
fessors as  we  need  because  you  only 
teach  half  as  many  courses  as  profes- 
sors did  before  'research1  became  the 
be-all  and  end-all.  Incidentally,  we 
have  read  some  of  that  research  and  a 
lot  of  it  is  drivel." 

No  college  president  can  say  that 
today,  without  the  solid  backing  of 
trustees  with  the  guts  to  ride  out  the 
storm.  Various  college  presidents 
who  have  tried  to  introduce  some 
fundamental  reforms  either  have  paid 
with  their  jobs  or  have  had  to  turn  tail 
and  retreat  in  the  face  of  faculty  re- 
volts. By  the  time  most  people  get  on 
a  board  of  trustees,  they  are  usually 
well  off  enough  economically  that 
they  have  no  excuse  for  being  gutless. 

If  the  trustees  are  not  willing 
to  risk  even  the  passing  discomfort 
of  being  unpopular,  what  good 
are  they?  Mi 
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When  the  winds  reach  a  speed  of  one 
hundred  miles  per  hour,  the  tops  of  the 


towers  may  sway  twelve  and  a  half  inches. 


§trength  does  not  imply  rigidity. 
In  truth,  it  must  be  defined  as  exactly 


the  opposite.    Strength  must  mean 


integrating  the  means  for  flexibility. 


The  ability  to  meet  your  changing  goals. 


Bank  of  America 


The  Golden  Gate  Bridge 
photographed  by 
John  Sexton 


Russian  capitalism  is  in  a  no-holds-barred,  dog-eat-dog  t  w 

phase,  where  bodyguards  are  more  important  than 
lawyers.  But  it  is  also  a  place  where  good  equities  sell 
for  one  times  earnings  and  where  300%  annual  returns 
aren't  exceptional. 

Russia— 
the  ultimate 
emerging  market 

By  Paul  Klebnikov 


The  Cosmos  Hotel  in  Moscow  is  a  giant.  Built  for  the 
1980  Summer  Olympics,  it  has  1,777  rooms  and  is  the 
largest  hotel  for  foreign  tourists  in  Moscow.  Even  with  its 
greasy  food  and  vulgar  decor,  the  Cosmos  reaps  revenues 
of  about  $100  million  a  year — in  hard  currency — and  nets 
about  $10  million  a  year. 

In  the  U.S.  or  Western  Europe  a  property  like  this  might 
go  for  $100  million  on  the  cash  flow  alone.  But  last  May 
Mikhail  Kharshan  bought  a  quarter  interest  in  the  Cosmos 
for  $2.5  million  on  behalf  of  his  First  Voucher  Investment 
Fund,  a  local  mutual  fund.  First  Voucher's  share  of  the 
profits  will  return  him  100%  a  year  on  his  investment. 

Welcome  to  emerging  capitalist  Russia,  where  the  right 
connections  and  a  strong  dose  of  guile  can  make  you  rich. 
Here's  how  Kharshan  did  the  deal: 

As  an  insider  he  knew  the  hotel,  owned  by  the  Russian 
government  and  the  city  of  Moscow,  was  up  for  privatiza- 
tion. Because  of  the  foreign  currency  it  handles,  it  was 
likely  to  attract  a  lot  of  business.  Kharshan's  first  step  was 
to  scare  away  rival  bidders.  He  bribed  journalists  from  two 
influential  business  papers  to  publish  negative  financial 
information  about  the  hotel. 

He  also  spoke  on  TV  about  the  poor  state  of  the  Russian 
hotel  industry.  He  bribed  government  officials  to  limit  the 
privatization  auction  to  two  locations  in  Moscow  instead 
of  many  locations  around  the  country.  And  just  in  case, 
Kharshan  bribed  the  managers  of  two  other  investment 
funds  not  to  participate  in  the  auction. 

Result:  Kharshan  was  the  only  serious  bidder  who 
showed  up.  He  took  25%,  while  the  city  of  Moscow 
retained  a  20%  share.  A  further  40%  is  due  to  be  sold  for 
cash  at  an  initial  public  offering  later  this  year,  but  you  can 
be  certain  it  won't  be  offered  at  the  prices  Kharshan  got. 


Mutual  fund 
manager 
Mikhail  Kharshan 
in  front  of 
the  Cosmos  Hotel 
"We  didn't 
shoot  anyone 
and  we  didn't 
violate  any  laws." 

What's  happening  in  Russia  has  never  happened  before. 
Russia  has  turned  the  normal  market  development  se- 
quence on  its  head.  Instead  of  evolving  gradually  along 
with  the  economy,  Russia's  markets  have  been  created 
overnight,  transforming  a  giant  economy  from  a  primitive 
form  of  statism  into  one  with  sophisticated  property  and 
securities  markets.  In  the  process,  tremendous  bargains 
are  available.  But  the  risks  match. 

U.S.  investment  firms  like  cs  First  Boston,  PaineWeb- 
ber,  Morgan  Stanley,  Salomon  Brothers  and  Goldman, 
Sachs  have  been  in  the  Russian  market  for  several  years, 
mostly  doing  corporate  finance  work  or  trading  Russia's 
external  debt.  But  even  they  have  hesitated  to  jump  into 
the  equities  and  property  markets,  dominated  as  those 
currently  are  by  people  who  understand  the  convolutions 
and  know  how  to  live  with  corruption  and  even  violence. 

Russia's  current  privatization  program  involves  over 
half  the  country's  industry.  Last  year  the  government  gave 
vouchers  to  144  million  Russian  citizens.  With  a  face  value 
of  10,000  rubles,  the  vouchers  can  be  tendered  for  shares 
of  a  company  at  one  of  the  privatization  auctions  or  sold  on 
a  secondary  market.  So  far,  some  8,000  large  and  midsize 


88 


Forbes  ■  February  14,  1994 


companies  have  been  privatized. 

The  initial  public  offerings  are  usually  done  in  stages. 
Usually  only  29%  of  a  company  is  sold  at  the  voucher 
auction,  w  ith  management  and  labor  keeping  51%.  Since 
few  Russians  have  even  a  rudimentary  understanding  of 
investing  and  private  ownership,  most  prefer  to  swap  their 
vouchers  for  shares  in  funds  like  Kharshan's,  which  then 
invest  them  in  companies  such  as  the  Cosmos  Hotel. 

The  investment  funds  are  similar  to  open-ended  mutual 
funds,  mostly  selling  shares  through  brokers  who  have 
sprung  up  around  the  country.  Kharshan's  First  Voucher, 
the  largest,  is  an  exception.  It  sells  through  post  offices.  By 
paying  the  Ministry  of  Posts  &  Communications  $1 
million  a  month,  bribing  a  few  officials  and  using  some  old 
KGB  connections,  Kharshan  has  obtained  a  huge  retail 
network  for  his  fund. 

The  fund  managers  are  well  taken  care  of:  The  typical 
management  fee  is  10%  a  year.  Kharshan  drives  a  Saab 
9000  CD  and  vacations  in  his  villa  on  the  Black  Sea  coast. 
"I  am  a  member  of  the  Russian  version  of  The  Forbes 
Four  Hundred,'"  he  boasts. 

There  are  some  600  investment  funds  in  Russia  today. 


Many,  like  Moscow-based  M MM -Invest,  were  started  by 
entrepreneurs  who  cut  their  teeth  on  the  lucrative  com- 
modities trade  several  years  ago  (FORBES,  June  8,  1992). 

Moscow-based  Alfa  Capital  started  in  December  1992 
as  a  subsidiary  of  a  large  private  trading  company.  Today 
Alfa  boasts  a  portfolio  of  2.5  million  vouchers,  with  a 
current  market  value  of  60  billion  rubles,  about  $40 
million  at  current  exchange  rates.  Alfa  has  invested  in  46 
companies,  focusing  especially  on  the  food  processing  and 
construction  materials  industries.  Says  Mikhail  Alexan- 
drov,  Alia  Capital's  27-year-old  investment  strategist: 
"There  are  some  deals  where  you  can't  believe  the  compa- 
ny is  in  Russia — the  machinery  is  all  so  new  and  clean  and 
the  assets  are  so  good." 

Alexandrov,  a  graduate  of  the  Moscow  Financial  Insti- 
tute who  did  a  two-year  stint  with  KPMG  Peat  Marwick  and 
one  with  CS  First  Boston,  likes  to  tell  the  story  of  how  Alfa 
Capital  beat  rjr  Nabisco  to  control  the  Pskov  Cracker  Co. 
Pskov  makes  something  similar  to  a  Ritz  cracker  and  sells 
56  million  packs  a  year.  Alfa  Capital  bought  a  14%  stake  in 
the  voucher  auction  in  April.  But  rjr  Nabisco  had  its  eye 
on  the  company  and  bought  a  10%  stake  in  the  tall. 
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B  iLssian  investment 


(  ontrol  siill  rested  with  Pskov's  management  and  the 
workers,  who  retained  51%  of  the  company.  Alfa  Capital 
gOI  there  first,  bought  out  the  management  and  workers 
and  now  has  65%  of  the  company.  Alfa's  total  cost:  under 
$4  million. 

Mikhail  Kharshan's  First  Voucher  Investment  Fund  is 
on  its  way  to  becoming  the  Fidelity  of  Russia.  It  manages 
4.5  million  vouchers,  mostly  invested  in  some  XO  compa- 
nies; Firsl  Voucher  likes  hotels.  It  is  also  heavy  in  fertilizers, 
met. ils  .iiid  jewelry  processing.  Kharshan,  39,  who  made  a 
Ion ime  in  l he  late  19X0s  running  an  adventure  travel 
agen<  v  l<  >i  l«  treigners,  started  the  fund  in  September  1992. 
With  investments  like  the  (  osmos  I  lotel,  the  value  ofFirst 
Voucher's  shares  has  risen  significantly. 

"The  profitability  of  our  market  is  enormous  a  lot  of 
these  companies  are  monopolies,"  says  Kharshan. 

One  of  his  favorite  deals  was  the  Solikamsk  Paper  Co.,  in 
the  northern  region  of  Perm.  With  a  capacity  of 460,000 
metric  tons,  Solikamsk  is  virtually  the  only  producer  of 
newsprint  in  Russia.  To  get  in  on  this  business,  which  in 
America  would  have  $200  million  in  annual  sales,  Khar 
shan  again  resorted  to  a  variety  of  tricks.  Together  with  the 
company's  manager,  he  "convinced"  the  local  privatiza 
tion  committee  to  hold  the  voucher  auction  only  on  the 
grounds  of  the  plant  itself.  The  paper  company  is  situated 
in  an  area  dominated  by  defense  plants  and  is  "closed"  to 
all  outsiders. 

Kharshan  arranged  for  a  high  government  official  in 
Moscow  to  place  a  call  to  the  former  Communist  Party 
boss  who  still  runs  the  local  administration.  Kharshan's 
people  were  let  through  the  security  guards,  but  no  one- 
else  was.  Kharshan  was  able  to  buy  10%  of  the  company 
and  has  a  seat  on  the  board. 

"We  didn't  shoot  anyone  ami  we  didn't  violate  any 
laws,"  says  Kharshan,  grinning.  "  These  are  the  normal 
business  practices  in  Russia." 

Alia  ( Capital's  Mikhail  Alexandrov  cautions  that  Western 
investors  would  never  be  able  to  get  assets  at  such  a  cheap 
price.  "When  an  American  investor  comes  to  Moscow, 
everybody  will  try  to  cheat  him,"  says  Alexandrov. 

The  investor  would  need  the  help  of  a  Russian  stockbro- 
ker to  purchase  shares.  Rut  once  he  knew  that  a  foreign 
buyer  was  interested  in  a  particular  company's  shares,  the 
Russian  broker  would  probably  buy  the  shares  himself  and 
then  resell  them  at  three  times  the  [nice.  In  Russia,  front 
running  is  not  illegal,  and  w  hen  it  comes  to  foreigners  it's 
that  much  easier. 

"No  one  would  try  to  cheat  us,"  says  Alexandrov.  "We 
would  catch  them  and  bash  their  face.  We  could  always 
hire  some  b  an  to  shake  the  money  out  of  them." 

Even  without  such  hazards,  the  country  is  a  mine  field 
w  here  most  of  the  <S,()00  newly  privatized  companies  are 
junk  and  only  a  handful  are  jewels. 

"  l  he  audited  balance  sheets  are  nonsense  only  5%  of 
the  privatized  companies  are  really  profitable,"  says  Mi- 
khail Kharshan.  The  privatization  ministry,  c;ki,  and  the 
Russian  f  ederal  Property  Fund  have  more  detailed  infor- 
mation on  companies'  balance  sheets  and  properties,  but 
they  are  prohibited  from  releasing  it  .  Kharshan  boasts  that 
he  managed  to  get  the  data  anyway — smuggled  out  on  60 
•  >mputer  disks  from  government  offices. 


Russia  already  has  60  stock  exchanges.  The  St.  Peters 
burg  Securities  Exchange  is  one  of  the  better  ones.  It  lists 
16  securities  11  banks  and  5  industrials  (including  2 
construction  companies,  2  machine  tools  companies  and 
an  Astrakhan  shipping  company) — and  audits  their  finan- 
cial statements. 

fhe  Vladivostok  International  Stock  Exchange,  on  the 
Sea  of  Japan,  lists  about  30  equities,  many  of  them 
attractive  shipping  companies,  fhe  exchange  got  an  early 
boost  when  it  was  used  as  the  primary  auction  site  for  the 
privatization  of  local  companies,  but  since  then  the  man 
agers  of  213  local  enterprises  have  formed  the  Tar  Hast 
Pact,  a  network  of  cross  ownership  and  cooperation,  and 
the  secondary  market  has  stagnated  in  Vladivostok. 

Russia  does  have  a  large  secondary  market  for  equities — 
estimated  volume,  about  $500  million  a  month.  The 
market  is  not  for  raising  capital  but  for  acquiring  control. 
Once  an  investor  or  group  of  managers  has  bought  a 
controlling  stake  in  a  company,  the  issue  usually  dies.  So 
far,  only  about  a  dozen  issues,  mostly  large  commercial 
banks,  have  anything  approaching  Western  style  liquidity. 

The  most  liquid  secondary  market  in  Russia  today  is  for 
privatization  vouchers.  FORBES  recently  accompanied  Ser 
gei  Andreev,  a  trader  for  a  Russian  stockbroker  called 
Cirant  Financial  Group,  to  the  Russian  Commodities  & 
Raw  Materials  Exchange  in  Moscow.  Andreev's  mission: 
to  purchase  10,000  vouchers  fores  First  Boston. 

The  exchange,  which  trades  commodities  in  the  morn 
ingand  vouchers  in  the  afternoon,  resembles  a  bus  station; 
there  is  even  an  ice  cream  stand  in  the  corner.  Crowds  of 
shabbily  dressed  people  mill  about  with  suitcases  and  bags. 
These  are  mostly  traders,  who  have  come  from  distant 
cities  with  suitcases  of  vouchers;  they  are  waiting  to  strike  a 
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deal,  count  the  money  and  leave  with  suitcases  <  >fcash.  It's 
a  dog  eal  dog  situation. 

Andreev  eyes  the  transaction  prices  on  the  board;  he  will 
use  the  board  price  as  a  benchmark  and  then  buy  off  one  of 
the  traders  somewhere  in  the  corner.  Today's  voucher 
price  is  hovering  just  above  20, 000  rubles. 

"Too  high,"  Andreev  says.  ''Most  of  these  prov  incials 
have  to  sell.  They  didn't  surrender  yesterday  and  they're 
not  surrendering  today,  but  they'll  have  to  give  in  before 
they  leave  at  the  end  of  the  week." 

Even  the  voucher  market  is  so  thin  that  it  is  easily 
manipulated.  First  Voucher's  Mikhail  Kharshan  explains 
how  this  is  done.  I  ,ast  fall  the  managers  of  the  giant  natural 
gas  company,  Gazprom,  asked  First  Voucher  to  buy  them 
530,000  vouchers  so  they  could  tender  them  in  the 
auction.  The  price  w  as  going  to  be  set  by  the  closing  price 
on  a  particular  day  in  mid-October  on  the  Central  Russian 
Universal  Exchange.  Kharshan  already  had  the  vouchers, 
but  on  the  key  day  he  decided  to  run  up  the  price  on  the 
exchange.  On  a  volume  of  just  15,000  vouchers,  the  price 
started  at  23,500  rubles  and  rose  to  54,000. 

The  next  day  the  price  fell  back  down,  but  Kharshan 
charged  Gazprom  the  higher  quote.  I  lis  profit:  at  least 
130%.  Why  didn't  other  traders  rush  in  with  suitcases  of 
vouchers  to  sell  at  the  higher  price?  At  the  key  moment 
they  found  that  the  telephone  lines  had  been  cut .  And  how 
did  the  Gazprom  folks  feel  about  the  whole  operation' 
S.ivs  Kharshan:  "  They're  bureaucrats,  and  what's  more, 
they're  provincial  fellows.  They're  not  very  quick." 

CS  f  irst  Boston,  almost  alone  among  U.S.  investment 
firms,  has  waded  into  this  tricky  equity  market.  Boris 
Jordan,  director  of  CS  First  Boston's  Russian  effort,  says 
that  once  he  identifies  a  company  that  could  be  interest 


Afternoon  trading 
at  the  Russian 
Commodities 
&  Raw  Materials 
Exchange 
Traders  arrive 
with  suitcases 
of  privatization 
vouchers  and  leave 
with  suitcases 
of  cash. 


ing,  he  sends  a  two  man  team  (one  Westerner  and  one 
Russian)  to  talk  to  the  management. 

The  financial  statements  don't  say  much — Russian 
companies  usually  don't  have  the  accountants  to  keep 
detailed  books — but  the  CS  first  Boston  people  try  to 
figure  out  whether  the  company  is  cash  flow  positive.  They 
talk  not  only  to  the  company's  managers  but  also  to  its 
bankers  about  its  debts,  to  suppliers  about  its  costs  and 
promptness  in  paving  bills,  and  to  distributors  about  sales 
volume  and  prices.  Most  important  of  all,  will  the  manag 
ers  be  friendly  to  Western  investors? 

Is  the  game  worth  the  effort  and  the  risk?  I  leek,  yes,  says 
Jordan:  The  shares  of  many  of  the  companies  can  be 
bought  at  about  one  limes  earnings.  "At  that  price,  it 
hardly  matters  that  they  don't  have  reliable  financial 
statements.  All  that  matters  is  that  the  company  is  cash 
How  positive,  has  reasonably  good  management  anil  is  in 
an  industry  that  is  important  to  the  country." 

Jordan  established  the  (  s  First  Boston  Russian  equities 
department  last  September  to  service  clients  w  ho  want  to 
invest  a  minimum  of  $1  million  in  Russian  equities.  In 
three  months  he  has  closet!  on  live  deals:  a  $2  million 
equity  deal  on  the  Vladivostok  Stock  Exchange,  a  similar 
purchase  on  the  St.  Petersburg  exchange,  $7  million 
worth  of  privatization  vouchers  sold  to  a  European  inves- 
tor, a  $  1  6  million  stake  in  a  brewery  company  sold  to  two 
Western  investment  funds  and  a  $40  million  equity  stake- 
in  the  Russian  subsidiary'  of  US  West  Corp.  sold  to 
American  and  European  investors. 

I  [ere  is  how  a  typical  CS  f  irst  Boston  ileal  would  work. 
When  a  client  asks  to  buy  a  particular  equity,  Jordan 
contacts  a  Russian  broker  to  help  assemble  the  block  of 
shares  lor  him.  Most  of  the  brokerages  are  shoestring 
operations,  prevented  by  law  from  selling  on  margin  and 
dependent  on  bank  loans  to  take  shares  on  book.  A  lot  of 
the  brokers  are  sharp  dealers. 

"People  here  don't  want  to  do  business  unless  a  300% 
profit  is  involved,"  complains  Jordan.  "And  you  have  to 
watch  out  that  they  don't  take  your  money  and  run." 

Among  the  best  oft  he  bad  lot,  says  Jordan,  is  Grant,  a  $2 
million  (capital)  brokerage  firm  based  in  Moscow  .  Grant 
deals  only  with  orders  of  $8,000  and  up;  it  charges  a 
commission  ranging  from  1 .5%  to  5%.  Alternatively,  Grant 
takes  the  spread  between  the  bid  and  asked,  which  i!  s.ivs 
rarely  goes  above  30%.  (Russian  investors  say  that  broker 
ages  usually  lake  spreads  of  100%  and  up.) 

Ionian  is  paying  through  the  nose  but  needs  the  Russian 
brokers;  only  they  know  where  the  bodies  are  buried. 
Explains  Grant's  general  director,  Andrei  Orekhov:  "I  Lalf 
the  quotes  you  see  in  the  Vinancial  7 imcs  supplement  of 
Izvcstin  are  total  nonsense.  You  have  to  figure  out  the  price 
intuitively." 

In  rounding  up  a  block  ol  shares  lor  <  \  first  Boston, 
Grant  buys  most  of  it  off  the  exchange — from  other 
brokers,  investment  funds,  managers  and  company  em 
ployees.  When  dealing  with  other  brokers  or  investment 
funds,  C  it  ant  tries  to  ileal  only  with  outfits  it  knows  most 
Russian  equities  are  trailed  within  a  small  circle  ol  larger 
firms.  It  takes  about  two  weeks  lor  Grant  to  accumulate  a 
10%  stake  in  a  given  company.  Then  it  sells  the  stake  tors 
f  irst  Boston,  at  a  predetermined  [n  ice. 
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Boris  Jordan,  Russia  specialist  for  CS  First  Boston 
Placed  $40  million  equity  for  U  S  West's  subsidiary 


t  s  First  Boston  then  sells 
the  shares  to  its  client  and  acts 
as  custodian.  If  the  client 
wanted  to  sell  the  shares  at  a 
profit  later  on,  cs  First  Boston 
would  either  buy  them  itself  or 
find  a  buyer,  talcing  care  of  the 
re-registration  and  the  cash 
transfer.  The  seller  would  have 
to  pay  a  Russian  capital  gains 
tax  of  32%. 

The  seller  could  then  con- 
vert the  rubles  into  dollars  at 
one  of  the  larger  banks,  paying 
a  3%  commission.  Getting  the 
dollars  out  of  Russia  can  some- 
times be  a  problem,  though 
most  big  Russian  banks  now 
have  a  license  to  transfer  for- 
eign currency  abroad.  For 
U.S.  citizens  taking  dollars  out 
of  Russia,  there  is  no  with- 
holding tax. 

But  even  when  foreigners 
own  shares  in  a  Russian  com- 
pany, they  won't  automatical-  HBHB 
ly  have  the  same  rights  share- 
holders have  in  the  U.S.  Most  Russian  managers  feel  that 
the  newly  created  outside  shareholders  are  not  putting 
anything  into  the  company  and  are  just  invading  their 
domain.  From  this  point  of  view,  privatization  looks  like  a 
hostile  takeover.  Some  companies  won't  even  disclose 
their  corporate  charter,  let  alone  open  their  shareholder 
register.  Says  Claudia  Morgenstern,  a  senior  investment 
officer  at  the  International  Finance  Corp.  who  has  been 
working  on  Russian  privatization:  "Like  everything  else  in 
Russia,  it's  not  what  the  law  says,  it's  people's  attitude  and 
how  they  choose  to  act." 

These  problems  appeared  in  the  very  first  privatization: 
Bolshevik  Biscuit  Co.  in  December  1992.  Alfa  Capital 
bought  a  25%  stake  in  the  company,  but  management  did 
not  permit  Alfa  to  vote  in  the  annual  meeting.  Boris 
Jordan,  who  was  acting  as  consultant  to  the  government  in 
the  Bolshevik  Biscuit  privatization,  tells  what  happened: 

Alfa  first  took  Bolshevik  Biscuit  to  court,  but  the  judge 
said  he  could  do  nothing,  since  he  had  never  dealt  with  a 
similar  situation.  Then  Alfa  began  a  campaign  in  the  press 
exposing  the  corruption  of  Bolshevik  Biscuit's  manager.  It 
even  persuaded  the  privatization  ministry  to  threaten  the 
manager  with  dismissal  because  he  was  breaking  the  law. 
Nothing  worked. 

Only  after  Alfa  Capital  and  the  privatization  ministry 
brought  out  a  carrot — the  promise  of  foreign  money  to 
modernize  the  factory — did  the  manager  relent  and  allow 
Alfa  Capital  in  the  door. 

Usually  managers  try  to  preempt  such  a  confrontation 
with  outside  shareholders  by  buying  the  shares  them- 
selves. Using  money  from  their  business  that  they  have 
squirreled  away — legally  and  illegally — managers  either 
buy  vouchers  to  tender  in  the  primary  auction  (like  the 
Gazprom  managers)  >  ■  try  to  buy  shares  on  the  aftermar- 


ket.  Russian  brokers  say  that 
virtually  all  company  manag- 
ers try  this  maneuver,  though 
only  about  a  third  succeed. 
Either  way,  it's  a  great  oppor- 
tunity for  speculators,  since 
shares  often  rise  to  many  times 
the  auction  price  as  the  man 
agers  make  their  play. 

Company  managers  are  not 
the  only  racket  in  town.  In- 
vestment fund  managers  rou- 
tinely commit  gross  violations 
of  their  fiduciary  responsibil- 
ity. When  an  investment  fund 
makes  a  superb  investment  like 
the  Cosmos  Hotel,  sharehold- 
ers in  the  fund  are  lucky  if  they 
get  the  full  capital  appreciation 
of  such  an  investment. 

A  typical  scenario:  An  in- 
vestment fund  is  approached 
by  a  buyer  to  sell  a  block  of 
shares  in  its  inventory  at  20 
times  the  purchase  price.  So 
the  fund  sells  the  shares  at  2 
times  the  price  to  a  company 
owned  by  some  "'friends,"  which  then  sells  to  the  ultimate 
buyer  at  10  times  the  price. 

"It  is  a  typical  paganka  [a  poisonous  mushroom] — 
investment  funds  do  this  kind  of  thing  all  the  time,"  says 
Grant's  general  director,  Andrei  Orekhov. 

Other  investment  funds  are  out-and-out  pyramid 
schemes.  Last  summer  one  fund',  called  Tekhnicheskii 
Progress,  promised  a  500%  annual  return  and  began 
paying  out.  It  attracted  some  300,000  small  investors  and 
then  disappeared.  Charles  Ponzi  was  born  too  soon  and  in 
the  wrong  country. 

Yet  another  dubious  fund  is  called  Global  Money 
Management.  Registered  in  Amsterdam  and  even  flaunt- 
ing a  logo  of  a  Dutch  sailing  ship,  GMM  takes  foreign 
currency  investments  from  Russians  ($1,000  minimum) 
and  invests  them  on  Western  stock  markets.  Prospective 
clients  are  brought  to  its  offices  in  the  luxurious  Mezhdu- 
narodnaia  Hotel;  with  all  the  glowing  computer  screens, 
faxes,  TVs  and  other  electronic  equipment,  the  office  looks 
like  the  bridge  of  the  starship  Enterprise.  The  return  that 
GMM  guarantees  its  clients  on  the  Western  stock  ex- 
changes: from  24%  to  35%  a  year. 

Apart  from  the  crooks,  there  are  always  the  gangsters. 
The  wave  of  bank  president  murders  is  continuing.  Two 
months  ago  the  president  of  Russia's  third-largest  bank, 
Rosselkhozbank,  was  assassinated.  Mikhail  Kharshan's 
First  Voucher  Investment 'Fund,  its  headquarters  nestled 
right  up  against  a  police  station,  pays  $100,000  a  year  for 
the  services  of  a  private  security  firm.  And  with  all  those 
traders  exchanging  vouchers  and  cash,  the  stock  ex- 
changes have  become  a  lucrative  target. 

Alexander  Fomenko  is  a  former  KGB  bodyguard  whose 
previous  occupation  was  to  protect  Soviet  "advisers" 
working  in  volatile  Third  Work!  countries.  Grant  needs  his 
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record  in  Europe.  That's  the  kind  of 
overseas  expertise  you'd  expect  from 
the  company  with  more  local  people, 
airplanes  and  trucks  than  anyone  else 
in  the  business.  As  you  can  see,  we 
even  have  our  own  shipping  lanes. 


WORLDWIDE  EXPRESS®' 

WE  LL    TAKE  IT  FROM  HERE 
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services.  Just  two  months  ago  executives  from  a  trading 
company  in  western  Siberia  came  to  the  exchange  with 
suitcases  of"  vouchers,  which  they  sold  for  $150,000  in 
foreign  currency — cash.  As  soon  as  they  left  the  exchange 
with  their  cash,  they  were  robbed  at  gunpoint. 

There  are  attempts  to  bring  order  to  the  anarchic 
Russian  financial  markets.  Some  of  the  more  respectable 
investment  funds  are  pushing  for  stricter  government 
regulation  of  financial  disclosure  and  advertising.  At  the 
moment,  government  regulation  of  financial  markets  is 
completely  inadequate.  The  courts  are  unprepared  to  deal 
with  commercial  disputes.  A  number  of  different  institu- 
tions help  regulate  the  securities  market— the  privatiza 
lion  ministry,  the  Ministry  of  finance,  the  ( lentral  Bank— 
bul  there  is  no  single  agency  to  enforce  the  laws. 

A  nascent  securities  and  exchange  commission  was 
created  by  President  Yeltsin  a  year  ago,  but  it  has  no 
administrative  or  enforcement  powers. 

Meanwhile,  the  boom  goes  on.  The  price  of  vouchers 
has  already  risen  from  4,000  rubles  a  year  ago  to  a  current 
24,000.  (In  dollar  terms  the  (nice  has  risen  from  $8  to 
$15.)  Some  investment  fund  managers  expect  the  vouch- 
ers io  rise  io  about  50,000  rubles  in  the  coming  months. 

Russia's  inflation  rate,  which  was  running  at  40%  a 
month  early  last  year,  was  brought  down  to  12%  in 
December.  That's  less  than  half  the  inflation  rate  of  Brazil. 
Russia's  gross  domestic  product  declined  1 8%  in  1992  and 
an  estimated  9%  in  1993.  Such  statistics  exaggerate  the 
problems  in  the  Russian  econo- 
my and  mask  the  bright  spots, 
first,  a  much  greater  share  of 
production  has  gone  under 
ground,  evading  not  only  the 
taxman  but  the  statistician  as 
well.  Second,  the  decline  has 
come  in  the  real  loser  industries, 
many  of  which  actually  sub- 
tracted value  from  the  old 
economy. 

Also  on  the  bright  side:  Rus- 
sia is  running  a  $20  billion  an- 
nual trade  surplus,  and  the  gov- 
ernment's l<  >reign  currency  cash 
reserve  is  $7  billion. 

Despite  Russia's  great  natural 
wealth  and  its  market  of  150 
million  people,  the  capitaliza- 
tion of  Russian  equity  markets 
(judged  by  the  market  price  of 
privatization  vouchers)  is  just 
over  $2  billion.  That's  about 
I  he  same  si/e  as  Poland's  market 
and  the  ( Izech  Republic's,  and  a 
fraction  of  Mexico's  $145  bil- 
lion and  Hong  Kong's  $306 
billion.  No  surprise  that  so 
many  Russian  companies  sell  for 
one  times  earnings,  or  one- 
tenth  of  sales. 

In  short,  the  undervaluation 
of  the  Russian  equity  market  is  a 


Andrei  Orekhov,  general  director,  Grant  Financial  Group 
Trading  within  a  small  circle 
of  large  institutions. 


financial  anomaly  that  cannot  last.  As  it  is  corrected,  great 
fortunes  will  be  made.  David  Roche,  global  strategist  for 
Morgan  Stanley,  has  just  opened  an  office  in  Moscow  for 
his  firm.  Says  he:  "Russia  is  an  enormous  opportunity." 

Preoccupied  with  simply  holding  the  country  together, 
the  Russian  government  has  not  moved  as  fast  as  it  might 
have  in  making  the  country  a  safer  place  for  investors.  Bui 
last  October  President  Yeltsin  issued  a  decree  forcing  all 
companies  with  over  1,000  shareholders  to  use  indepen- 
dent registrars.  And  three  stock  exchanges  have  recently 
been  chosen  to  serve  as  central  depositories,  performing 
clearing  and  settlement  operations  for  securities:  The  St. 
Petersburg  Currency  Exchange,  the  Ekaterinburg  Finan- 
cial Center  and  the  Cash  Union  in  Moscow. 

Cash  Union  serves  as  a  clearing  operation  for  interbank 
loans  and  as  the  sole  central  depository  for  privatization 
vouchers.  Now,  in  a  program  together  with  accounting 
firm  Deloitte  &  Touche,  it  is  working  out  an  equities 
clearing  and  settlements  operation  that  it  hopes  to  launch 
in  March. 

If  you  are  feeling  venturesome  and  want  to  play  the 
Russian  equities  market,  here  is  what  you  can  do. 

First,  you  can  purchase  equities  through  CS  First  Bos- 
ton, which  is  currently  the  only  Western  investment 
adviser  and  stockbroker  in  Russia.  (Other  big  firms,  like- 
Morgan  Stanley,  say  they  are  probably  going  to  set  up 
similar  operations  soon.) 

Second,  you  can  buy  a  block  of  shares  directly  through  a 
Russian  broker  like  Grant.  The 
least  risky  strategy:  a  diversified 
portfolio  of  relatively  liquid  is- 
sues such  as  bank  stocks  and 
shipping  companies. 

Third,  you  can  invest  in  the 
Russian  investment  funds.  Alfa 
Capital,  probably  the  closest 
thing  to  a  Western-style  mutual 
fund,  says  that  American  inves- 
tors have  already  asked  to  put 
$10  million  into  the  fund.  Alfa 
is  setting  up  a  special  fund  in 
Bermuda  to  channel  American 
investments. 

Finally,  you  can  invest  in  pri- 
vatization vouchers,  available 
through  any  broker  or  on  any 
securities  exchange.  But  watch 
out:  The  vouchers  will  have  to 
be  flipped  fast.  The  price  is 
probably  going  to  rise  in  the 
next  few  months,  but  the  cur- 
rent issue  of  vouchers  is  due  to 
.go  out  of  circulation  at  the  end 
of  June. 

Some  who  jump  in  will  be 
swindled.  Others  w  ill  make  out 
handsomely.  Broker  Sergei  An- 
dreev  quotes  an  old  proverb: 
"Russians  take  a  long  time  to 
saddle  up,  but  they  ride 
fast."  Mi 
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I  need  a  couple  of  raincoats 
cleaned  overnigfht " 


Tkere's  notking  lite  a  ckallenge  at  11  p.m.  to  test  our  Jogged  determination.  Say  tke  word  and  our 
valets  will  clean  and  dekver  your  clotking  ky  morning,  if  it's  wrinkled,  tkey'll  press  it  witk  equal  dispatck. 
O^e'll  polisk  your  skoes  witk  a  virtuoso's  touck,  and  if  need  ke,  provide  new  laces  — all  witk 

our  compliments.  And  our  room  service  ckefs  will  ensure  your  kreakfast  arrives  well  kefore  O-LAoUIN  o  £1U  1  h,Ll5 

your  6  a.m.  taxi  does.  In  tkis  value-conscious  era,  tke  demands  of  kusiness  demand  notking  less. 


Fouh  Seasons  •  Regent 

BOTH  S  IMi  RESORTS 


rour  Seasons  •  Rt  >geni.  Defining  ine  ari  of  service  ai  4@ 

hotels  in  li)  countries. 
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Anybody  can  sell  calendars 

and  time  planners,  but  Franklin  Quest 

sells  "time-management"  systems. 

We'll  make 
you  scary 


By  Amy  Feldman 

"Time,"  croons  Hyrum  Smith  to  the 
group  of  13  w  omen  and  2  men  gath- 
ered on  the  top  floor  of  Manhattan's 
Time-Life  Building,  "is  a  series  of 
events.'"  He  moves  his  hands  togeth- 
er, clenched  into  fists,  barely  touching 
one  to  the  other.  As  he  paces  the 
room,  his  voice  rises:  "The  key  to 
managing  time  is  controlling  events.''' 

That  pretentious  humbug  is  a  sam- 
ple of  the  spiel  Salt  Lake  City-based 
Franklin  Quest  Co.  uses  to  sell  calen- 
dars at  fancy  prices.  Of  course,  to 
Franklin  these  aren't  mere  calendars. 
Franklin  considers  them  "time-man- 
agement" systems,  and  they  come 
complete  with  inspirational  seminars. 

Among  the  believers  in  Franklin's 
calendars  are  Dow  Chemical,  General 
Motors  and  Merrill  Lynch.  Last  year 
Franklin  took  in  $35  million  from 
seminars  at  $195  a  head. 

At  the  seminars  executives  are 
taught  to  spend  ten  minutes  each 
morning  listing  the  day's  expected 
activities  and  ranking  them  on  priori- 
ty, from  Al  through,  say,  CIO.  On  a 
Franklin-supplied  calendar,  of  course. 
Mark  them  off:  checks  (completed), 
arrows  (postponed),  dots  ( in  process) 
and  so  on. 

Franklin's  calendars  are  dubbed 
Day  Planners,  a  standard  version  of 
which  is  included  in  the  seminar  fee.  A 
leather  binder  will  set  you  back  $100 
or  more,  and  there  are  accessories  like 
values  and  goals  pages,  exercise  logs 
and  calculators. 

The  Franklin  time-management 
system  has  plenty  of  boosters.  Robert 
Gardiner,  an  analyst  at  Salt  Lake's 
Wasatch  Advisors,  says  he  was  skepti- 
cal about  the  calendars  until  his  firm 
sent  him  to  one  of  Franklin  Quest's 


Hyrum  Smith  and  his  Franklin  planner 
The  carnival  barker  thrives. 


5,400  annual  seminars.  He  came  away 
a  convert.  "Now  my  wife  and  I  both 
use  it,"  he  says.  "We're  loyal." 

Gardiner  is  also  a  loyalist  on  the 
stock.  Merrill  Lynch,  Dain  Bosvvorth 
and  William  Blair  are,  too.  Franklin 
Quest  is  a  public  company.  In  fiscal 
1993  (ended  Aug.  31)  it  racked  up 
profits  of  $23  million,  $1.10  a  share, 
on  sales  of  $165  million.  Farnings, 
the  analysts  say,  could  jump  27%  in 
fiscal  1994.  At  a  recent  347/s,  the  stock 
market  values  ten-year-old  Franklin 
Quest  at  an  astonishing  $71 1  million. 

The  evangelism  that  Franklin 
Quest  displays  must  be  in  Hyrum 
Smith's  genes.  He  is  a  great-great- 
grandnephew  of  Joseph  Smith, 
founder  of  the  Church  of  Jesus  Christ 
of  Latter-day  Saints. 


Franklin  Quest's  origins  date  back 
to  1982,  when  Smith,  a  onetime  Mor 
mon  missionary  and  former  salesman 
for  Automatic  Data  Processing,  be- 
came a  trainer  for  another  Salt  Lake- 
City  time  management  company, 
Charles  R.  Hobbs.  The  next  year. 
Smith  and  two  colleagues  at  Hobbs 
went  out  on  their  own.  Their  work- 
books were  so  similar  to  the  ones 
Hobbs  used,  they  included  many  of 
the  same  typos. 

First  major  client:  Merrill  Lynch  in 
southern  California,  a  former  Hobbs 
client.  After  that,  Franklin  Quest  was 
off  and  running. 

Smith  and  his  cohorts  were  great 
salesmen  but  lousy  business  people. 
Franklin's  records  were  a  mess.  Enter 
Aden  Crouch,  a  regional  vice  presi 
dent  at  Merrill  Lynch.  Crouch  had 
been  Franklin  Quest's  first  customer. 
In  July  1989  he  took  over  as  the  fin  n's 
chief  operating  officer.  Crouch 
whipped  Franklin  into  shape,  upgrad- 
ing its  accounting  systems  and  vastly 
extending  the  line  of  products  the 
company  offered. 

To  keep  customers  coming  back,  or 
"renewing,"  Franklin  sends  former 
attendees  thick  catalogs  complete 
with  inspirational  messages.  The  com 
party  is  also  opening  retail  stores  in 
Franklin  hotbeds,  like  Southern  Cali- 
fornia. Similar  calendars  from  Day 
Runner,  Day-Timers,  Rolodex  and  Fi- 
lofax  sell  for  as  much  as  one-third  less, 
but  they  don't  have  the  same  hype. 

In  1992  Merrill  Lynch  and' Smith 
Barney  took  Franklin  Quest  public, 
raising  $78  million.  Since  then  Smith 
and  his  fellow  insiders  have  been  cash- 
ing out  while  retaining  control  of  the 
business.  Of  the  first  offering,  $22 
million  went  to  insiders.  Since  then 
there  have  been  two  secondary  offer- 
ings, of  $163  million  worth  of  shares, 
the  proceeds  of  w  hich  all  went  to 
insiders,  and  to  the  Mormon  church, 
Brigham  Young  University  and  other 
nonprofit  organizations.  Smith  still 
ow  ns  9.5%  of  the  company,  with  a 
paper. value  of  $68  million. 

At  a  recent  seminar,  Smith's  eye 
brow  s  boli  up  and  dow  n  as  he  paces 
the  room.  "I'm  going  to  make  you 
dangerous  with  a  Franklin  Planner," 
he  tells  participants.  "You'll  sleep  bet- 
ter. You'll  lose  friends.  You'll  be 
downright  scary."  Hie  carnival  barker 
still  thrives. 
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Our  training  for  flight 
attendants  is  extremely 
rigorous.  Maybe  that's  why 
our  flights  are  so  relaxing 


Simply  to  qualify  for  the  Korean  Air  train- 
ing program  is  an  accomplishment.  Of  every 
thousand  who  apply,  only  a  few  possess  just  the 
right  blend  of  grace  and  poise. 

Then,  nine  hours  a  day,  six  days  a  week  for  a 
month  or  even  more,  their  natural  abilities  are 
refined.  They  study  world-class  service.  And  hos- 
pitality. And  a  number  of  different  languages. 

By  the  time  our  flight  attendants  graduate, 
they're  skilled  in  all  the  arts  of  comfort.  Which 
leaves  our  passengers  nothing  to  do  but  relax. 


KOREAN  AIR 

Fly  the  spirit  of  dedication." 


Is  extortion  legal  if  done  in  the  name  of  the  "public 
interest"?  The  Supreme  Court  will  soon  decide  in  the 
case  of  Dolan  versus  Tigard. 


Legalized 
extortion 


By  Leslie  Spencer 

Bordering  a  muddy  creek  in  the 
Portland,  Ore.  suburb  of  Tigard  is  a 
small,  bramble-covered  lot  that  is 
home  to  A- Boy  Plumbing  &  Electric. 
It  is  not  a  particularly  impressive  look- 
ing piece  of  property,  but  next  month 
it  will  be  the  focal  point  of  a  U.S. 
Supreme  Court  case  that  has  far- 
reaching  implications  for  curbing 
abuse  of  government  permit  power. 

In  1989  John  Dolan,  the  plumbing 
company's  founder,  applied  for  a  per- 
mit to  raze  his  existing  store  and  build 
a  bigger  one  with  an  expanded  park- 
ing lot.  The  town  refused  to  grant  the 
permit  unless  Dolan  dedicated  a  strip 
of  his  property  along  the  creek  for  a 
recreational  "greenway"  and  a  pedes- 
trian and  bicycle  path. 

Dolan  put  his  foot  down.  How 
could  the  town  demand  a  piece  of  his 
land  in  return  for  giving  him  a  permit 
to  use  his  land  in  a  way  that  was 
perfectly  consistent  with  the  town's 
zoning  regulations?  Normally,  when 
the  state  wants  to  acquire  property  for 
a  public  purpose,  it  has  to  take  it 
through  eminent  domain — paying 
the  owner  the  full  market  value  of  the 
property  taken. 

The  town  of  Tigard  offered  Dolan 
no  compensation.  The  town  lawyer 
argues  the  municipality  isn't  forcing 
Dolan  to  hand  over  the  land.  Instead, 
ceding  the  land  is  the  price  he  must 
pay  for  the  permit  to  expand  the  store. 

Dolan  claimed  that  this  demand 
amounted  to  an  uncompensated  "tak- 
ing" of  private  property,  in  violation 
of  the  Fifth  Amendment  of  the  U.S. 
Constitution.  He  died  last  spring, 
having  failed  to  convince  the  Oregon 
courts,  and  his  son  Daniel  is  now 
raking  the  case  to  the  Supreme  Court. 


Traditionally  the  law  was  pretty 
clear  on  when  the  state  can  exact 
payments  from  property  owners 
wanting  to  develop.  If  you  build  a 
new  shopping  center,  you  cover  the 
costs  of  the  roads,  sidewalks  and  traf- 
fic lights  that  give  customers  access  to 
it.  Your  obligation  derives  from  the 
direct  benefit  your  business  gets  from 
these  facilities.  It's  hard  to  see  how 
much  Dolan's  business  would  benefit 
from  having  a  bicycle  and  pedestrian 
path  on  the  property. 

But  over  the  last  30  years  it  has 
become  standard  for  governments  to 
leverage  their  permit  power  by  charg- 
ing an  arbitrarily  determined  quid  pro 
quo  to  subsidize  projects  they 
wouldn't  dare  ask  taxpayers  to  fund. 

In  a  1987  case  similar  to  Dolan's, 
the  Supreme  Court  condemned  as 
"an  out-and-out  plan  of  extortion" 
the  California  Coastal  Commission's 
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Property  owner  Daniel  Dolan 
Next  stop,  Supreme  Court. 


brazen  attempt  to  force  James  Patrick 
Nollan,  a  beachfront  property  owner, 
to  dedicate  an  easement  allowing  the 
public  to  cross  his  beach  in  exchange 
for  a  building  permit  he  needed  to 
replace  a  run-down  cottage  with  a 
new  house.  It  reversed  the  lower 
court's  decision  by  pointing  out  that 
no  relationship  existed  between  the 
proposed  new  house  and  the  price 
demanded  for  permission  to  build  it. 

The  Nollan  case  established  the 
idea  that  a  property  owner  should  be 
obliged  to  pay  only  for  the  burdens,  if 
any,  a  proposed  development  would 
impose  on  the  public.  For  example,  a 
permit  might  legitimately  be  condi- 
tioned on  the  ability  of  a  developer  to 
prevent  expected  pollutants  from  get- 
ting into  public  waters. 

The  town's  lawyer,  summoning 
images  of  swarms  of  bicyclists  and 
pedestrians  converging  on  the  new, 
enlarged  store,  will  tiy  to  argue  that 
Dolan's  land  is  essential  to  accommo- 
date the  increased  traffic  the  new 
plumbing  store  will  create.  Less  far- 
fetched but  still  only  hypothetical,  the 
lawyer  will  also  argue  that  the  green- 
way  is  necessary  to  accommodate 
storm  water  runoff  Dolan's  new 
parking  lot  might  cause. 

Property  rights  expert  Richard  Ep- 
stein of  the  University  of  Chicago 
Law  School  argues  Tigard  is  forcing 
Dolan  into  a  choice  resembling  that 
of  the  citizen  facing  the  gunman's 
demand  "Your  money  or  your  life." 

Epstein's  solution  is  simple.  To 
make  sure  the  public  really  wants  the 
new  path,  the  town  should  pay  for  the 
land  taken.  A  fair  valuation  on  the 
fifth  of  an  acre  Tigard  wants  would  be 
about  $30,000.  It  is  doubtful  taxpay- 
ers would  approve  spending  $30,000 
to  extend  the  bike  path;  however,  at 
Dolan's  expense,  why  not? 

But  Epstein  doesn't  stop  there.  If  a 
private  improvement  like  Dolan's  cre- 
ates specific  public  burdens  like  more 
sewage,  then  the  owner  should  pay 
those  costs.  But,  if  a  tax-funded  proj- 
ect provides  real  benefits — like  cus- 
tomer access — to  a  private  owner  like 
Dolan,  then  compensation  for  taking 
his  property  should  be  reduced  by  the 
amount  of  benefit  conferred. 

So  far,  it's  easier  and  cheaper  to  just 
point  a  gun  at  someone's  head  and  tell 
him  to  hand  over  his  bank  account, 
or  else.  BB 
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Finally; 


You've  probably 
noticed.  Most  Pentium™ 
processor-based  PCs 


a 


PC 


don't  perform  much  bet- 
ter than  machines  with 
i486  "  chips. 
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that  not  only  has  a 


That's  not  surprising. 
Most  PCs  use  ineffi- 
cient buses  that  sit  on 


means 


sluggish 
programs  start  to  fly. 
Graphics  snap  onto  the 


Penti 


TM 


ium  chip 


top  of  the  processor  and 
bog  it  down.  They  simply 
aren't  designed  to 


screen.  High-speed 
peripherals  kick  into 
gear.  Power-sucking 


for  just  $3,699? 

Why  would  you  buy 
a  pent-up  box,  when  you 
could  go  way  beyond 
that  with  a  hot  DECpc 
XL  560  or  566? 
You  wouldn't. 

Call  1-800-341-4599. 

Please  referenceBSQwhen  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 


but  can  actually  use  it 


make  the  most  of  the 
Pentium  chip. 

The  DECpc™  XL  560 
and  566  are. 

Their  high-speed 
PCI  bus  unburdens  the 
CPU,  unleashing  up 
to  66  MHz  of 
j  '  Pentium 
•   /iH€  processor 

power.  That 


applications  start 
moving  again.  And  your 
productivity  skyrockets. 

Technology  Made  Easy. 

We  didn't  just  take 
the  load  off  the  Pentium 
chip.  We  also  took  the 
strain  off  your  budget. 
You  can  get  a  Pentium 
technology  DECpc  XL 


mm 


PC 


Beyond  the  box. 
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It  uses  sunlight  to  cool  you. 
Air  to  protect  you. 
And  its  always  thinking  of  you. 


The  Mazda  929 


In  a  category  of  automobile  where         cool  the  cabin  while  it's  parked,  the  929  makes  you  feel 


the  machine  so  often  selfishly  monopolizes  the  attention,  welcome  from  the  moment  you  get  in.  M  Drivers-  and 

there  is  one  luxury  sedan  that's  surprisingly  sensitive  to  passengers-side  air  bags  are  ready  to  help  protect  you  on 

the  needs  of  its  driver.  P  The  Mazda  929.  H  Thanks  to  the  road.  *  Why,  it  even  remembers  to  defog  the  windows 

an  available  Solar  Powered  Ventilation  System  that  helps  when  you  turn  on  the  windshield  wipers.  0  Of  course, 


Standard  features  include  a  24-hour  Roadside  Assistance  Program,  4-wheel  disc  brakes  with  Anti-lock  Brake  System  (ABS).  3.0L,  DOHC,  24- valve  V6  engine. 
For  a  free  brochure  on  the  929  or  any  new  Mazda,  call  1-800-639-1000.  ©  1994  Mazda  Motor  of  America.  Inc. 


the  929  also  offers  the  unflustered  performance  that  back  roads.  fH  So  before  you  purchase  a  luxury  sedan,  we 

discerning  drivers  expect  from  a  fine  car.  The  engine,  urge  you  to  give  some  serious  thought  to  the  Mazda  929. 

with  193  horsepower,  is  generous.  And  the  suspension  After  all,  it  would  do  the  same  for  you. 


thoughtfully  adapts  to  cope  with  the  alternating  demands 


of  monotonous  interstate  or  treacherous,  serpentine 


It  Just  Feels  Right: 


automatic  climate  control,  power  moonroof and  a  36-month/50,000-mik,  no-deductible,"bumper-to-bumper"limitedwarranty.  See  dealer  for  limited-warranty  details. 


*222TREE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
luxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 


We're  waiting  to  welcome  you  at  over  60  Doubletree  Hotels  from  coast  to  coast. 


If  your  favorite  fund  has  suddenly  turned  into  a  loser,  don't  sell  it  right  away- 
even  the  best  players  have  their  lousy  days.  On  the  other  hand,  while  patience 
can  be  a  virtue,  it  can  also  be  an  excuse  for  inaction. 

How 
to  decide 
when  to 
get  out 


By  Jason  Zweig  and  Mary  Beth  Grover 

It  doesn't  take  a  lot  of  guts  or  a  lot  of  smarts  to  get  rid  of 
a  really  bad  fund — say,  one  that  has  consistently  lagged 
the  market  and  has  a  high  expense  ratio  to  boot.  Pulling 
the  plug  on  a  good  fund  is  a  trickier  matter.  How  much 
patience  should  you  have  for  a  fund  that  has  done  well 
over  the  long  haul  but  has  faltered  recently?  This  is  a 
question  you  should  start  thinking  about  now,  before  the 
next  bear  market. 

In  fund  investing,  as  in  life,  nothing  good  lasts  forever. 
If,  for  instance,  you  had  bought  Quasar  Associates  at  the 
beginning  of  1979,  your  money  would  have  compounded 
at  22%  annually  over  the  next  decade.  But  over  the  five 
years  just  ended,  the  fund  (renamed  Alliance  Quasar) 
lagged  the  market  by  four  percentage  points  a  year.  So, 


too,  with  Oppenheimer  Equity  Income,  which  returned 
17%  a  year  from  1979  to  1988;  since  then,  it  has  lagged  the 
bull  market  by  nearly  four  percentage  points  a  year. 

Our  view  in  both  of  these  cases  is  that  it  may  be  time  to 
leave.  Investors  lucky  enough  to  have  bought  into  either  of 
these  funds  more  than  15  years  ago  may  find  parting 
emotionally  difficult.  The  funds  have  made  them  a  lot  of 
money  and  are  a  long  way  from  having  lost  money  over  the 
past  five  years.  But  the  market  is  up  nearly  15%  a  year  since 
the  end  of  1988.  A  few  points  of  underperformance  in  a 
single  year  would  be  excusable;  everybody  has  down 
periods.  But  these  two  funds  have  underperformed  the 
market  three  of  the  past  five  years,  a  sign  that  the  touch 
they  once  possessed  is  probably  gone. 


Forbes  ■  February  14,  1994 


103 


*mmm  

When  to  sell 


Stinkers 


Whoever  coined  the  ad- 
age that  every  dog  has  its 
day  never  owned  the 
Rightime  Growth  Fund, 
which  has  given  its  share- 
holders a  woeful  6%  com- 
pound annual  return  over 
the  past  five  years.  While 
the  market  was  gaining 
1 5%  a  year,  the  managers  of 
Rightime  Growth  did 
barely  half  as  well — before 
expenses,  that  is.  For  this 


second-rate  performance 
they  assessed  sharehold- 
ers a  steep  2.3%  in  annual 
management  fees  and 
overhead. 

Rightime  Growth  il- 
lustrates a  basic  fact  about 
fund  performance.  While 
it  is  extremely  difficult  to 
predict  winners,  it  is,  to  a 
degree,  possible  to  predict 
losers.  There  is  a  certain 
underclass  of  portfolios 


that  have  a  way  of  doing 
badly  year  in  and  year  out. 

"A  bad  fund  tends  to 
stay  bad,"  points  out 
Charles  Trzcinka,  a  fi- 
nance professor  at  the  State 
University  of  New  York 
at  Buffalo  who  has  studied 
the  persistence  of  mutual 
fund  returns. 

Why  should  that  be  so? 
The  underclass  of  consis- 
tently weak  performers 
includes  many  small  funds. 
They're  often  small  be- 
cause their  customers  get 
disgusted  and  sell  out.  A 
small  asset  base,  in  turn, 
causes  the  expense  ratio 
to  go  up.  The  high  expense 
ratio  then  drags  down  re- 
turns, sending  the  fund 
into  a  downward  spiral 
from  which  it  is  difficult 
to  exit. 

Rightime  Growth  still 
has  $37  million  in  assets, 
and  may  yet  snap  out  of 
its  funk.  But  several  funds 
in  the  Monitrend  family 
are  at  risk,  and  the  has-been 
Steadman  funds — with 
expense  ratios  ranging  up 
to  1 3%  a  year — are  proba- 
bly beyond  redemption. 

If  a  fund  you  own 
shows  any  of  the  classic 
symptoms  of  a  fatal  de- 


cline, don't  wait  around. 
These  symptoms  are:  rap- 
idly declining  assets,  an  ex- 
orbitant expense  ratio  or 
a  long-term  performance 
well  below  the  relevant 
benchmark. 

Such  cautions  would 
make  Keystone  America 
World  Bond  Fund,  for 
example,  a  candidate  for 
sale.  Its  assets,  $15  mil- 
lion at  the  end  of  1989, 
have  atrophied  to  $12 
million.  Expenses  (depend- 
ing on  which  share  class 
you  are  in)  range  up  to  2.2% 
a  year.  As  for  perfor- 
mance, this  fund  has  been 
in  the  bottom  third 
among  its  peers  over  the 
past  five  years. 

If  your  fund  specializes 
in  a  style  that  is  in  favor,  but 
its  results  are  poor,  sell. 
Equity-income  funds  re- 
turned an  average  of  13% 
last  year.  But  Dean  Witter 
Equity  Income  vaporized 
3.6%  of  its  shareholders' 
money;  at  a  2%  expense 
ratio,  that  performance  cost 
about  one-third  more 
than  the  average.  There's 
no  point  in  waiting  a  year 
or  two  to  see  whether  the 
manager  can  do  better. 

-J.Z.  and  M.B.G.  mm 


We  can't  offer  any  simple  formulas  that  will  tell  you 
exactly  when  to  sell.  It's  a  complex  decision,  more  difficult 
than  the  decision  to  buy,  and  emotionally  draining.  Selling 
can  be  like  parting  from  an  old  friend;  and  there  is  a  chance 
you  will  feel  foolish  if  the  security  you  dump  suddenly 
comes  to  life. 

Then  there  are  taxes,  always  taxes.  If  the  fund  isn't 
tucked  away  in  a  tax-sheltered  retirement  account,  taxes 
may  play  a  role  in  your  decision.  (Some  high-return  funds 
have  paid  out  so  much  in  immediately  taxable  distribu- 
tions diat  you  don't  have  much  of  a  capital  gain  to  worn' 
about  when  you  redeem.)  Transaction  fees  are  another 
issue.  You  will  pay  a  price  if  you  switch  out  of  a  fund  with 
either  a  sales  load  or,  as  found  on  some  no-load  funds,  a 
redemption  or  portfolio  fee  that  reverts  to  other  fund 
shareholders. 

Nevertheless,  there  comes  a  time  when  neither  patience 
nor  taxes  should  stay  your  decision  to  bite  the  bullet  and 
get  out.  Factors  that  contribute  to  a  decision  to  sell 
include:  The  portfolio  manager  has  changed,  die  fund  has 


gotten  so  much  larger  that  the  effectiveness  of  its  former 
style  is  in  question,  the  expense  ratio  has  grown  unreason- 
able, the  performance  is  consistently  lagging  that  of  a 
comparable  stock  or  bond  index,  or  the  performance  is 
lagging  that  of  funds  with  a  similar  style. 

Tax  questions  are  taken  up  in  a  separate  story  on  page 
108.  How  to  recognize  a  bad  fund  is  the  subject  of  the  box 
above.  If  there  are  times  to  dump,  there  are  also  times  for 
patience.  We  all  have  our  bad  days  and  all  money  managers 
have  bad  spells.  The  trick  is  to  distinguish  between  the 
people  who  have  truly  lost  their  touch  and  those  who  are 
just  having  a  temporary  letdown. 

In  making  this  distinction,  keep  this  firmly  in  mind: 
Markets  themselves  run  in  cycles.  Pharmaceutical  stocks 
are  hot  one  year,  cold  another  year.  Small  stocks  run  ahead 
of  the  market  and  fall  behind  the  market.  Cyclical  stocks 
have  their  day,  then  value  stocks  do.  Even  in  a  bull  or  bear 
market  there  are  countercycles. 

The  trick  here  is  not  to  dump  a  good  manager  simply 
because  his  specialty  is  having  a  bad  time.  Consider  small 
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company  specialist  Charles  Royce,  who  runs  the  Roycc 
funds  and  lias  looked  like  a  genius  in  the  last  two  years  as 
little  stocks  beat  the  pants  off  blue  chips — but  who  looked 
like  a  bum  for  much  of  the  1980s,  when  big  stocks  beat 
little  ones.  Or  take  value  devotee  Michael  Price  of  the 
Mutual  Series  funds,  who  performed  so  badly  in  1989  and 
1990  that  FORBES  wondered  if  he  had  "lost  it."  In  1992 
and  1993  value  inv  esting  got  hot  again  and  Price  roared  to 
the  front  of  the  pack. 

Moral:  Before  dumping  a  fund,  look  not  only  at  how 
well  it  has  done  against  the  whole  market  (say,  the  S&P  500 
stock  index  or  a  Morgan  Stanley  international  index). 
Look  also  at  how  well  it  has  done  against  other  funds 
pursuing  the  same  management  style.  If  the  style — value, 
small-company,  convertible  bonds  or  whatever — has 
lagged  of  late  but  your  fund  has  lagged  not  as  much,  you 
probably  shouldn't  be  selling. 

Size  matters  as  well  as  investment  style.  Prom  1988  to 
1992  Thomas  Putnam  and  Diane  Van  Buren  delivered  a 
23%  compound  annual  return  by  buying  obscure  little 
stocks  tor  their  obscure  little  fund,  FAM  Value.  Then 
investors  discovered  the  fund.  After  $180  million  in  new 
money  Hooded  into  FAM  Value  in  early  1993 — quintu- 
pling the  fund's  assets  in  a  matter  of  months — Putnam  and 
Van  Buren  closed  to  new  investors.  "The  impact  of 
suddenly  having  almost  $200  million  to  invest  in  small 
stocks  is  very  drastic,  especially  if  you're  a  careful  value 
investor,"  says  Putnam. 

Thank  goodness  Putnam  closed  the  fund.  If  he  had  been 
interested  in  maximizing  his  short-term  income,  he  would 
have  grabbed  all  the  customers  he  could  find,  at  the  risk  of 
forcing  up  the  prices  of  the  small  companies  he  likes  to 
buy.  Then,  in  some  future  wave  of  redemptions,  those 
same  illiquid  stocks  would  have  to  be  sold  at  distress  prices. 

In  the  event,  FAM  Value  did  weakly  last  year,  gaining 
only  0.2%.  Our  advice:  If  you're  in  it,  stay  in;  one  year  is  too 
short  a  time  to  judge  a  fund  on.  If  you're  not  in,  wait  for 
the  fund  to  reopen.  Chances  are  that  will  happen  when 
Putnam's  favorite  stocks  are  out-of-favor  bargains. 

Here  are  some  rules  on  w  hen  to  sell  a  fund  that  has  a 
good  long-term  record: 

■  Understand  your  fund's  style.  Don't  punish  a  growth 
stock  manager  just  because  value  stocks  are  in,  and  don't 
dump  a  small-company  fund  simply  because  blue  chips  are 
this  year's  rage.  And  compare  your  fund  with  the  right 
benchmark.  It's  not  lair  to  give  up  on  a  foreign  stock  fund 
if  it  lags  the  S&P  500. 

■  If  you  bought  a  closed-end  fund  at  a  deep  discount  to  its 
net  asset  value — say,  at  least  15%  for  equity  funds  and  10% 
for  bond  funds  sell  w  hen  it  reaches  a  premium  of  5%. 
Those  premiums  rarely  last. 

■  If  annual  expenses  climb  to  an  unreasonable  level,  vote 
with  your  feet.  What's  unreasonable?  For  a  bond  fund,  1% 
)(  assets  per  year;  for  a  domestic  stock  fund,  1.5%;  for  a 
foreign  stock  fund,  2%. 

Don't  forgive  exorbitant  expenses  because  of  a  winning 
Streak.  Blanchard  Precious  Metals  shot  up  100%  in  1993, 
making  its  2.7%  expense  ratio  seem  tolerable.  But  over  the 
last  five  years  Blanchard  returned  just  6%  compounded 
innually,  versus  9%  for  Benham  Gold  Equities  Index, 
which  charges  only  0.75%  in  annual  expenses. 


Down  but  not  out 

Fund 

Performance  in 

Expense 

— Total  return— 

UP 

DOWN 

ratio 

annualized 

1993 

—markets— 

8/31/87  to 

1  £.1+3  J' 

AIM  Equity-Charter  Fund 

C 

B 

1.17% 

10.6% 

9.3% 

Century  Shares  Trust 

B 

B 

U.04 

11.5 

-0.4 

Dreyfus  Third  Century  Fund 

D 

B 

1.11 

9.3 

5.1 

Evergreen  Limited  Market 

B 

B 

1.24 

W.i 

0  A 

y.4 

Fidelity  Select-Biotechnology  A 

B 

1.61 

17.0 

0.7 

FPA  Perennial  Fund 

D 

A 

1.07 

9.9 

4.7 

John  Hancock  Sov  Inv-A 

D 

A 

1.09 

9.3 

5.7 

IAI  Regional  Fund 

B 

B 

1.25 

11.4 

8.9 

IDEX  Fund 

B 

B 

1.31 

1 1  0 

1<:.6 

A  1 

4.2 

IDEX  Fund  3 

B 

B 

1.22 

13.0 

5.4 

Janus  Venture  Fund 

B 

B 

1.02 

14.6 

9.1 

MAS-Equity 

C 

B 

U.  J3 

10.4 

6.4 

Mutual  Benefit  Fund 

B 

B 

1.01 

10.4 

8.5 

Nicholas  Fund 

B 

B 

0.76 

10.7 

5.8 

Nicholas  Limited  Edition 

B 

B 

0.90 

14.1 

8.9 

Piper  Jaffray  Value  Fund 

C 

B 

1.26 

11.2 

5.1 

Selected  American  Shares 

B 

A 

9.7 

5.4 

Stratton  Monthly  Dividend 

D 

A  + 

0.96 

9.3 

6.6 

United  Science 

C 

B 

0.89 

9.8 

8.3 

Vanguard  US  Growth  Portfolio  C 

B 

049 

10.8 

-1.4 

Standard  &  Poor's  500 

9.1 

9.9 

Sources:  Forbes;  Micropal  Inc. 


These  funds,  all  with  good  long-term  records  and  solid 
FORBES  down-market  ratings,  dragged  behind  the 
Standard  &  Poor's  500  in  1993.  Be  patient  with  them — 
for  a  year  or  two. 
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■  [fa  small-cap  fund  gets  big  very  fast — say  it  takes  in  $200 
million  in  assets  in  a  year  or  less — watch  it  closely.  A  $50 
million  fund  can  put  $500,000,  or  1%  of  its  assets,  into  a 
tiny  company  without  either  driving  up  the  price  or 
controlling  too  much  stock.  But  a  $500  million  fund  has 
to  invest  $5  million  to  get  the  same  bang  out  of  a  stock. 
Rapid  asset  growth  is  not  reason  enough  to  sell  a  small  cap 
fund.  But  if  performance  keeps  dragging,  switch  into  a 
similar  but  slower-growing  fund. 

■  Try  to  evaluate  the  fund  in  light  of  its  performance  over 
the  years,  not  its  performance  over  the  period  when  you 
happen  to  have  owned  it.  In  other  words,  don't  let 
emotions  determine  your  sell  strategy.  Apart  from  tax 
considerations,  the  question  whether  FAM  Value  should  be 
dumped  now  has  nothing  to  do  with  whether  you  bought 
it  five  years  ago  and  enjoyed  a  good  ride  or  bought  it  a  year 
ago  and  are  full  of  regrets. 

■  [fa  manager  has  delivered  at  least  five  fat  years,  don't 
worry  about  one  or  two  lean  years.  "I  always  tell  investors 
to  look  at  the  market  as  a  train  and  not  to  get  off  just 
because  it  doesn't  coincide  with  your  schedule,"  says 
Roger  Engemann  of  Pasadena  Growth  Fund.  "One  share- 
holder wrote  me  saying  his  rear  end  was  so  sore  he  couldn't 
stay  aboard  anymore — so  I  sent  him  a  pillow." 

Engemann's  joke  makes  a  serious  point:  Be  patient  with 
a  good  fund.  Owners  of  1993  laggards  but  long-term  stars 
like  the  Nicholas  Fund  should  hang  in  (see  table,  p.  105). 

■  If  a  good  fund  has  three  bad  years  not  excused  by  the  fact 
that  its  sector  of  the  market  is  out  of  favor,  bail  out.  That 
makes  1994  the  make-or-break  year  for  such  funds  as  iai 
Regional,  aim  Weingarten  and  Vanguard  U.S.  Growth,  all 
of  which  lagged  the  market  in  both  1992  and  1993. 

■  If  the  manager  changes,  give  the  new  chief  a  year  or  two 
to  prove  himself,  assuming  he  had  a  decent  record  at  his 
previous  fund.  That's  long  enough  for  him  to  clean  out  the 
old  portfolio  and  get  results  from  the  new  holdings. 
Shareholders  who  got  out  of  Fidelity's  Magellan  when  the 
famed  Peter  Lynch  stepped  down  in  1990  have  had  reason 
to  regret  their  decision. 

■  Read  the  letter  to  shareholders  in  the  fund's  reports.  If 
the  manager  is  vowing  to  stick  to  his  style  until  it  returns  to 
favor,  cut  him  some  slack.  If  he  is  waffling,  think  about 
walking.  After  putting  up  a  36%  compound  annual  return 
from  1989  to  1991,  Robert  Czepiel  of  Robertson  Ste- 
phens Emerging  Growth  Fund  lost  3%  in  1992.  As  more 
than  $100  million  poured  in  and  its  expensive  little 
companies  fell  out  of  favor,  the  fund  changed  its  focus 
from  tiny  to  medium-size  stocks.  "Czepiel  has  no  track 
record  in  what  he's  doing  now,"  warns  Kenneth  Gregory, 
editor  of  No-Load  Fund  Analyst.  In  1993  Czepiel  re- 
turned 7%,  lagging  large  and  small  stocks  alike. 

What  do  you  do  with  the  cash  from  a  hind  you've 
decided  to  sell?  Given  that  just  about  every  sector  of  the 
stock  and  bond  markets  at  home  and  abroad  is  near  a 
record  high,  now  is  a  good  time  to  review  Forbes'  down- 
market grades.  No  matter  how  well  your  fund  has  done  in 
this  up  market,  if  it  gets  lower  than  a  B  in  down  markets, 
consider  switching  into  a  fund  with  at  least  a  B  down- 
market rating. 

In  short,  don't  get  greedy.  The  sun  is  still  shining,  but 
start  thinking  about  that  inevitable  rainy  day.  ■■ 


Fidelity  Capital  &  Income  has  done 
fabulously  well  in  recent  years.  That's 
not  necessarily  a  reason  to  buy  it  now. 

Hard 
act  to 

follow 

By  Riva  Atlas 

In  December  1990,  when  the  junk  bond  market  seemed 
near  death,  Fidelity  Investments  made  a  smart  move:  It 
broadened  the  franchise  of  its  $815  million  High  Income 
Fund.  The  fund  would  aim  for  more  than  just  high 
income.  It  would  henceforth  take  positions  in  defaulted  or 
potentially  defaulted  debt  of  bombed-out  companies  to 
the  tune  of  about  a  third  of  its  assets.  For  a  significant 
portion  of  its  portfolio,  the  fund  went  from  owning 
somewhat  shaky  bonds  to  owning  very  shaky  bonds. 

Brilliant  timing.  Moronic  politicians,  ignorant  journal- 
ists and  panicked  investors  had  driven  the  junk  bond 
market  to  ridiculously  low  levels.  In  the  post- 1990  re- 
bound of  the  junk  market,  the  shakiest,  junkiest  securities 
have  climbed  the  most.  The  fund,  renamed  Fidelity 
Capital  &  Income,  has  made  a  mint  for  shareholders.  Over 
the  past  three  years  it  has  returned  a  compound  annual  of 
28%,  to  24%  for  the  average  junk  fund.  New  money  poured 
in.  Assets  are  brushing  $3  billion. 

But  can  Capital  &  Income  keep  it  up?  With  bankruptcies 
slowing,  it  will  have  a  devil  of  a  hard  time  doing  so. 
Chances  are  that  its  returns  will  regress  toward  the  mean 
for  junk  bond  funds. 

This  isn't  a  sell  signal.  It's  more  of  a  hold.  If  you  own  the 
fund,  stick  with  it.  If  you  are  a  new  buyer,  you  will  probably 
do  fairly  well — but  not  much  better  than  you  would  in  a 
competing  junk  fund,  such  as  Vanguard's  or  Federated 's. 

In  short,  don't  follow  the  crowd.  Don't  follow  a  trend 
that  may  be  running  out,  expecting  that  recent  past  returns 
are  a  good  indicator  of  the  future. 

Fidelity  Capital  &  Income  has  done  well  by  being  more 
than  a  passive  investor  in  low-grade  bonds.  It  has  actively 
participated  in  bankruptcy  reorganizations,  using  its 
muscle  to  win  a  favorable  debt  or  equity  position  in  a 
company  as  it  leaves  bankruptcy  court.  Example:  The 
fund,  along  with  other  Fidelity  funds,  has  taken  a 
$490  million  (face  value)  position  in  the  bank  debt  of 
R.H.  Macy  &  Co.  Fidelity  will  most  likely  play  a  role  in 
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Fidelity  Capital  &  Income  portfolio  manager  David  Breazzano 
Plenty  of  Merry-Go-Rounds,  not  enough  Macys. 


finding  an  acquirer  for  Macy's  stores. 

But  now  that  the  rapidly  growing  Capital  &  Income  is 
hungriest  for  more  such  deals,  it  is  in  danger  of  running 
out  of  them.  Just  $1 1 .6  billion  in  junk  bonds  defaulted  in 
1993,  down  from  $27.3  billion  in  1990.  Only  $19  billion 
in  defaulted  corporate  bonds  remains  outstanding,  down 
62%  from  a  year  ago,  according  to  Richard  Lehmann, 
editor  of  the  High  Yield  Securities  Journal. 

These  days  Fidelity  is  feeding  on  smaller  bankrupts  like 
Merry- Go -Round  Enterprises,  the  retailer  that  went 
Chapter  1 1  in  January.  The  company  has  $265  million  in 
total  liabilities — and  Fidelity  is  said  to  have  amassed  $85 
million  of  it,  including  bank  debt  and  trade  claims. 

Capital  &  Income's  manager,  David  Breazzano,  pro- 
fesses to  be  as  content  with  large  stakes  in  small  reorganiza- 
tions as  with  medium-size  stakes  in  large  reorganizations. 
While  huge  size  is  a  handicap  in  a  small-company  stock 
fund,  here  it  can  help — because  a  big  position  gives  the 
holder  clout  when  the  corporate  deck  is  reshuffled.  In 
bankruptcy  court,  the  biggest  creditors  have  the  biggest 
say  in  the  outcome.  Also,  Fidelity  has  the  manpower — a 
high-yield  staff  of  35 — to  analyze  obscure  situations  better 
than  smaller  firms. 

But  the  downside  is  that  there  are  a  lot  of  mouths  to 
feed.  Fidelity  manages  $1.8  billion  in  bankruptcy  assets, 
only  a  third  in  Capital  &  Income.  The  rest  is  in  other 
mutual  funds  and  in  private  and  institutional  accounts.  In 
January  Capital  &  Income's  then  comanager,  Daniel 


Harmetz,  began  focusing  on  Fidelity's  bankruptcy  invest- 
ments. While  Harmetz  still  is  involved  with  some  of 
Capital  &  Income's  investments,  he  has  other  fish  to  fry. 

Then  there  are  all  the  competing  buyers  outside  Fideli- 
ty. Trust  Co.  of  the  West  runs  a  huge  portfolio  of 
distressed  securities.  Leon  Black,  the  former  Drexel  junk 
dealmaker,  is  another  heavyweight.  Michael  Price  (of  the 
Mutual  Series  funds)  and  Martin  Whitman  (of  M.J. 
Whitman  &  Co.)  are  players. 

Breazzano  insists:  "I  have  no  concern  whatsoever  that 
we'll  be  able  to  put  our  capital  to  work."  Banks  continue 
to  sell  off  shaky  loans;  new  risk-based  capital  requirements 
for  insurance  companies  should  prompt  them  to  clean  up 
their  portfolios  as  well.  Breazzano  foresees  buying  from 
forced  sellers  in  real  estate;  defaulted  mortgages  can  be  had 
for  50  cents  to  70  cents  on  the  dollar. 

Maybe  so,  but  the  whole  bankruptcy  field  is  getting 
overcrowded  with  buyers  just  when  the  supply  of  dis- 
tressed merchandise  is  getting  picked  over.  If  the  economy 
goes  into  the  tank  again,  there  will  no  doubt  be  lots  of  fresh 
opportunities  for  those  who  deal  in  the  junkiest  of  bonds, 
especially  among  the  $  1 03  billion  in  high-yield  debt  issued 
in  the  last  three  years. 

But  for  now  it  would  be  wise  to  look  on  Fidelity  Capital 
&  Income  as  more  of  an  income  play  than  a  capital  play. 
That  doesn't  mean  sell  it  and  pay  the  taxes  if  you  have  a  big 
capital  gain.  It  means  don't  rush  out  and  buy  just  because 
you  see  how  well  it  has  performed  since  1990.  fM 
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The  market  won't  always  go  up. 
When  it  turns  down,  get  the  IRS 
to  pick  up  some  of  the  tab. 

Tax  swap 
strategy 

By  William  Baldwin 

As  A  GENERAL  rule,  it's  a  dumb  idea,  if  you  have  bought  at 
the  top,  to  sell  at  the  bottom.  Exception  to  the  rule:  if  you 
are  doing  a  tax  swap.  No-load  mutual  funds  are  tailor- 
made  for  tax  swaps. 

Tax  swaps  have  been  around  as  long  as  investors  have 
suffered  losses.  The  idea  is  to  sell  a  depressed  security, 
realizing  a  capital  loss,  while  immediately  using  the  pro- 
ceeds to  purchase  a  similar  security. 

Why  buy  back  a  similar  security?  Because  the  investment 
may  be  due  for  a  rebound.  If  you  don't  get  right  back  into 
the  market,  you  are  at  risk  of  really 
selling  out  at  the  bottom.  That's 
dumb.  Also  annoying. 

Why  buy  back  a  similar,  but  not 
identical,  security?  If  you  buy  back  the 
same  thing,  the  Internal  Revenue  Ser- 
vice will  call  the  trade  a  "wash  sale" 
and  disallow  the  loss.  That  means  you 
can't  sell  Ajax  Computer,  take  the  loss 
and  buy  it  back  right  away.  But  you 
can  sell  Ajax  and  buy  Standard  Com- 
puter and  still  claim  the  loss. 

The  typical  tax  swap,  as  promoted 
by  stockbrokers  looking  for  a  com- 
mission, involves  two  bonds  of  similar 
quality,  coupon  and  maturity.  Nowa- 
days most  people  have  gains  on  their 
bonds,  but  when  the  next  bear  market  hits,  brokers  will  be 
sure  to  revive  the  idea.  A  good  idea,  except  that  the  trading 
costs  have  a  way  of  eating  up  much  of  the  tax  saving. 

Tax  swaps  using  no-load  mutual  funds  are  infinitely 
better  than  what  the  brokers  have  to  peddle.  First,  there's 
no  trading  cost  whatever.  Second,  it's  easy  to  find  the 
substitute  security.  Two  funds  can  be  very  similar  without 
looking  "substantially  identical"  to  the  IRS,  says  Richard 
Shapiro,  a  tax  lawyer  with  Grant  Thornton.  The  Vanguard 
New  York  Insured  Tax-Free  Fund  is  hard  to  tell  from  the 
Scudder  New  York  Tax-Free  Fund  in  performance,  but 
these  are  different  securities. 

If  interest  rates  spike  up  and  you  lose  money  in  a 
Vanguard  muni  fund,  sell  it  and  buy  the  Scudder,  Fidelity 
or  Dreyfus  version.  If  you  really  wanted  to  be  with 


Vanguard-  perhaps  because  its  expenses  are  low  er  -  then 
wait  31  days,  at  w  hich  point  you  are  no  longer  subject  to 
the  wash  sale  rule,  and  switch  back. 

Note:  It's  helpful  to  have  large  money-market  fund 
balances  at  each  of  the  two  fund  families,  and  do  all  the 
switching  by  phone.  Alternatively,  you  can  use  a  single 
account  at  a  fund  consolidator  like  Schwab  or  Fidelity, 
although  the  funds  you  want  may  not  be  av  ailable. 

The  game  is  not  limited  to  muni  funds.  Play  it  w  ith  two 
Japan  funds,  two  junk  funds,  even  tw  o  grow  th  funds.  T w  o 
growth  funds  will  behave  differently  oxer  time,  but  re- 
member that  you  w  ill  be  in  the  temporary  holding  pattern 
for  only  a  month.  The  second  growth  fund  will  protect  you 
from  missing  a  big  market  mov  e  during  that  month. 

Tax  swaps  are  an  antidote  to  Painful  Dividend  Syn 
drome.  Hypothetical  case:  You  buy  a  hot  growth  fund 
Dec.  1  at  $24  a  share.  Two  weeks  later  it  declares  an  $8 
capital  gain  distribution,  which  you  reinvest.  In  place  of 
each  $24  share  you  now  have  1  ¥2  shares  worth  $  16  apiece. 
You  have  made  no  money,  but  you  have  to  report  an  $8 
capital  gain  on  your  next  tax  return.  Ouch! 

The  best  treatment  for  this  syndrome  is  prevention.  Buy 
a  fund  after  the  year-end  dividend,  not  before.  How  ever,  if 
you  slip  up,  do  something.  Sell  the  shares,  for  which  your 
tax  basis  is  $32  (one  share  bought  for  $24  plus  Y2  bought 
for  $8),  for  a  total  of  $24.  That  will  give  you  a  phantom  $8 
capital  loss,  erasing  the  phantom  $8  capital  gain.  You  are 
now  back  where  you  started.  But  if  you  really  wanted  to  be 
in  an  aggressive  growth  fund,  buy  another  one  (not  this 
one,  or  the  loss  will  be  disallowed). 
After  a  month,  swap  back. 

In  a  further  refinement  of  the  tax 
swap  ploy,  you  can  switch  a  depressed 
fund  from  your  taxable  account  to 
your  IRA  or  other  tax-sheltered  ac- 
count. That  would  make  a  lot  of  sense 
if  you  had  lost  money  on  a  v  olatile 
growth  fund  or  foreign  fund  and  were 
convinced  that  its  portfolio  still  had 
excellent  potential  over  the   long  1 
term.  If  the  fund  does  take  off  and  the 
manager  has  a  habit  of  turning  over  | 
the  portfolio  and  thus  realizing  capital  1 
gains,  you  don't  want  them  dumped  | 
in  your  lap.  A  taxable-to-nontaxable  s 
switcheroo  could  make  a  lot  of  sense. 

Suppose  you  buy  into  the  hot  Berger  One  Hundred 
Fund  today  in  a  taxable  account.  Your  IRA  is  invested  in  a 
Cinnie  Mae  fund.  Next  year,  the  market  crashes  and  you 
have  a  30%  loss  on  Berger.  Sell,  get  the  writeoff.  Hold  a 
similar  growth  hind  for  a  month  in  your  taxable  account. 
Then,  sell  this  fund  and  buy  a  tax  exempt  bond  fund  with 
an  average  maturity  comparable  to  that  of  the  taxable 
Cinnie  Mae  fund.  Simultaneously,  switch  the  ira  from 
Cinnie  Maes  to  Berger.  Net  effect:  At  the  price  of  a  small 
decline  in  yield  on  your  fixed  income  portfolio,  you  have 
arranged  to  make  your  future  Berger  hind  distributions 
compound  tax -deferred. 

There  are  precious  few  shelters  left  in  a  tax  code  that 
seems  deliberately  designed  to  penalize  investors.  The 
fund  swap  is  one  of  them.  Use  it.  M 
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Why  Put  Munis  And 
Taxables  In  One  Fund? 

To  Seek  Maximum 
After-Tax  Total  Return. 


Unlike  tax-free  funds  which  focus  on  after-tax  yield,  Spartan® 
Bond  Strategist™  seeks  to  maximize  after-tax  total  return 
(yield phis  change  in  principal  value,  after  taxes) .  That  isn't 
always  achieved  by  investing  100%  in  municipals,  because 
taxable  bonds  sometimes  offer  higher  after-tax  returns. 

One  Fund  Does  It  All 

Spartan  Bond  Strategist  is  the  easy  way  for 
investors  in  the  3 1  %  or  higher  tax  brackets  to 
seek  the  maximum  after-tax  total  return.  By 


The  Changing  Bond  Market  Means  Changing  Opportunities 

Sometimes  taxables  offer  a  higher  after-tax  total  return, 
sometimes  municipals  do.  Overtime,  a  managed  allo- 
cation strategy  may  offer  higher  after-tax  returns  than 
investing  purely  in  either  sector. 


5 

  4 

a? 

I  3 
1  2 

I  1 

s 

*  o 

-1 


Municipals 


Corporates 


The  chart  compares  the  Lehman  Brothers  Long-term  Municipal  Bond  and  Long-term 
Corporate  Bond  Indices,  adjusted  to  retlect  the  31%  federal  income  and  28%  capital 
gains  tax  rates* 

usingproprietaty  computer  models,  the 
Fund  manager  is  able  to  carefully  shift  Fund 
assets  between  tax-free  and  taxable  bonds 
to  take  advantage  of  the  changing  bond  mar- 


Fidelity 


ket.  Plus,  Fidelity's  outstanding  research 
and  expertise  support  every  investment 
decision. 


With  Fidelity's  Spartan 
Approach® 

To  further  help  maximize  total  return, 
the  Fund  also  uses  Fidelity's  Spartan 
Approach®  to  reduce  the  Fund's  ex- 
penses.' The  Spartan®  family  of  funds  is 
another  example  of  Fidelity's  ongoing 
commitment  to  find  innovative  solutions 
to  suit  investors'  needs. 

Find  Out  More  Today 

Spartan  Bond  Strategist  is  the  one  no-load 
fund  that  combines  municipals  and  tax- 
able bonds  to  maximize  after-tax  total 
return.2  To  find  out  more  about  this  revo- 
lutionary approach  to  bond  investing,  call 
for  a  free  fact  kit  today.  It  will  contain  a 
prospectus  with  more  complete  informa- 
tion, including  charges  and  expenses. 
(Minimum  investment:  $10,000.) 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 


Investments 
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Read  the  prospectus  carefully  before  you  send  money.  The  fund  does  not  take  into  account  suite  and  local  taxes,  or  the  federal  alternative  minimum  tax.  Share  price,  yield  and 
return  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares  'Transactions  may  reduce  your  yield.  'The  fund  charges  a  .50%  redemption  fee  on  shares  held  less  than 
1 80  days.  ""Returns  are  historical,  include  reinvestment  of  dividends  and  capital  gains  and  do  not  reflect  the  performance  of  any  fidelity  fund.  Fidelity  Distributors  Corporation. 


ET  RICH  SLOW.  THAT  HAS  BEEN  OUR  PHILOSOPHY  FOR  THE  PAST 
148  YEARS.  IT'S  ONE  THAT  HAS  ENABLED  US  TO  PAY  DIVIDENDS  ON 
WHOLE  LIFE  POLICIES  CONTINUOUSLY  THROUGH  EVERY  STOCK 
MARKET  CRASH,  DEPRESSION,  RECESSION,  AND  BOTH  WORLD 
WARS.  IT  ALSO  GAVE  US  THE  WISDOM  TO  AVOID  THE  REAL  ESTATE 
TRAP  THAT  BEFELL  MANY  INVESTORS  DURING  THE  R3^jl 
MONEY-MAD  EIGHTIES.  WE  HAVE  ALWAYS  BELIEVED  BUhI 
IN  QUALITY,  CONSERVATIVE  JUDGMENT  NOT  BRASH  AND  FLASH. 
SO  AT  A  TIME  WHEN  COUNTLESS  OTHERS  WERE  RUNNING  HEAD- 
LONG INTO  FORECLOSURE,  WE  WERE  INVESTING  PRIMARILY  IN 
INVESTMENT-GRADE,  FIXED-INCOME  SECURITIES.  ALL  THE  WHILE 
MAINTAINING  A  PROFITABLE  PRESENCE  IN  SELECTIVE  REAL  ESTATE, 
VENTURE  CAPITAL,  ENERGY  AND  CONVERTIBLE  SECURITIES.  AS  A 
RESULT,  OUR  CLIENTS  HAVE  CONTINUED  TO  PROSPER  AT  A  TIME 
WHEN  MANY  OTHERS  HAVEN'T.  ffiSm  TO  FIND  OUT  HOW  YOU 
TOO  CAN  PROFIT  FROM  SUCH  THINKING,  CALL  US  AT 

1-800-695-4331.  BECAUSE  WHEN  IT  COMES  TO  INVESTING, 

THAT'S  NEW  YORK  LIFE. 


Life  Insurance  ~  Annuities  ~  Group  Benefits  ~  Pensions 


THE  FUNDS 


Stock 
and 

balanced 
funds 

Compared  to  what? 

Each  fund  is  rated  by  comparing  its  returns  with  funds  of 
the  same  type  and  with  appropriate  indexes.  Domestic 
stock  funds  are  measured  against  Standard  &  Poor's  500; 
balanced  funds  are  judged  against  a  50-50  mix  of  the  S&P 
500  and  the  Merrill  Lynch  corporate/government  bond 
index.  Morgan  Stanley  Capital  International's  eaee  index 
of  foreign  stocks  is  used  for  foreign  funds;  global  funds  are 
w  eighed  against  a  mix  of  EAFE  and  the  S&P  500. 

Mutual  funds  shone  last  year.  The  average  return  for  the 
U.S.  stock  funds  in  these  tables  was  13.7%,  compared  with 
9.9%  for  the  Standard  &  Poor's  500  stock  index. 

But  it  is  doubtful  that  funds  can  keep  outperforming  so 
handily;  history  is  against  them,  and  so  is  sheer  size. 

Novice  investors  would  thus  be  wise  to  adopt  a  fairly 
defensive  position  this  year.  Avoid  funds  with  a  Forbes 
down-market  rating  of  lower  than  B.  Balanced  funds, 
shown  with  a  (B)  after  their  names,  also  tend  to  weather  a 
bear  market  with  less  severe  losses.  Don't  think  of  utility 
funds  as  shelter  from  any  storm:  Their  typical  A  or  A+ 
ratings  show  their  strength  in  bear  markets  for  stocks,  but 
they  tend  to  do  worse  than  other  stock  funds  when  interest 
rates  rise.  If  you're  uncomfortable  owning  a  long-term 
bond  fund,  a  utility  fund  is  not  your  cup  of  tea. 

Foreign  funds  were  the  real  stars  last  year,  and  people  are 
clamoring  for  a  piece  of  the  action  in  countries  they  can 
scarcely  locate  on  a  map.  But  remember:  With  foreign 
funds,  there  is  additional  risk  from  exchange  rates.  If  the 
dollar  strengthens  against  other  currencies,  foreign  funds 
suffer  short  term  unless  they  are  fully  hedged  (few  are). 

To  be  listed  in  these  tables,  a  fund  must  have  at  least  $25 
million  in  assets  and  be  rated.  We  rate  funds  that  have  been 
around  for  at  least  two  full  cycles  of  rising  and  falling  stock 
values.  Those  measurement  periods  date  back  to  Aug.  31, 
1987  for  domestic  stock,  foreign  and  global  funds  and  to 
Apr.  30,  1983  for  balanced  funds.  For  closed-end  funds 
(marked  with  a  single  dagger),  the  rating  periods  are  the 
same,  but  12  month  total  return  is  calculated  on  the 
portfolio's  net  asset  value,  not  its  market  price. 
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Fund 

Performance  in 
UP  DOWN 
—markets— 

12-month 

tntal 

return 

AARP  Growth-Capital  Growth* 

R 
D 

n 

15.9% 

AARP  Growth-Growth  &  Income* 

[) 

A 

15.7 

ART  ftrnwth  ft  Inrnmp  Trn^t 

n 

u 

i  n 

ABT  Invest-Emerging  Growth 

A+ 

n 
v 

17.9 

ABT  Utility  Income 

F 

A+ 

8.8 

Acorn  Fundi 

A 

n 

r 
\j 

32.1 

Adams  Express! 

u 

4 
n 

4.7 

nUUIoUlt  Isdpilal  Onalci 

•C 

c 

I  J.U 

Advantage  Growth  Fund 

c 

B 

10.4 

Affiliated  Fund 

c 

B 

13.2 

AIM  Aggressive  Growth  (C) 

r 

32.0 

AIM  Equity-Charter  Fund 

Li 

R 
D 

9.3 

AIM  Fmiitv— Cnn^tpllAtinn  Fnnri 

nilTI  LUUILI              U  It.  I  Id  llwl  1  1  UIIU 

A+ 

p 

17.3 

AIM  Equity-Weingarten 

B 

D 

1.5 

AIM  Growth  Fund  (C) 

D 

C 

3.4 

AIM  Summit  Fund 

R 
u 

n 

u 

8.2 

AIM  Value  Fund  (C) 

4 
n 

r 

18.5 

Alliance  Balanced  Shares-A  (B) 

c 

9.9 

Alliance  Counterpoint  Fund-A 

Q 

B 

7.2 

Alliance  Fund-A 

B 

-D 

14.2 

Alliance  Global-Small  Cap  Fund-A 

r 

u 

p 

20  0 

Alliance  Growth  &  Income-A 

c 

B 

9.7 

Alliance  International  Fund-A  (F) 

R 

D 

r 

27.4 

Alliance  Quasar  Fund-A 

g 

p 

16.1 

Alliance  Technology  Fund-A 

A 

F 

21.6 

Charles  Allmon  Trustt 

p 

A 

9.5 

Amcap  Fund 

B 

c 

10.9 

American  Balanced  Fund  (Bj 

c 

B 

11.2 

American  Capital  Comstock  Fund-A 

c 

B 

8.8 

American  Capital  Convertible  Secst  (B) 

c 

B 

13.7 

American  Capital  Emerging  Growth-A 

A 

o 

23.5 

American  Capital  Enterprise  Fund-A 

B 

rj 

10.8 

American  Capital  Equity  Income-A  (B) 

R 
D 

B 

15.7 

American  Capital  Growth  &  Income 

[) 

B 

16.0 

American  Capital  Harbor-A  (B) 

r 

u 

D 

13.4 

American  Capital  Pace-A 

D 

B 

10.5 

American  Growth  Fund 

D 

A 

24.1 

American  Leaders  Fund-A 

C 

A 

11.7 

American  Mutual  Fund 

D 

A 

14.2 

American  National  Growth  Fund 

D 

D 

7.8 

American  National  Income  Fund 

D 

A 

10.2 

Amway  Mutual  Fund 

C 

C 

10.9 

All  data  through  Dec.  31,  1993.    'No  load,  no  12b-l  fee.  tClosed-end. 
{Closed  to  new  investors.    (B):  Balanced.    (F):  Foreign.    (G):  Global. 
Sources:  CDA/Wiesenberger;  Upper  Analytical  Services  -,  Forbes. 
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Fund 

Performance  in 

12-month 

Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

UP 

DOWN 

total 

markets— 

return 

markets— 

return 

Analytic  Optioned  Equity* 

F 

A+ 

6.7% 

Colonial  Small  Stock  Fund-A 

c 

n 

18.8% 

Anchor  Gold  &  Currencyt 

F 

A 

47.7 

Colonial  Strategic  Income-A  (B) 

D 

D 

15.0 

API  Trust-Growth 

B 

D 

12.5 

Colonial  Utilities  Fund-A  (B) 

D 

C 

9.3 

ASA  Limitedt  (F) 

D 

D 

91.5 

Columbia  Growth  Fund* 

B 

C 

13.0 

Asia  Pacific  Fundt  (F) 

A 

A 

115.7 

uuiumoia  opcctai  runa 

A 

F 

21.6 

Babson  Enterprise  Fundt 

A 

D 

16.1 

Common  Sense-Growth 

C 

C 

9.4 

Babson  Growth  Fund* 

C 

C 

10.2 

Common  Sense-Growth  &  Income 

D 

B 

9.4 

Babson  Value  Fund* 

B 

D 

22.9 

Composite  Bond  &  Stock  (B) 

D 

B 

9.2 

Baird  Blue  Chip 

D 

A 

4.6 

Composite  Growth  Fund 

D 

B 

6.7 

Baird  Capital  Development 

B 

D 

11.5 

V-UIMfJUbllc  nUllMWcM  D\J  rullU 

B 

D 

2.4 

Baker,  Fentress  &  Cot 

D 

C 

9.0 

Connecticut  Mutual-Growth 

B 

C 

20.8 

Bancroft  Convertible  Fundt  (B) 

D 

D 

16.5 

Copley  Fund* 

F 

A+ 

10.2 

Bartlett  Capital  Trust-Basic  Value* 

D 

A 

11.7 

Counsellors  Tandem  Securities  Fundt 

C 

B 

7.0 

Berger  One  Hundred  Fund 

A 

D 

21.2 

Cowen  Income  +  Growth 

D 

A 

9.2 

Berger  One  Hundred  and  One  Fund 

B 

B 

23.3 

Dpan  Wittpr  Ampriran  Valnp  FnnH 

l/cciii  vciLici  niiici  can  value  1  UMU 

B 

C 

18.5 

Bergstrom  Capitalt 

B 

A 

-3.8 

Dean  Witter  Developing  Growth  Sees 

B 

D 

30.5 

Berwyn  Fund 

B 

D 

22.8 

Dean  Witter  Dividend  Growth  Sees 

C 

A 

14.2 

Wm  Blair-Growth* 

C 

C 

15.2 

Dean  Witter  Equity  Income  Trust 

D 

A 

-3.6 

Blanchard  Global  Growth  Fund  (G) 

c 

A 

24.2 

Dean  Witter  Natural  Resource  Devel 

D 

C 

17.3 

Blue  Chip  Valuet 

D 

D 

12.2 

Dean  Witter  World  Wide  Investment  (G) 

C 

C 

40.7 

Boston  Co  Capital  Appreciation  Fund 

C 

B 

16.6 

Delaware  Group  Decatur  Fund  1 

C 

B 

15.3 

Boston  Co  Special  Growth-Retail 

B 

C 

20.2 

Delaware  Group  Decatur  Fund  II 

D 

B 

14.9 

Brandywine  Fund* 

A 

D 

21.3 

Delaware  Group  Delcap  Fund  1 

B 

D 

11.9 

Bull  &  Bear  Gold  Investors  Fund  (G) 

D 

D 

87.6 

Delaware  Group  Trend 

A+ 

F 

22.3 

Bull  &  Bear  Special  Equities  Fund 

C 

D 

15.6 

Delaware  Group  Value 

A 

C 

18.8 

Burnham  Fund 

D 

A+ 

9.4 

Dodge  &  Cox  Balanced*  (B) 

A 

C 

15.9 

Calvert-Ariel  Growth  Fundt 

B 

D 

8.7 

Dodge  &  Cox  Stock* 

B 

B 

18.3 

Calvert  Social  Inv-Managed  Growth  (B) 

C 

D 

5.9 

Dreyfus  Appreciation  Fund 

C 

B 

0.7 

Capital  Income  Builder 

D 

A 

15.3 

Dreyfus  Capital  Growth 

C 

A 

14.3 

Capstone  US  Trend  Fund 

D 

C 

6.0 

Dreyfus  Capital  Value  Fund-A 

F 

A 

12.7 

Cardinal  Fund 

C 

B 

5.8 

Dreyfus  Fund* 

D 

A 

6.3 

Castle  Convertible  Fundt  (B) 

D 

A 

15.0 

Dreyfus  Growth  Opportunity* 

D 

C 

1.8 

Centerland  Kleinwort  Benson  Intl  Eq  (F) 

B 

C 

28.5 

Dreyfus  Mew  Leaders 

B 

D 

16.7 

Central  Securitiest 

B 

C 

37.2 

Dreyfus  Strategic  Growth  LP 

D 

A 

24.7 

Century  Shares  Trust* 

B 

B 

-0.4 

Dreyfus  Strategic  Investing-A 

D 

A 

16.2 

CGM  Capital  Development  Fundt 

A+ 

D 

28.7 

Dreyfus  Strategic  World  Investing  (G) 

0 

A 

22.0 

CGM  Mutual  Fund*  (B) 

A+ 

D 

21.8 

Dreyfus  Third  Century* 

n 

n 
D 

5.1 

Clemente  Global  Growtht  (G) 

B 

C 

37.4 

Eaton  Vance  Growth 

c 

c 

-2.5 

Clipper  Fund* 

C 

A 

11.2 

Eaton  Vance  Investors  (B) 

c 

c 

11.1 

Colonial  Fund-A  (B) 

A 

D 

15.0 

Eaton  Vance  Special  Equities  Fund 

c 

D 

1.0 

Colonial  Growth  Shares  Trust-A 

B 

D 

9.8 

Eaton  Vance  Stock 

D 

A 

4.1 

Colonial  Natural  Resources  Fund-A  (G) 

D 

B 

33.7 

Eaton  Vance  Total  Return 

D 

A+ 

9.5 

All  data  through  Dec.  31,  1993.    *No  load,  no  12b-l  fee. 

tClosed-end.    tClosed  to  new  investors.    (B):  Balanced.  (F): 

Foreig 

n.    (G):  Global. 

Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Forbes. 


Forbes  ■  February  14,  1994 


113 


Fund 

Performance  in 

12 -month 

Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

UP 

DOWN 

total 

— 

markets— 

return 

markets— 

return 

EBI  Equity  Fund 

D 

B 

n  no/ 

ri^alifw  Qnlort   Pror  Mof-ilc  it  Mine  /PI 

rioeniy  oeiecx— rrec  rvteiats  &  rviins  \x) 

D 

D 

111  w 
lll.D/o 

Eclipse  Financial  Asset-Equity* 

C 

A 

17  n 

riaeiuy  oeieci— neiainng 

A 

F 

1 3  1 
13. 1 

Enterprise  Group— Growth 

C 

C 

in  c 
11). b 

Fidelity  Select— Software  &  Computer 

A 

D 

31.8 

Equity  Strategies  Fund} 

D 

C 

FiHolitu  Qolopf  Top  h  nnlncru 

riuciiiy  ocicll  i CviiiiviUKy 

A 

F 

28.3 

EuroPacific  Growth  Fund  (F) 

C 

A 

35.6 

Fidelity  Select-Telecommunications 

A 

B 

29.4 

Evergreen  Fund* 

C 

C 

C  0 

Fidelity  Select-Utilities 

D 

A+ 

1 0  K 

Evergreen  Limited  Market* 

B 

B 

Q  A 

Fidelity  Spec  Situations-Advisor 

B 

A 

LvA 

Evergreen  Total  Return* 

D 

A 

lj.U 

riociiiy  I  icmq  runu 

A 

D 

18.9 

Evergreen  Value  Timing* 

C 

B 

1/1  A 
14.4 

Fidelity  value  Fund* 

B 

D 

22.7 

FBL-Growth  Common  Stock 

D 

B 

26.9 

Fiduciary  Capital  Growth  Fund* 

C 

D 

14.6 

Federated  Growth  Trust 

B 

D 

0.0 

Cirri  A  ■  i  r  $  r  -i  1  i  i  Ci  ■  rt  rk 

nrst  Australia  runaT  (rj 

C 

C 

40.  i 

Federated  Stock  Trust 

C 

A 

1 9  S 
11. J 

First  Eagle  Fund  of  America 

B 

C 

9/1  0 
lA.L 

Fidelity  Capital  Appreciation 

B 

C 

3.0  0. 
jj.j 

First  Financial  Fundt 

A 

D 

47.5 

Fidelity  Contrafund 

A 

D 

01  3 
ii.3 

First  Investors  Global  (G) 

C 

D 

23.0 

Fidelity  Destiny  Portfolio  1 

A 

C 

26.1 

First  Union-Value-B 

D 

B 

9.3 

Fidelity  Destiny  rorttoho  M 

A 

D 

26.5 

Flag  Investors  Telephone  Income-A 

C 

A 

18.  J 

Fidelity  Equity-Income  Fund 

C 

B 

21.2 

Flex-funds-Growth 

F 

A+ 

7  O 

i.L 

Fidelity  Europe  Fund  (F) 

C 

B 

111 

Fortis  Capital  Fund 

B 

C 

2.7 

Fidelity  Fund* 

C 

B 

17.9 

Fortis  Fiduciary  Fund 

B 

D 

2.7 

Fidelity  Growth  &  Income 

B 

B 

19.4 

Fortis  Growth  Fund 

A 

D 

10.3 

Fidelity  Growth  Company 

A 

D 

16.0 

Fortress  Utility  Fund 

D 

A 

i  r  i 

10. 1 

Fidelity  Intl  Growth  &  Income  (F) 

C 

B 

35.1 

Founders  Balanced  Fund 

F 

A+ 

no 

21.8 

Fidelity  Magellan  Fund 

A 

C 

24.4 

Founders  Blue  Chip 

C 

B 

14.5 

Fidelity  OTC  Portfolio 

B 

C 

8.0 

Founders  Growth  Fund 

A 

D 

25.5 

Fidelity  Overseas  Fund  (F) 

C 

C 

40.0 

Founders  Special  Fund 

A 

D 

16.0 

Fidelity  Pacific  Basin  (F) 

B 

D 

63.5 

FPA  Capital  Fund 

A+ 

D 

1 C  A 

10.4 

ridelity  Puritan  rund  (B) 

A+ 

B 

21.4 

FPA  Paramount  Fundt 

C 

A 

on  o 

Fidelity  Real  Estate  Investment* 

C 

A 

12.4 

FPA  Perennial  Fund 

D 

A 

4.7 

Fidelity  Retirement  Growth* 

A 

C 

21.8 

Franklin  DynaTech  Fund 

D 

C 

7.4 

Fidelity  Select-American  Gold  (G) 

D 

A 

78.7 

Franklin  Equity  Fund 

B 

C 

8.6 

Fidelity  Select-Automotive 

A 

D 

35.3 

Franklin  Gold  Fund  (F) 

D 

D 

70  C 
li.O 

Fidelity  Select-Biotechnology 

A 

B 

0.7 

Franklin  Growth  Fund 

D 

B 

/.I 

Fidelity  Select-Computers 

A 

D 

28.7 

Franklin  Income  Fund  (B) 

C 

B 

21.4 

Fidelity  Select-Electric  Utilities 

D 

A 

12.6 

Franklin  Rising  Dividends 

D 

A 

-3.5 

Fidelity  Select-Energy 

F 

A 

18.9 

Franklin  Utilities  Fund 

F 

A+ 

11.5 

Fidelity  Select-Energy  Service 

F 

D 

20.9 

Fundamental  Investors 

B 

B 

1  0  1 

lo.l 

Fidelity  Select-Financial  Services 

A+ 

D 

17.5 

FundTrust-Aggressive  Growth 

C 

C 

1  Jl  0 

14.2 

ridelity  Select-rood  &  Agriculture 

C 

A 

8.8 

Gabelli  Asset  Fund 

C 

A 

01  0 

21.6 

ridelity  beiect-nealtn  Lare 

A 

C 

2.4 

Gabelli  Equity  Trustt 

C 

B 

17  n 
l/.U 

Fidelity  Select-Home  Financ1 

A 

D 

27.1 

GAM  International  Fund  (F) 

B 

A 

79.7 

Fidelity  Select-Leisure 

A+ 

D 

39.5 

GAM  Pacific  Basin  Fund  (F) 

A 

B 

51.5 

Fidelity  Select-Medical  Delivery 

A 

C 

5.5 

Gateway  Index  Plus* 

F 

A 

7.4 

All  data  through  Dec.  31,  1993. 

*No  load,  no  12b-l  fee. 

tClosed-end.    {Closed  to  new  investors.    (B):  Balanced.  (F): 

Foreig 

n.    (G):  Global. 

Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Forbes. 
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Fund 

Performance  in 

12-month 

Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

UP 

DOWN 

total 

-markets— 

return 

— 

markets— 

return 

General  American  Investorst 

B 

C 

-2.9% 

IDS  Managed  Retirement 

B 

B 

15.0% 

General  Securities 

D 

A 

6.2 

inC  Mutual  /D\ 

iDo  Mutual  (t>) 

B 

C 

14.4 

Germany  Fundt  (F) 

C 

C 

33.8 

IDS  New  Dimensions 

A 

C 

14.0 

Gintel  Erisa  Fund* 

D 

A 

S  7 

luo  rrecious  Metals  (r) 

C 

D 

Ou.  J 

Gintel  Fund* 

D 

B 

1.9 

IDS  Progressive  Fund 

D 

C 

12.0 

GIT  Equity  Trust-Special  Growth* 

C 

C 

14.9 

iui>  Mock  rund 

C 

B 

16.6 

Gradison-McDonald  Established  Value 

c 

B 

20.8 

IDS  Strategy-Aggressive  Equity 

B 

D 

7.9 

Gradison-McDonald  Opportunity  Value 

B 

C 

11.1 

IDS  Strategy-Equity 

C 

B 

16.4 

Greenspring  Fund* 

D 

A 

14.5 

lub  btrategy-Worldwide  u.rowtn  (r) 

D 

C 

31.1 

Growth  Fund  of  America 

B 

C 

14.4 

Income  Fund  of  America  (B) 

B 

A+ 

14.0 

Growth  Fund  of  Washington 

C 

C 

12.5 

International  Equity  Fund-A  (F) 

C 

C 

31.3 

GT  Europe  Growth-A  (F) 

B 

D 

28.3 

Invesco  Dynamics  Fund 

A 

D 

19.1 

GT  International  Growth-A  (F) 

B 

C 

34.2 

Invesco  Growth  Fund 

B 

D 

18.0 

GT  Janan  Growth-A  (F) 

A 

F 

33.4 

Invesco  Industrial  Income  Fund 

B 

A 

16.7 

GT  Pacific  Growth-A  (F) 

A 

B 

60.1 

Invesco  Intl-European*  (F) 

D 

B 

24.6 

GT  Worldwide  Growth-A  (G) 

A 

C 

27.4 

Invesco  intl— Pacific  Basin*  (F) 

A 

C 

42.6 

Guardian  Park  Ave  Fund 

A 

B 

20.2 

Invesco  Strategic-Energy* 

F 

B 

16.7 

John  Hancock  Freedom  Global-A  (G) 

B 

F 

33.0 

Invesco  Strategic-Financial  Services* 

A 

C 

18.4 

Inhn  Hanrork  Frppriom  Glnhal  Tprh 

Jul  III  »  Id  I  '\,  *J\r  r\  i  muuni  UIVUOI    1  WVll 

C 

D 

31.5 

Invesco  Strategic-Gold*  (G) 

D 

C 

72.6 

John  Hanrork  Frppriom  Gold  &  Govt-A 

F 

A 

15.9 

Inupcm  ^tratpcrir— Hpalth  ^ripnrPQ* 

A 

c 

-8.4 

John  Hancock  Freedom  Natl  Aviation 

B 

D 

20.8 

Invesco  Strategic-Leisure* 

A+ 

D 

35.7 

John  Hancock  Freedom  Regional  Bank-A 

A 

C 

20.4 

Invesco  Strategic-Technology* 

A+ 

F 

15.0 

John  Hancock  Growth  Fund-A 

B 

C 

12.9 

Invesco  Strategic-Utilities* 

D 

A 

21.2 

John  Hanrork  ^ovprpipn  Arhipvpr^-A 

D 

C 

8.5 

Investment  Co  of  America 

C 

A 

11.6 

John  Hanrnrk  ^nvprpicn  Invptfnr^-A 

•jwiiii  i  EQiiuuun  juicicigii  iiivcoiuio  n 

D 

A 

5.7 

Invest  Series-High  Quality  Stock 

D 

A 

10.8 

John  Hancock  Special  Equities-A 

A 

D 

19.7 

Investors  Research  Fund 

F 

C 

6.5 

H&Q  Healthcare  Investorst 

B 

B 

-8.0 

Italy  Fundt  (F) 

F 

D 

24.1 

Harbor  Growth  Fund 

B 

D 

18.4 

Ivy  Growth  Fund 

C 

A 

12.3 

Hpartlanri  (arm  in— Valup 

A 

D 

18.8 

Ivy  International  Fund  (F) 

A 

B 

48.3 

Wpntaop  Panital  Annrpriatinn 
nonage  \*a\J\ia\  M|j|Ji  ci_  ta  I  lull 

C 

C 

18.3 

Janus  Fund* 

C 

B 

10.9 

Wayne  Hummer  Growth* 

D 

B 

3.6 

Janus  Twenty  Fundt 

B 

C 

3.4 

IAA  Trust  Growth  Fund 

D 

C 

6.3 

Janus  Venture  Fundt 

B 

B 

9.1 

IAI  browth  &  income 

D 

B 

9.8 

Japan  Fund*  (F) 

C 

C 

civ 

IAI  1  ntornatinnal  FunH  (R 
IHI  II ILC1 1  IdllUI  Idl  ruiiu  \\  J 

B 

C 

39.5 

JP  Growth  Fund 

D 

B 

7.6 

IAI  Rporinnal  FunH 
ini  r\cgiuiia>  ruiiu 

B 

B 

8.9 

Kaufmann  Fund 

A 

F 

18.2 

IDEX  Fund 

B 

B 

4.2 

Kemper  Growth  Fund 

B 

c 

1.5 

IDEX  II  Growth 

B 

c 

3.6 

Kemper  International  Fund  (F) 

B 

B 

35.5 

IDEX  Fund  3} 

B 

B 

5.4 

Kemper  Invest-Growth-lnitial 

D 

B 

4.4 

IDS  Discovery  Fund 

B 

D 

9.5 

Kemper  Small  Capitalization  Equity 

B 

0 

16.6 

ll"lC  Cmilfn  Dlii- 

iuo  equity  rius 

B 

C 

14.6 

Kemper  Technology  Fund 

C 

C 

IDS  Growth  Fund 

B 

D 

8.6 

Kemper  Total  Return  (B) 

A 

D 

11.4 

IDS  International  Fund  (F) 

C 

C 

32.3 

Keystone  America  Equity  Income-A 

D 

A 

13.3 

All  data  through  Dec.  31,  1993.  *No  load,  no  12b-l  fee.  tClosed-end.  ^Closed  to  new  investors.  (B):  Balanced.  (F):  Foreign.  (G):  Global. 
Sources.  CDA/Wiesenberger;  Upper  Analytical  Services;  Forbes. 
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Fund 

Performance  in 

12-month 

Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

UP 

DOWN 

total 

markets— 

return 

markets— 

return 

Keystone  Amer  Hartwell  Emerg  Grow-A 

A+ 

F  ' 

4.6% 

Mass  Investors  Growth  Stock  Fund 

A 

D 

14  4% 

Keystone  America  Hartwell  Growth-A 

A 

D 

9.7 

Mass  Investors  Trust 

C 

B 

in  9 

Keystone  America  Omega-A 

A 

C 

19.4 

Mathers  Fund* 

F 

A 

2.1 

Keystone  Custodian  K-2 

B 

D 

13.2 

Mentor  Growth  Fund 

B 

D 

15.5 

Keystone  Custodian  S-l 

D 

B 

9.8 

Meridian  Fund* 

A 

D 

130 

Keystone  Custodian  S-3 

C 

D 

8  7 

Merrill  Lynch  Basic  Value  Fund-A 

B 

B 

99  (1 

Keystone  Custodian  S-4 

A 

F 

25.3 

Merrill  Lynch  Capital-A 

D 

A 

1  J.U 

Keystone  International  Fund  (F) 

0 

C 

30.4 

Merrill  Lynch  EuroFund-A  (F) 

D 

B 

31.9 

Keystone  K-l  Balanced  Income  (B) 

D 

C 

11  4 

Merrill  Lynch  Fund  for  Tomorrow-A 

D 

B 

4.7 

Keystone  Precious  Metals  (F) 

D 

c 

101.9 

Merrill  Lynch  Global-A  (G) 

C 

B 

23.8 

Kidder,  Peabody  Equity  Income-A 

D 

A 

1.6 

Merrill  Lynch  Grow  Inv  &  Retire-A 

B 

C 

V  7 
01./ 

iwea  runu  I  \ti 

C 

D 

56.8 

Merrill  Lynch  Healthcare  Fund-A  (G) 

C 

C 

9  K 

Landmark  Equity  Fund 

D 

D 

12.3 

Merrill  Lynch  Natural  Resources-A 

F 

A 

19.0 

Legg  Mason  Special  Investment 

A 

C 

24.1 

Merrill  Lynch  Pacific-A  (F) 

A 

B 

34.2 

Legg  Mason  Total  Return  Trust 

C 

C 

14.0 

Merrill  Lynch  Phoenix-A  (B) 

C 

C 

29.3 

1  arret  ftfl"»enn  V/^liia  Iciict 

Legg  iviason  value  1  rusi 

C 

B 

11.2 

ivicrriu  Lyncn  opecidi  vaiuc-H 

C 

D 

li  I 

LcXingion  uorp  Lcducrb  i  ium  runu 

B 

A 

17.6 

Merrill  Lynch  Technology-A  (G) 

A 

C 

91  3 

Ll.J 

Lexington  Global  Fund*  (G) 

B 

C 

31.8 

MetLife-State  Street  Cap  Apprec-A 

A 

D 

22.6 

Lexington  Goldfund  (G) 

D 

B 

87.0 

MetLife-State  Street  Equity  Income-A 

D 

B 

22.8 

Lexington  Growth  &  Income  Fund 

D 

C 

13.3 

MetLife  State  Street  Equity  Inv-A 

C 

C 

12.6 

LcXINglUll  OlrdLcglt  inVcSIITIClllS  \\j 

B 

F 

269.6 

Mexico  Fundt  (F) 

A+ 

A+ 

47  9 

1  ovincf+An  WnrlHu/iHp  Fmorainfj  MUtc*  /Fl 
LcAIHgLUM  VVUllUWIUC  ClllClg'llg  IVIftlb    \\  f 

C 

A 

63.4 

MFS  Capital  Growth 

D 

C 

4  4 

Liberty  All-Star  Equity  Fundt 

C 

C 

9.3 

MFS  Emerging  Growth 

A 

D 

2.0 

Liberty  Utility  Fund-A 

D 

A 

15.1 

MFS  Growth  Opportunity 

0 

D 

16.2 

Lindner  Dividend  Fund* 

D 

A 

14.9 

MFS  Managed  Sectors-A 

B 

D 

15.6 

Lindner  Fund* 

D 

A 

19.8 

MFS  Research  Fund 

B 

C 

£1.3 

Luru  huucu  ucvciupiiig  uruwin 

D 

F 

12.5 

MFS  Total  Return  (B) 

A 

C 

IS  1 

1  J.l 

Lord  Abbett  Fundamental  Value 

D 

B 

13.4 

MFS  Value 

B 

D 

25.2 

Lord  Abbett  Value  Appreciation 

B 

C 

14.0 

MFS  Worldwide  Equity  (G) 

C 

B 

29.4 

Lutheran  Brotherhood  Fund 

D 

A 

8.7 

MIM  Stock  Appreciation 

B 

C 

10.4 

MarlpnTiP  Amenran  Pnnrl 
ividl-nci  Itic  MIIICI  Hal i  rUllU 

D 

B 

22.8 

Mimlic  Investors  Fund  1 

D 

B 

1.2 

fWI  a  i  n  Qta  w      a  mt  a  1  Annror  i  at  inn 

ividinoidy- isdpiidi  Hpprecidiion 

B 

C 

14.0 

Monetta  Fundt 

B 

C 

U.J 

MainStay-Value  Fund 

B 

B 

13.5 

Morgan  Grenfell  SmallCapt 

B 

F 

8.5 

Mairs  &  Power  Growth* 

B 

C 

12.8 

Morgan  Keegan  Southern  Capital 

C 

D 

5.1 

Malaysia  Fundt  (F) 

A 

A 

82.4 

MSB  Fund* 

C 

C 

20.6 

iVIdlldgcro  capital  Hpprectauon 

B 

B 

16.3 

Mutual  Benefit  Fund 

B 

B 

O.J 

ividiidgcrs  income  tquuy 

C 

C 

11.7 

Mutual  Series  Fund-Beacon* 

C 

B 

99  Q 

ividnagcis  opccidi  equity 

A 

D 

17.0 

Mutual  Series  Fund-Mutual  Sharest 

C 

A+ 

9fl  Q 

Hftrifo  Minn  f^rnuithi" 

C 

C 

19.8 

Mutual  Series  Fund-Qualified}  . 

B 

A+ 

99  fi 

MAS-Equity* 

C 

B 

6.4 

National  Industries  Fund* 

F 

B 

1.4 

MAS-Small  Capitalization  Value* 

A 

D 

20.7 

Nationwide  Fund 

C 

B 

6.8 

MAS-Value* 

B 

C 

14.2 

Nationwide  Growth  Fund 

C 

B 

11.3 

All  data  through  Dec.  31,  1993.    *No  load,  no  12b-l  fee. 

tClosed-end.    tClosed  to  new  investors.    (B):  Balanced.  (F): 

Foreig 

n.    (G):  Global. 

Sources:  CDAA/Viesenberger:  Upper  Analytical  Services;  Forbes. 
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Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

-markets — 

return 

N  &  B  Guardian  Fund* 

A 

C 

14.5% 

N  &  B  Manhattan  Fund* 

B 

c 

10.0 

N  &  B  Partners  Fund 

p 

A 

A 

16.5 

N  &  B  Selected  Sectors* 

p 

p 
B 

16.3 

New  Alternatives  Fund 

r 

r 

p 

2.9 

New  Economy  Fund 

A 

C 

30.7 

New  Perspective  Fund  (G) 

C 

A 

26.9 

New  York  Venture 

A 

A 

n 
D 

15.9 

Nicholas-Applegate  Growth  Equity-A 

n 
U 

20.8 

Nicholas  Fund* 

Q 
D 

D 
D 

5.8 

Nicholas  II* 

B 

c 

6.3 

Nicholas  Limited  Edition} 

B 

B 

8.9 

Nomura  Pacific  Basin*  (F) 

D 
D 

p 

39.8 

North  American-Growth 

r 

n 

10.8 

Northeast  Investors  Growth* 

p 

R 
D 

2.3 

Oberweis  Emerging  Growth 

A 

F 

9.7 

Olympic  Trust-Equity  Income* 

B 

D 

15.8 

Oppenheimer  Discovery  Fund 

n 

n 

p 

1  7  Q 
l/.o 

Oppenheimer  Equity  Income  Fund  (B) 

D 

D 

p 

14.5 

Oppenheimer  Fund 

n 

u 

n 

u 

15.3 

Oppenheimer  Global  Fund  (G) 

B 

B 

42.6 

Oppenheimer  Gold  &  Special  Mins  (G) 

C 

C 

61.8 

U(jpcMNcirilcl  opcLldl  rUMU 

p 

p 

9  7 

L.I 

Oppenheimer  Target  Fund 

n 
u 

n 

u 

3.9 

Oppenheimer  Time  Fund 

p 

p 

19.6 

Oppenheimer  Total  Return-A 

B 

C 

21.0 

Pacific  Horizon-Aggressive  Growth 

A 

C 

7.3 

PainpWphhpr  Atlas  ftlnhal  firnwth.A  (HI 

T  all  IC  ftCUUCI  HUGO  VJIUUdl  OIUWLII  H  \U) 

p 

D 

p 

a1)  n 

PaineWebber  Blue  Chip  Growth  Fund-A 

p 

p 

13.5 

PaineWebber  Dividend  Growth-A 

n 
u 

A 

A 

-2.6 

PaineWebber  Growth  Fund-A 

B 

c 

19.0 

PaineWebber  Regional  Finl  Growth-A 

A 

c 

10.2 

Parnassus  Fund 

A 

c 
r 

17.1 

Pasadena  Growth  Fund 

A 
M 

n 
u 

•  -5.9 

Pax  World  Fund  (B) 

n 
u 

p 

-1.0 

Penn  Square  Mutual 

D 

B 

12.8 

Pennsylvania  Mutual  Fundi 

C 

B 

11.3 

Permanent  Portfolios-Permanent  (B) 

c 

C 

15.5 

Petroleum  &  Resources  Corpt 

F 

A 

14.1 

Ph i larfal nhia  FunH 
r  i  ii lauc i \j\ i id  ruiiu 

D 

B 

17.5 

Phoenix  Balanced  Fund  (B) 

B 

C 

D.H 

Phoenix  Convertible  Fund  (B) 

D 

B 

9.9 

All  data  through  Dec.  31,  1993.    *No  load,  no  12b-l  fee. 

tClosed-end.  tC 

Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Forbes. 
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Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

-markets— 

return 

Phoenix  Equity  Opportunity 

C 

B 

13.1% 

Phoenix  Growth  Fund 

D 

A 

4.3 

Phoenix  Income  &  Growth-A  (B) 

n 
D 

n 
D 

14.5 

Phoenix  Stock  Fund 

c 

B 

11.5 

Phoenix  Total  Return 

D 

A 

10.4 

Pilgrim  MagnaCap  Fund 

C 

B 

9.1 

Pilgrim  Regional  Banksharest 

B 

C 

3.0 

Pioneer  Fund 

C 

C 

14.2 

Pioneer  Growth 

A 

D 

8.3 

Pioneer  II 

p 

p 

18.5 

Pioneer  Income  (B) 

D 

A 

10.2 

Pioneer  Three 

B 

C 

16.2 

Piper  Jaffray  Value 

C 

B 

5.1 

T  Rowe  Price  Balanced  Fund*  (B) 

B 

D 

13.3 

T  Rowe  Price  Capital  Appreciation* 

D 

A 

15.6 

T  Rowe  Price  Equity  Income* 

C 

B 

14.8 

T  Rowe  Price  Growth  &  Income* 

C 

C 

12.9 

T  Rowe  Price  Growth  Stock* 

B 

C 

15.5 

T  Rowe  Price  Intl  Stock*  (F) 

B 

B 

40.0 

T  Rowe  Price  New  America  Growth* 

A 

D 

17.3 

T  Rowe  Price  New  Era* 

D 

B 

15.3 

T  Rowe  Price  New  Horizons* 

A 

D 

21.4 

i  Kowe  rnce  u  I L  runa 

C 

D 

1  Q  1 

lot 

Primary  Trend  Fund* 

F 

A 

11.4 

Principal  Preservation-Div  Achievers 

D 

B 

-5.0 

Principal  Preserv-S&P  100  Plus 

D 

B 

9.7 

Princor  Capital  Accumulation  Fund 

C 

B 

7.5 

Princor  Growth  Fund 

B 

D 

7  A 

Prudential  Equity  Fund-A 

B 

B 

22.0 

Prudential  Equity  Income-A 

p 

n 

D 

21.2 

Prudential  Global  Fund-A  (G) 

c 

D 

48.8 

Prudential  Growth  Fund-A 

D 

C 

9.0 

Pri iHpntia  1  f^m\A/th  Onnnrti initu-A 
riuuciiLiai  uiuwui  \j\j\jvi  iu i h Ly  n. 

n 
D 

n 
L) 

LJ.J 

Prudential  Utility  Fund-A 

I 

A+ 

16.2 

Putnam  Convertible  Income-Grow-A  (8) 

A 

D 

16.9 

Putnam  Energy-Resources  Trust 

F 

B 

12.7 

Putnam  Equity  Income-A 

D 

B 

16.5 

Putnam  Fund  for  Grow  &  Inc-A 

C 

A 

14.4 

George  Putnam  Fund  of  Boston-A  (B) 

B 

C 

10.9 

rutnam  uiouai  urowtn  runo-M  (b) 

A 

C 

Ql  Q 

Putnam  Health  Sciences  Trust-A 

C 

c 

-0.1 

Putnam  Investors  Fund-A 

B 

c 

17.5 

icU  IU  1  IcW  MIVCbLUIo.      ^D/.  DalallLcU.       \C  ). 
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Fund 

Performance  in 
UP  DOWN 
—markets— 

12-month 
total 
return 

Fund 

Performance  in 
UP  DOWN 
—markets— 

12-month 
total 
return 

Putnam  Manappn1  Inrnmp  TriKt-A 

D 

B' 

12.3% 

Sentinel  Growth  Fund 

D 

D 

3.3% 

Putnam  KIaui  Onnnrti  in  itiPC-  A 
rUKIdlM  licW  VJfJLJUl  lUI  1 1  Llto  n 

A 

0 

32.6 

Sentry  Fund*. 

C 

C 

5.9 

Putnam  OTC  Emerging  Growth-A 

A+ 

D 

31.8 

Sequoia  Fundi 

C 

A+ 

10.9 

Putnam  Vista  Fund-A 

B 

D 

17.2 

SIFE  Trust 

A 

C 

9.8 

Putnam  Voyager  Fund-A 

A 

D 

'  18.3 

Sit  Growth  &.  Income* 

D 

B 

3.1 

Oi iantitati\ip—Rn^tnn  fimw  &  Inr-Orip 

VrUa  1 1  LI  La  I 1 VC    i  i  Uj  lUM  «J  1  VJiV  OC  till*  vi  ig 

C 

B 

11.7 

Sit  Growth* 

A 

D 

8.5 

utUCol  1UI   VCIfUC  f  UIIU 

C 

B 

6.5 

Skyline  Fund-Special  Equities! 

A 

D 

22.5 

Reich  &  Tang  Equity 

C 

B 

13.8 

Smith  Barney-Income  &  Growth-A 

D 

A 

16.3 

RightimeBlue  Chip 

F 

A 

7.3 

Smith  Barney  Equity  Funds-A 

D 

B 

17.3 

Rightime  Fund 

D 

A 

7.9 

SBS  Aggressive  Growth-A 

A 

D 

21.1 

Rodney  Square  Multi-Mgr— Growth 

B 

C 

14.5 

SBS  Appreciation  Fund-A 

C 

B 

8.1 

Rnvrp  Funrl— Valnp 
rv  jyuc  f  uiiu  vaiuc 

D 

B 

10.7 

SBS  Equity-Growth  &  Oppor-A 

C 

C 

9.6 

Royce  Value  Trustt 

B 

C 

17.0 

SBS  Equity-Sector  Analysis-A 

D 

A 

5.7 

RPF  of  America-Growth  Fund 

B 

c 

Ml 

SBS  Equity-Strategic  Invs-A 

D 

A 

15.6 

Safeco  Equity  Fund* 

A 

c 

30.9 

SBS  Fundamental  Value  Fund-A 

B 

B 

19.7 

^afprn  Growth  Fund* 

B 

D 

22.2 

SBS  Global  Opportunities-A  (G) 

C 

D 

18.0 

Safeco  Income  Fund* 

D 

A 

12.6 

SBS  Income-Premium  Tot  Ret-A 

C 

B 

11.7 

Salomon  Brothers  Capital  Fund* 

C 

D 

17.0 

SBS  Invest-Directions  Value-A 

D 

C 

10.0 

Salomon  Brothers  Fundt 

D 

C 

11.6 

SBS  Invest-Special  Equities-A 

B 

F 

32.9 

Salomon  Brothers  Investors  Fund* 

C 

C 

14.8 

SBS  Precious  Metals  &  Minerals-A  (F) 

D 

D 

65.4 

Salomon  Brothers  Opportunity  Fund* 

c 

B 

12.7 

SBS  Telecommunications-Growth-A 

A 

D 

35.3 

SBSF  Fund 

D 

A 

20.4 

SoGen  International  Fundt 

D 

A 

26.1 

Schroder  International  Equity  (F) 

B 

C 

45.7 

Sound  Shore  Fund 

C 

B 

12.0 

Scudder  Capital  Growth  Fund* 

A 

D 

19.9 

Source  Capital  Fundt 

D 

A 

6.3 

Scudder  Development  Fund* 

B 

D 

8.8 

SAM  Value  Trust* 

A 

C 

22.2 

Scudder  Global  Fund*  (G) 

A 

C 

31.1 

Stagecoach  Corporate  Stock* 

0 

C 

8.9 

Scudder  Growth  &  Income* 

C 

B 

15.6 

^tafp  RnnH  C nmmnn  ^fnrlf 

OldlC  DUUU  UUMIIIIUI  :  OLULfx 

C 

c 

1.9 

Scudder  International  Fund*  (F) 

B 

B 

36.5 

State  Bond  Diversified 

D 

A 

9.6 

Scudder  New  Asia  Fundt  (F) 

A 

A 

73.3 

State  Street  Investment  Trust-A 

C 

B 

10.1 

Security  Equity  Fund 

B 

D 

14.5 

SteinRoe  Capital  Opportunities* 

A 

F 

27.5 

Security  Investment  Fund 

F 

B 

8.2 

SteinRoe  Prime  Equities* 

C 

B 

12.8 

Security  Ultra  Fund 

A 

F 

9.6 

SteinRoe  Special  Fund* 

A 

C 

20.1 

SEI  Index  S&P  500  Index* 

C 

C 

9.8 

SteinRoe  Stock  Fund* 

C 

D 

2.7 

Selected  American  Shares 

B 

A 

5.4 

SteinRoe  Total  Return*  (B) 

c 

F 

12.3 

Selected  Special  Shares 

C 

D 

10.6 

Stock  8.  Bond  Fund-A*  (B) 

F 

A 

10.5 

Seligman  Capital  Fund-A 

A 

D 

4.8 

Stratton  Growth  Fund* 

D 

B 

6.4 

Seligman  Common  Stock  Fund-A 

B 

B 

14.8 

Stratton  Monthly  Dividend  Shares* 

D 

A+ 

6.6 

Seligman  Communications  &  Info-A 

A+ 

D 

34.4 " 

Strong  Investment  Fund*  (B) 

F 

A 

14.5 

Seligman  Growth  Fund-A 

B 

D 

6.0 

Strong  Opportunity  Fund* 

C 

B 

21.1 

Seligman  Income  Fund  (B) 

C 

A 

16.0 

Strong  Total  Return*  (B) 

D 

B 

22.5 

Sentinel  Balanced  Fund  (B) 

p 

B 

9.6 

SunAmerica  Equity-Emerging  Growth 

A 

F 

15.7 

Sentinel  Common  Stock 

c 

A 

9.3 

SunAmerica  Equity-Growth 

B 

D 

10.8 

All  data  through  Dec.  31,  1993.    *No  load,  no  12b-l  fee.    tClosed-end.    {Closed  to  new  investors.    (B):  Balanced.  (F): 
Sources:  CDAAWiesenberger;  Upper  Analytical  Services;  Forbes. 
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A  BRIGHT  FINANCIAL  FUTURE 
REQUIRES  CREATIVE  VISION 
ANi  A  GOOD  PLAN. 


ASK  FOR 
A JANUS 
IRA  KIT 


Janus  Funds  would 
like  to  help  you  start 
1994  off  right  by  giv- 
ing you  everything 
you  need  to  open  your 
1993  IRA  (before  it's 
too  late),  as  well  as  some  useful  retirement 
planning  tools.  A  compliment  ary  Janus  IRA 
Kit  is  now  available  from  Janus  for  every- 
one needing  a  little  direction  for  their 
tomorrows. 

A  leader  in  the  no-load  mutual  fund 
industry  for  nearly  a  quarter-century, 
Janus  Funds  can  assist  you  in  developing 
and  refining  your  own  strategies  to 
reach  your  retirement  goals. 


Our  IRA  Kit  contains  a  useful  Retirement 
Planning  Worksheet  so  you  can  determine 
where  you  are  in  your  retirement  financial 
picture.  Also  included  are  simple  step-by- 
step  directions  to  help  you  figure  out  what 
to  set  aside  now  and  in  the  future  to  achieve 
a  comfortable  retirement. 

Call  or  send  in  the  coupon  below  to 
receive  your  Janus  IRA  Kit,  including  a 
prospectus  containing  more  complete 
information,  current  performance  figures 
and  an  IRA  application.  Please  read  the 
prospectus  carefully  before  you  invest  or 
send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  440 


YES  "  I  would  like  to  receive  a  Janus  IRA  Kit! 
Name  


Address 


City/State/Zip 


Janus  Funds  are  no-load  mutual  funds. 


Jan 


Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  440 

FORB 


440 


Fund 


Performance  in         12-month  Fund 
UP         DOWN  total 
—markets—  return 


Performance  in  12-month 
UP         DOWN  total 
—markets—  return 


SunAmerica  Value 

C 

D  ' 

19.4% 

Swiss  Helvetia  Fund1  (F) 

D 

A 

45.7 

Taiwan  Fund i  if) 

B 

C 

369 

Templeton  Emerging  Marketst  (G) 

A 

A 

28.6 

Templeton  Foreign  Fund  (F) 

C 

A 

36.8 

Templeton  Growth  Fund  (G) 

B 

B 

326 

Templeton  Smaller  Companies  Growth  (G) 

B 

D 

31.8 

Templeton  World  Fund  (G) 

C 

C 

33.5 

TNE  Growth  Fund  ; 

B 

C 

11.3 

TNE  Growth  Opportunities 

D 

C 

7.9 

TNE  Value  Fund 

B 

c 

16.9 

Thomson-Growth-A 

B 

B 

9.9 

Thomson-lnternational-A  (G) 

B 

D 

34.3 

Thomson-Opportunity-At 

A+ 

C 

36.8 

Tocqueville  Fund 

C 

n 
D 

22.4 

Transamerica  Capital  Appreciation-A 

D 

D 

6.4 

Transamerica  Growth  &  Income-A  (B) 

C 

C 

9.7 

Tri-Continental  Corpt 

c 

B 

6.9 

20th  Century  Giftrust  Investors* 

A+ 

D 

30.8 

20th  Century  Growth  Investors* 

A 

D 

3.5 

20th  Century  Select  Investors* 

C 

C 

14.6 

20th  Century  Ultra  Investors* 

A+ 

D 

21.8 

20th  Century  Vista  Investors* 

A 

F 

5.2 

UMB  Stock  Fund* 

D 

A 

10.6 

United  Accumulative  Fund 

D 

B 

8.8 

United  Continental  Income  (B) 

B 

D 

13.1 

United  Income  Fund 

B 

B 

16.0 

United  International  Growth  (F) 

D 

A 

46.2 

United  Kingdom  Fundt  (F) 

D 

B 

26.4 

United  New  Concepts  Fund 

B 

C 

10.7 

United  Retirement  Shares  (B) 

A 

c 

12.7 

United  Science  &  Energy 

C 

B 

8.3 

United  Services-Gold  Shares*  (F) 

F 

D 

125.6 

United  Services-World  Gold  Fund*  (G) 

C 

D 

89.8 

United  Vanguard  Fund 

D 

C 

14.2 

USAA  Investment-Cornerstone  Fund*  (G) 

C 

B 

23.8 

USAA  Investment-Gold  Fund*  (F) 

0 

D 

58.3 

USAA  Mutual-Aggressive  Growth* 

B 

F 

8.2 

USAA  Mutual-Growth* 

D 

C 

7.4 

USAA  Mutual-Income  Stock  Fund* 

D 

A 

11.6 

UST  Master  Funds-Equity 

B 

D 

16.3 

All  data  through  Dec.  31,  1993.  *No  load,  no  12b- 1  fee.  tClosed-end. 
Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Forbes. 


UST  Master  Funds-Income  &  Growth 

C 

C 

19.3% 

Value  Line  Convertible' 

C 

B 

14.7 

Value  Line  Fund' 

B 

D 

6.7 

Value  Line  Income* 

D 

A 

8.1 

Value  Line  Leveraged  Growth  Inv' 

D 

B 

n 
U 

16.1 

Value  Line  Special  Situations  Fund* 

D 

F 

12.8 

Van  Eck  Gold/Resources  (G) 

D 

B 

78.1 

Van  Eck  International  Investors  (F) 

C 

D 

113.4 

Van  Eck  World  Trends  Fund  (G) 

C 

B 

22.3 

Van  Kampen  Growth  &  Income-A 

U 

n 
D 

1  A  O 

14.0 

Vanguard  Explorer  Fund* 

c 

D 

15.0 

Vanguard  lndex-500  Portfolio* 

B 

B 

9.9 

Vanguard  International  Growth  Port*  (G) 

C 

C 

44.7 

Vanguard/Morgan  Growth  Fund* 

c 

C 

7.1 

Vanguard  Quantitative  Portfolios* 

P 

U 

1  7  7 

lo./ 

Vanguard  Small  Cap  Stock 

B 

F 

18.5 

Vanguard  Special-Energy 

D 

B 

26.0 

Vanguard  Special-Gold  &  Precious  (F) 

C 

D 

93.2 

Vanguard  Special-Health  Care 

A 

B 

11.6 

vanguaru  opeciai— oervice  economy 

D 

n 

1 1  Q 

11.9 

Vanguard  Special-Technology 

c 

D 

10.9 

Vanguard/Trustees'  Equity-lntl*  (F) 

c 

C 

30.5 

Vanguard/Trustees'  Equity-US* 

c 

C 

17.2 

Vanguard  US  Growth  Portfolio* 

c 

B 

-1.4 

vdi igUai u/ vvci icMcy  MiLumc  ruiu  \di 

c 

A 

14.6 

Vanguard/Wellington  Fund*  (B) 

B 

C 

13.4 

Vanguard/Windsor  Fundt 

B 

B 

19.2 

Vanguard/Windsor  II* 

c 

C 

13.5 

Vontobel  EuroPacific  Fund*  (F) 

D 

B 

41.5 

Vnvapeur  Growth  Stork 

c 

c 

-5.1 

Warburg  Pincus  Capital  Appreciation* 

c 

B 

15.7 

Washington  Mutual  Investors 

c 

A 

13.1 

Winthrop  Focus  Funds-Aggressive  Grow 

A 

D 

21.6 

Winthrop  Focus  Funds-Growth 

D 

0 

13.8 

Winthrop  Focus  Funds-Growth  &  Income 

D 

B 

15.6 

Worldwide  Value  Fundt  (G) 

C 

D 

29.7 

WPG  Growth  &  Income* 

B 

D 

9.5 

WPG  Growth  Fund* 

B 

D 

14.8 

WPG  Tudor  Fund* 

B 

D 

13.3 

Z-Seven  Fundt  (G) 

D 

D 

21.0 

Zweig  Fundt 

D 

A 

14.3 

Zweig  Series-Priority  Selection-A 

D 

A 

13.5 

sed  to  new  investors.    (B):  Balanced.  (F): 

roreign. 
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Announcing  Three  New  Vanguard  Index  Portfolios 


NOW  PUT  YOUR  INCOME 
STRATEGY  INTO  SHARPER  FOCUS 


IN  1976,  Vanguard  boldly  pio- 
neered the  concept  of  index- 
ing for  the  individual  investor 
by  introducing  the  world's  first 
equity  index  mutual  fund.  A  dec- 
ade later  we  established  the  first 
bond  index  portfolio.  Since  then, 
Vanguards  index  fund  family  has 
grown  to  11  Portfolios  and  $16  bil- 
lion in  assets.  Now,  continuing  our 
tradition  of  leadership,  we  are 
pleased  to  announce  three  new, 
innovative  bond  index  portfolios. 

Select  From  A  Choice 
Of  Maturities 

Each  of  the  three  new  Portfolios  of 
Vanguard  Bond  Index  Fund  repre- 
sents a  specific  maturity  seg- 
ment of  the  bond  market— short- 
term,  intermediate-term,  or 
long-term— and  seeks  to  track  an 
index  representing  a  comparable 
sector  of  the  Lehman  Brothers 


VANGUARD  BOND  INDEX  FUND 


Portfolio  and 
Average  Maturity" 


Asset 
Mix 


Interest 
Hate  Risk 


Short  Term 
Bond  Portfolio 

(New) 

2.9  Years 


Low 


Intermediate  Term 
Bond  Portfolio 

(New) 

7.5  Years 


Medium 


Long-Term 
Bond  Portfolio 

(New) 

23.3  Years 


High 


Total  Bond 
Market  Portfolio 

(Established 
12/11/86) 

8.9  Years 

"Composition  of  Indexes  as  of  9/30/93. 
H  U.S.  Treasury  and  Government  Bonds 
Investment  Grade  Corporate  Bonds 
U.S.  Government-Sponsored  Mortgage- 
Backed  Securities 


Medium 


Aggregate  Bond  Index,  a  recog- 
nized composite  of  the  U.S.  bond 
market.  These  indexes  are  com- 
prised of  U.S.  Government  and 
investment-grade  corporate 
bonds,  but  do  not  include  mort- 
gage-backed securities. 

Our  original  bond  index  fund, 
now  renamed  Vanguard  Total 
Bond  Market  Portfolio,  seeks  to 
replicate  the  results  of  the  total 
universe  of  domestic  fixed- 
income  securities  as  measured 
by  the  Lehman  Aggregate  Index, 
which  includes  GNM  As  and 
other  mortgage-backed  issues. 

By  focusing  on  individual 
sectors  of  the  bond  market,  the 
Fund's  new  Portfolios  enable  you 
to  invest  according  to  your  objec- 
tives for  reward  and  tolerance 
for  risk. 

The  Advantages  Of  Indexing 

Low  Cost.  A  key  advantage  of 
index  investing  is  the  significant 
cost  savings  that,  over  time,  can 
translate  into  higher  returns 
for  investors.  The  Portfolios  of 
Vanguard  Bond  Index  Fund  have 
expected  expense  ratios  of  just 
0.18%— a  hard-to-match  expense 
standard  for  bond  mutual  funds. 
The  average  actively  managed 
bond  fund  had  an  operating 
expense  ratio  of  1.06%  in  1992t 
which  is,  amazingly,  more  than 
400%  higher  than  Vanguard  Bond 
Index  Fund. 

Relative  Predictability.  An  index 
fund  seeks  performance  that  is 
predictable  relative  to  its  target 
index.  This  approach  reduces 
the  impact  of  the  unpredictable 
—but  inevitable— ups  and  clowns 
of  individual  securities.  Of 
course,  indexing  does  not  pro- 
tect investors  from  bond  market 
volatility. 

Broad  Diversification.  Each  Port- 
folio holds  a  representative  sam- 


ple of  bonds  in  its  maturity  cate- 
gory. Such  broad  diversification 
helps  cushion  your  investment 
from  the  risk  of  default  by  any 
single  issuer. 

Invest  With  A  Leader 
In  The  Mutual  Fund  Industry 

Vanguard,  the  nations  largest 
pure  no-load  mutual  fund  family, 
offers  commission-free  investing, 
unlimited  checkwriting  privi- 
leges ($250  minimum  per  check), 
and  first-rate  shareholder 
service. 

$3,000  minimum  initial  invest- 
ment per  Portfolio;  $500  for  IR  As. 

Important  Information 
For  Investors 

A  subscription  period  for  the 
Short-Term,  Intermediate-Term, 
and  Long-Term  Port  folios  of 
Vanguard  Bond  Index  Fund  is 
currently  underway.  During  this 
period,  expected  to  end  on  March 
1, 1994,  shareholders'  assets  will 
be  invested  in  money  market 
instruments  to  allow  the  Portfo- 
lios to  accumulate  sufficient 
assets  for  investment  beginning 
March  1, 1994. 

Call 

1-800-645-7999 

For  Your  Free 
Vanguard  Information  Kit 

The  K  it  conl  ains  a  Vanguard  Bond  Index 
Fund  prospectus  with  more  complete 
information  on  distribution  charges  and 
other  expenses.  Please  read  it  carefully 
before  investing  or  sending  money. 

The  Portfolios  of  Vanguard  Bond  Index 
Mind  are  neither  sponsored  by  nor  affili- 
ated with  Lehman  Brothers,  Inc. 

'Source:  Lipper  Analytical  Service. 

©  Vanguard  Marketing  Corp.,  Distributor 
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*J*OF  INVESTMENT  COMPANIES 


'1993  Bankers  Trust  New  York  Corporation  an3  its  affiliated  companies. 


Bankers  Trust 


Risks  prowl  ceaselessly  around  every  business. 


Usually,  they  hunt  in  packs.  Dealing  with  them  piecemeal  is 


ineffective.  More  often  than  not,  they're  linked. 


Nowhere  is  that  linkage  more  intricate  than  in  the 


airline  business.  Fuel  prices,  interest  rates,  currency  swings, 


load  factors,  even  political  pitfalls  —  each  risk  has  to  be 


examined  in  light  of  the  others. 


Risks  hardly  ever  travel  alone 


To  bring  an  element  of  stability  to  an  industry  that 


changes  minute  by  minute,  Bankers  Trust  has  found  a  way  of 


analyzing  the  airline  business  and  attaching  a  monetary 


value  to  many  of  the  operational  risks  it  faces.  A  risk 


management  plan  that  can  turn  volatility  into  profitability. 


With  our  hands  at  the  reins,  you'll  see  which  risk 


will  hurt  you  and  which  you'll  profit  by.  So  risk  will  do  your 


bidding,  not  take  you  unawares. 


^  E  A  D      FROM  STRENGTH. 


WSm  mst 


IE  FUNDS 


Taxable 

bond 

funds 

Many  bond  funds  outperformed  many  stock  funds  in 
1993.  While  short-term  interest  rates  stayed  fairly  flat,  the 
yield  on  the  30-year  Treasury  fell  a  percentage  point  to 
6.4%  by  year-end,  turbocharging  returns  on  intermediate 
and  long-term  bond  funds.  The  higher  the  percentage  of 
longer-term  bonds  in  a  fund's  portfolio,  the  better  it  did. 

For  1994?  Don't  expect  a  repeat  of  1993.  If  interest 
rates  drop  again,  they  are  unlikely  to  drop  as  much  as  in 
1993.  You  have  a  choice.  If  you  think  rates  will  head  up, 
move  into  a  fund  with  shorter  maturities.  If  you  think  rates 
will  fall  or  stay  stable,  stick  with  long  maturities,  but  be 
aware  that  you  probably  won't  match  last  year's  returns. 

As  falling  rates  inspired  homeowners  to  prepay  their 
mortgages,  many  funds  full  of  mortgage -backed  securities 
had  a  tough  year.  Putnam  Adjustable  Rate  U.S.  Govern- 
ment-A,  for  instance,  returned  just  0.4%.  But  some,  such 
as  Managers  Intermediate  Mortgage,  racked  up  high 
returns  by  skillfully  juggling  risky  mortgage  derivatives. 

Junk  bond  funds  had  another  fine  year — their  third 
straight.  With  a  mix  of  high  interest  coupons  and  splendid 
capital  gains,  they  returned  19.5%  versus  10.7%  for  high- 
grade  bond  funds.  Junk  bond  defaults  slowed  to  a  trickle. 

Barring  a  market  collapse,  junk  bonds  should  have 
another  pretty  good  year  in  1994.  They  still  yield  about 
2.5  percentage  points  higher  than  long  U.S.  Treasurys  and 
tend  to  be  less  exposed  to  an  increase  in  interest  rates, 
because  they  have  maturities  far  shorter  than  a  30-year 
Treasury.  But  be  careful:  Some  funds  may  be  tempted  to 
buy  low-grade  junk  in  an  effort  to  make  yields  look  good. 

Whichever  bond  funds  you  use,  keep  this  firmly  in  mind: 
High  operating  expenses  are  a  drag  on  returns.  Compare 
Keystone  Custodian  B-l's  8.8%  return,  for  example,  with 
Scudder  Income's  12.7%.  A  good  piece  of  the  difference  is 
accounted  for  by  Keystone's  stratospheric  expense  ratio  of 
around  2%. 

All  the  funds  in  our  tables  are  seasoned.  We  require  at 
least  $100  million  in  assets  and  a  five-year  record.  The 
benchmark  for  investment-grade  funds  is  the  Merrill 
Lynch  corporate/government  bond  index,  which  we  slice 
into  monthly  stretches  of  up  or  down  performance. 
Interna. tionai  funds  are  graded  against  the  monthly  returns 
of  the  dollar-denominated  J. P.  Morgan  Global  Govern- 
ment Bond  Index.  Junk  funds  are  measured  against  the 
Merrill  Lynch  High  Yield  Master  Index  through  two  full 
up-and-down  cycles,  beginning  Feb.  28,  1987. 
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AAL  bono  runa 

n 
D 

p 

Q  00/ 
0.0 /o 

AARP  Income^GNMA  &  US  Treasury* 

n 

D 
D 

6.0 

AARP  Income-High  Quality  Bond* 

R 
b 

u 

11.0 

ACM  Government  Income  Fundi 

A 
A 

p 

21.8 

ACM  Government  Opportunity  Fundt 

A 

c 

21.4 

ACM  Government  Securities  Fundt 

A 

A 

p 

01  0 

Li.L 

ACM  Government  Spectrum  Fundt 

A 
A 

U 

21.9 

ACM  Managed  Income  Fundt 

A+ 

p 

34.1 

Advantage  Government  Securities 

A 

A 

p 

0 

18.4 

AIM  Government  Securities  (C) 

D 

B 

7.0 

AIM  Hioh  ViolH  Funrl  IC\  A  l\\ 

mi rvi  nign  Tieia  runa  ilj-m  \ii 

b 

p 

10. u 

AIM  Income  Fund  (C) 

A 
A 

n 

15.3 

AIM  Limited  Maturity  Treas  Shares 

n 

A 
A 

4.4 

Alliance  Bond-Corporate  Bond-A 

A+ 

P 
l< 

31.1 

Alliance  Bond-US  Government-A 

B 

D 

9.7 

Alliance  Mortgage  Sees  Income-A 

p 
1/ 

p 

in  i 

American  Capital  Bondt 

R 
b 

n 
u 

13.1 

American  Capital  Corp  Bond  Fund-A 

P 

u 

p 

L. 

11.6 

American  Capital  Federal  Mortgage-A 

n 

V 

D 

b 

3.1 

American  Capital  Government  Secs-A 

B 

D 

8.1 

American  Capital  High  Yield  Inv-A  (J) 

p 

U 

1Q  1 

American  Government  Income  Fundt 

A, 

A+ 

n 
u 

15.9 

American  Government  Income  Portt 

A+ 

u 

12.5 

Babson  Bond-Portfolio  L* 

D 

D 

p 

11.2 

Bartlett  Capital  Trust-Fixed  Income* 

c 

c 

6.9 

Benham  GNMA  Income* 

p 
\j 

p 
b 

D.D 

Benham  Target  Maturities-2000* 

A, 

M+ 

r 

15.5 

Benham  Target  Maturities-2005* 

A  , 
rt+ 

r 
r 

21.6 

Benham  Treasury  Note* 

p 

u 

p 

7.9 

Bernstein  Short  Duration  Plus* 

F 

A 

5.4 

DldCKnuuK  income  iruMi 

p 

b 

u 

BlackRock  Target  Term  Trustt 

A 

A 

n 
u 

8.5 

Bond  Fund  of  America 

p 

b 

R 

b 

14.1 

Capital  World  Bond  (1) 

R 

B 

n 

V 

16.7 

Cardinal  Government  Obligations 

u 

A 

A 

4.4 

Colonial  Federal  Securities-A 

B 

D 

19  1 

colonial  nign  iieiu  oecs-A  U) 

B 

C 

1Q  7 

13./ 

Colonial  Income  Fund-A 

C 

B 

19  1 

Colonial  US  Government  Fund-A  • 

D 

A 

7 
j.i 

Columbia  Fixed  Income  Securities* 

B 

D 

10.5 

Common  Sense-Government 

B 

D 

8.2 

Composite  US  Government  Sees 

C 

C 

8.1 

All  data  through  Dec.  31,  1993.  *No  load,  no  12b-l  fee.  tClosed- 
end.    tClosed  to  new  investors.    (I):  International  bond.    (J):  Junk  bond. 
Sources:  CDA/Wiesenberger;  Lipper  Analytical  Services;  Forbes. 
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Comstock  Partners  Strategy-A 

D 

A 

20.1% 

Dean  Witter  Federal  Securities 

n 
D 

0 

q  l 

J.l 

Dean  Witter  Government  Inct 

r\ 
V 

A 

5.4 

Dean  Witter  High  Yield  Sees  (J) 

A+ 

r 
t 

31.5 

Dean  Witter  US  Govt  Securities 

U 

n 
b 

7.1 

Delaware  Group  Delchester  Fund  (J) 

c 

c 

16.5 

Dplaware  Grnun  Treas  Rps  Intermed 

n 
u 

A 

j.j 

Delaware  Group  US  Government 

p 

p 

7.8 

Dreyfus  A  Bonds  Plus* 

A 
A 

n 
L) 

14.9 

Dreyfus  GNMA  Fund 

U 

n 
b 

7.1 

Dreyfus  100%  US  Treasury  Intermed* 

B 

D 

11.0 

Dreyfus  100%  US  Treasury  Long  Term* 

A+ 

r 

r 

1U.U 

Dreyfus  Premier  GNMA-A 

p 

p 
b 

8.2 

Dreyfus  Short-Intermediate  Govt* 

n 
U 

b 

7.3 

Dreyfus  Strategic  Governments  Inct 

p 

p 

10.0 

Dreyfus  Strategic  Income 

A 

D 

15.1 

Fatnn  Vanrp  Government  Obligations 

p 

n 
D 

q  ? 

J.L 

Eaton  Vance  High  Income  Trust  (J) 

p 

p 

16.9 

Federated  High  Yield  Trust*  (J) 

D 

D 

p 

17.4 

Fidelity  Advisor  High  Yield  (J) 

ft 

A 

20.4 

Fidelity  Advisor  Short  Fixed-Income 

D 

A+ 

9.5 

FiHplitv  fanital  ft  Income  Fund*  (11 

A 

A 

n 
b 

24.9 

Fidelity  Ginnie  Mae* 

U 

n 
b 

6.1 

Fidelity  Global  Bond*  (1) 

p 

A 

A 

21.9 

Fidelity  Government  Securities  Fund* 

b 

p 

12.3 

Fidelity  Intermediate  Bond* 

c 

c 

12.0 

FiHplitv  Invpstmpnt  firadp  Rnnri* 

n 
b 

b 

16.2 

Fidelity  Mortgage  Securities* 

L) 

n 
b 

6.7 

Fidelity  Short-Term  Bond  Port* 

U 

ft 

A 

9.1 

First  Australia  Prime  Incomet  (1) 

p 

n 
b 

18.7 

First  Boston  Incomet 

c 

A 

18.4 

First  Invpstnrs  Fund  fnr  Inrnmp  (11 

U 

U 

18 1 

First  Investors  Government 

p 

p 

4.0 

First  Investors  High  Yield  (J) 

p 

V 

17.0 

Flag  Investors  Total  Return  US  Treas-A 

A 

r 

r 

8.8 

Fort  Dearborn  Income  Securitiest 

A 

D 

9.8 

Fnrtis  Spruritipst 

1  '-JI  11  J  Jf-UI  lilt  J 

n 
L) 

A 

12.8 

Fortis  US  Govt  Securities 

p 

p 

8.3 

FPA  New  Income 

n 
b 

A 

A 

10.1 

Franklin  Adj  US  Government  Sees 

r 

r 

A 

A 

1.3 

Franklin  AGE  High  Income  (J) 

C 

D 

17.5 

Franklin  Global  Government  Income  (1) 

D 

B 

18.6 

Franklin  Short-lntermed  US  Govt 

D 

B 

7.7 

Franklin  Tax- Advantaged  US  Govt 

C 

B 

8.5 

Franklin  US  Government  Securities 

D 

A 

6.9 

Fund  for  US  Government  Secs-A 

D 

B 

4.9 

All  data  through  Dec.  31,  1993.  *No  load,  no  12b-l  fee.  tClosed-end. 
Sources:  CDA/Wiesenberger;  Lipper  Analytical  Services;  Forbes. 
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Global  Government  Plust  (1) 

B 

D 

17.8% 

oioDdi  income  rlUSI  \\) 

C 

A 

17  fl 

Global  Yield  Fundt  (1) 

D 

B 

17.5 

Government  Income  Securities 

D 

B 

4.7 

Gradison-Mc Donald  Government  Income 

C 

B 

8.2 

GT  Global  Government  Income-A  (1) 

c 

B 

25.4 

PT  P  |«U-i|  ClrttnrMt  Inonma    A  l\\ 

ui  uiooai  strategic  income-A  (i) 

A 

C 

A2  7 
HO./ 

John  Hancock  Freedom  Global  Inc-A  (1) 

D 

D 

9.2 

John  Hancock  Income  Securitiest 

B 

B 

13.1 

John  Hancock  Investors  Trustt 

B 

B 

13.4 

John  Hancock  Limited  Term  Govt-A 

D 

B 

71 

John  Hancock  Sovereign  Bond-A 

C 

B 

1  1  Q 
11.0 

John  Hancock  Sovereign  US  Govt  Inc-A 

B 

C 

9.3 

John  Hancock  Strategic-Income  (J) 

D 

B 

14.0 

Harbor  Bond* 

A 

C 

12.4 

IAI  Bond  Fund 

A+ 

F 

12.4 

iuo  Donu  runa 

A 

C 

1  {  A 
ID.  4 

IDS  Extra  Income  (1) 

C 

c 

21.0 

IDS  Federal  Income 

D 

A 

5.9 

IDS  Selective  Fund 

A 

D 

13.1 

IDS  Strategy-Income 

B 

D 

14.8 

InterCapifal  Income  Securitiest 

D 

A 

1 1  7 
11./ 

Intermediate  Bond  Fund  of  America 

C 

C 

9.1 

Invesco  High  Yield  (J) 

n 
U 

ft 

A 

15.7 

Invesco  Select  Income 

D 

A 

11.4 

Investors  Trust-US  Government  Sees 

C 

B 

7.9 

Janus  Flexible  Income* 

c 

1^  7 
13./ 

Kemper  Adjustable  Rate  US  Govt 

c 

D 

4.9 

Kemper  Diversified  Income  (J) 

B 

B 

20.9 

Kemper  High  Yield  Fund  (J) 

B 

C 

20.3 

Kemper  Inc  &  Cap  Preservation 

C 

C 

11.7 

Kemper  Intermediate  Governmentt 

C 

0 

o.U 

Kemper  Invest-Diversif ied-lnitial 

L) 

A  , 

A+ 

19.8 

Kemper  Invest-Government-lnitial 

n 

B 

u 

4.8 

Kemper  Invest-High  Yield-Initial  (J) 

B 

D 

19.2 

Kemper  US  Government  Securities 

B 

D 

6.3 

Keystone  Custodian  B-l 

C 

D 

li  s 
0.8 

Keystone  Custodian  B-2 

0 

B 

13.8 

Keystone  Custodian  B-4  (J) 

c 

D 

26.1 

Legg  Mason  Inc-US  Govt  Intermed 

c 

C 

6.9 

Lexington  GNMA  Income* 

B 

C 

8.1 

Liberty  Financial  US  Govt  Sees 

D 

C 

5.8 

Liberty  High  Income  Bond  rund-A  (J) 

A 

C 

1/.3 

Lord  Abbett  Bond-Debenture  Fund  (J) 

D 

A 

16.0 

Lord  Abbett  Global  Fund-Income  (1) 

A 

D 

11.4 

Lord  Abbett  US  Government  Sees 

B 

D 

9.4 
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Fund                                          Performance  in  12-month 

UP         DOWN  total 
-markets-  return 

Fund                                          Performance  in  12-month 

UP         DOWN  total 
—markets—  return 

Lutheran  Brotherhood  Income  Fund          B           C  101% 
Mackenzie  Fixed  Income  Trust                A           D  15.4 
MainStay-Government                        C           D  5.9 
MainStay-High  Yield  Corp  Bond  (J)           B  21.6 
Managers  Intermediate  Mortgage*            A           B  '114 

Phoenix  High  Yield  (J)                          D           A  215% 
Pilgrim  Prime  Rate  Trust                      F           A+  5.9 
Pioneer  Bond  Fund                            C           B  11.4 
Pioneer  Interest  Sharest                     C           B               9  6 
Piper  Jaffray  Government  Income             B           D  10.0 

MAS-Fixed  Income*                         A  13.7 
MassMutual  Corporate  Investorst            f           A+  19.9 
Mentor  incomet                               0           A  10.2 
Merrill  Lynch  Corp-High  Income-A  (J)         C           A  17.4 
Merrill  Lynch  Corp-High  Quality-A            B           C  12.5 

Piper  Jaffray  Institutional  Govt  Inc            A           B  15.6 
T  Rowe  Price  GNMA  Fund*                    C           B  6.1 
T  Rowe  Price  High  Yield  (J)                   C           B  218 
T  Rowe  Price  Intl  Bond*  (1)                    A+          F               20 1 
T  Rowe  Price  New  Income*                    B           C                9  6 

Merrill  Lynch  Corp-intermediate-A           B           B  11.8 
Merrill  Lynch  Federal  Securities-A           C           B  7.3 
Merrill  Lynch  Global  Bond  Inv  &  Ret-A  (1)     B           C               12  8 
Merrill  Lynch  World  Income-A  (1)              D           A+  24.1 
MetLife-State  Street  Govt  Secs-A            B           D  9.6 

T  Rowe  Price  Short-Term  Bond  Fund*        D           A  6.6 
Princor  Government  Sees  Income             B           D  9.1 
Prudential  GNMA  Fund-A                    D           C  5.0 
Prudential  Government  Plus-A               B           0               7  8 
Prudential  Govt  Secs-lntermed-B            D           C  7.4 

MetLife-State  Street  High  Income-A  (J)       B           C  22.3 
MFS  Bond  Fund                               B           C  13.8 
MFS  Government  Limited  Maturity           D           C                7  0 
MFS  Government  Markets  Incomet          C           C  11.7 
MFS  Government  Mortgage                   C           D  7.1 

Prudential  High  Yield-A  (J)                     D           C  17.3 
Prudential  Intermed  Global  Inc-A(l)          D           A  16.0 
Prudential  US  Government-A                 A           F  11.7 
Putnam  Adjustable  Rate  US  Govt-A          F           B  0.4 
Putnam  American  Government  Trust         C           D  6.0 

MFS  Government  Securities                  C           C  9.0 
MFS  High  Income-A  (J)                        C           D  18.5 
MFS  Intermediate  Incomet                   D           C               12  0 
MFS  Intermediate  Income  Fund              D           D  9.2 
MFS  Multimarket  Income  Trustt             C           B  12.9 

Putnam  Diversified  Income  Trust-A          C           A  15.8 
Putnam  Federal  Income  Trust                B           D  4.9 
Putnam  Global  Governmental  Income  (1)      B           C  13.6 
Putnam  High  Inc  Convert  &  Bondt           D           A+  23.5 
Putnam  High  Yield  Advantage  (J)              A           B  210 

MFS  Worldwide  Governments  (1)               B           C  13.2 
Montgomery  Street  Income  Secst             B           B  12.5 
Nationwide  Bond  Fund                       B           D  10.7 
N  &  B  Limited  Maturity  Bond*                D           A  6.8 
N  &  B  Ultra  Short  Bond*                      F           A  3.2 

Putnam  High  Yield  Trust-A  (J)                 C           B  18.4 
Putnam  Income  Fund-A                       B           B  11.9 
Putnam  Intermediate  Govt  Incomet          C           C  8.7 
Putnam  Master  Income  Trustt                B           B  15.6 
Putnam  Master  Intermediate  Incomet        C           B               14  0 

New  America  High  Incomet                   F            B  34.3 
Nicholas  Income  Fund*                      D           A+  13.0 
North  American  US  Govt  Securities           C           C                7  6 
Northeast  Investors  Trust*                     D           A+  23.5 
Oppenheimer  Government  Securities-A       C           B  7.8 

Putnam  Premier  Income  Trustt              B           B  15.2 
Putnam  US  Govt  Income-A                   D           B  5.6 
Quest  for  Value-US  Govt  Income             D           B  6.6 
Scudder  GNMA  Fund*                       C           C  6.0 
Scudder  Income  Fund*                       B           C  12.7 

Oppenheimer  High  Yield-A  (J)                 F           A  20.5 
Oppenheimer  Multi-Sector  Incomet          D           A  15.7 
Oppenheimer  US  Government  Trust          C           C  8.0 
Pacific  American  Income  Sharest            C           A  13.6 
Pacific  Horizon-US  Government              C           B                6  9 

Scudder  International  Bond  Fund*  (1)         A           D  15.8 
Scudder  Short  Term  Bond*                    D           A  8.2 
Security  Income-Corporate  Bond             B           C  13.8 
Sentinel  Government  Securities  Fund        B           C  9.3 
Smith  Barney-US  Government-A             B           C  64 

PaineWebber  Global  Income-A  (1)             C           B  141 
PaineWebber  High  Income  Fund-A  (J)         A           C  22.7 
PaineWebber  Income  Fund-A                 A           D  13.4 
PaineWebber  Investment  Grade  Income-A    B           B               13  3 
PaineWebber  US  Government  Income-A      C           C                6  5 
Permanent  Poaf olios-Treasury  Bill           F           A+  2.3 

SBS  Income-High  Income-A  (J)               C           C               19  6 
SBS  Invest-Government  Secs-A              A           D  10.9 
SBS  Invest-lnvest  Grade  Bond-A             A+          F  18.7 
SBS  Managed  Governments-A                B           D  91 
Spartan  Limited  Maturity  Govt*               D           A  6.4 
Stagecoach  US  Government  Alloc             A           D               17  5 

All  data  through  Dec.  31.  1993.  *No  load,  no  12b-l  fee.    tClosed-end.    tClosed  to  new  investors.    (1):  International  bond.    (J):  Junk  bond. 

Sources:  CDA/Wiesenberger;  Lipper  Analytical  Services:  Forbes. 
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State  Mutual  Securities  Trustt 

C 

A 

12.5% 

United  Bond  Fund 

B 

D 

13.2% 

State  Street  Research  Govt  Income-A 

B 

D 

9.9 

United  Government  Securities 

B 

D 

10.0 

SteinRoe  Income  Fund* 

P 

B 

13.1 

United  High  Income  Fund  (J) 

C 

D 

17.6 

SteinRoe  Intermediate  Bond  Fund* 

C 

C 

9.2 

United  High  Income  Fund  II  (J) 

D 

B 

17.4 

Strong  Advantage  Fund* 

F 

A+ 

7.9 

US  Government  Securities 

C 

B 

10.4 

Strong  Government  Securities* 

C 

A+ 

12.8 

USAA  Mutual-Income* 

A 

D 

9.9 

Strong  Income  Fund* 

0 

C 

16.8 

UST  Master  Funds-Managed  Income 

A 

D 

12.6 

Strong  Short-Term  Bond* 

D 

A 

9.3 

Value  Line  US  Government  Sees* 

C 

B 

9.8 

SunAmerica  Federal  Securities 

D 

C 

2.1 

Van  Eck  World  Income  Fund  (1) 

B 

D 

4.9 

SunAmerica  Government  Securities 

F 

A 

4.4 

Van  Kampen  High  Yield  Fund-A  (J) 

C 

D 

17.9 

Templeton  Global  Incomet  (1) 

C 

B 

12.9 

Van  Kampen  US  Government-A 

C 

C 

8.0 

Templeton  Income  Fund  (G) 

D 

A 

10.3 

Vanguard  Bond  Index  Fund* 

B 

C 

9.7 

TNE  Bond  Income 

B 

C 

12.0 

Vanguard  Fixed  Inc-GNMA* 

C 

B 

6.0 

TNE  Government  Securities  Fund 

A 

F 

9.0 

Vanguard  Fixed  Inc-High  Yield  (J) 

D 

A 

18.2 

Thomson-lncome-A 

D 

D 

8.3 

Vanguard  Fixed  Inc-Long  Term* 

A 

D 

14.5 

Thomson-US  Government-A 

c 

rj 

7.9 

Vanguard  Fixed  Inc-L-T  US  Treas* 

A+ 

p 

16.5 

Thornburg  Limited  Term  US  Govt 

D 

A 

6.1 

Vanguard  Fixed  Inc-Short-Term* 

rj 

A 

7.1 

Transamerica  Govt  Securities 

A 

F 

8.2 

Vanguard  Fixed  Inc-S-T  Federal* 

D 

B 

7.0 

Transamerica  Income  Shares! 

A 

C 

14.7 

Vanguard  Preferred  Stock* 

A 

C 

13.0 

Transamerica  Invest  Qual  Bond-A 

B 

D 

9.2 

Vestaur  Securitiest 

A 

C 

11.5 

Transamerica  Special  Govt  Income 

B 

D 

7.6 

Voyageur  US  Government  Securities 

B 

c 

11.2 

20th  Century  Long-Term  Bond* 

A 

D 

10.1 

WPG  Government  Securities* 

C 

B 

9.2 

20th  Century  US  Governments* 

D 

B 

4.1 

Zenix  Income  Fundt 

D 

A 

27.5 

All  data  through  Dec.  31.  1993.  *No  load,  no  12b-l  fee.  tClosed-end.  tClosed  to  new  investors.  (I):  International  bond.  (J):  Junk  bond. 
Sources:  CDA/Wiesenberger;  Lipper  Analytical  Services;  Forbes. 


ThE  Pros  Play  Here.  Shouldn't  You? 


Stay  Four  Nights  And 
The  Fifth  Night  Is  Free: 

Our  golf/spa  packages  give  you  99  holes  of  cham- 
pionship golf,  including  the  famous  Blue  Monster,  home 
of  the  Doral-Ryder  Open,  starting  at  just  $187.'  Plus  we 
throw  in  greens  and  curt  fees  for  18  holes  a  day  or  a 


massage  at  the  adjacent  Doral  Saturnia  International 
Spa  Resort,  advance  starting  time  reservations,  full 
American  breakfast  daily,  round-trip  airport  transfers 
to/from  MIA,  golf  clinic  and  many  other  extras.  Children 
stay  free  in  their  parents'  room:  ask  about  Camp  Doral 
for  Kids.  Home  of  Jim  McLean  and  the  Doral  Coif 
Learning  Center,  where  beginners,  intermediates,  scratch 
Jim  McLean     golfers  and  pros  cdl  fine-tune  their  game. 


1-800-22-DORAL 


DoralfiResort 

AND      COUNTRY  CLUB 


Miami,  Florida 


*Package  rule  prices  are  per  person,  per  night,  double  occupancy.  Tru  es  and  service  charges  not  included.  Offer 
applies  lo  Sunday  arrivals  now  through  ipriL  Limited  rooms  available.  Surcharge  for  playing  the  Blue  Monster. 

Doral  Hotels,  Resorts.  Conference  Centers.  Spas  -  New  hirk  City  •Rye  Brook,  Neic  fork  •Miami.  Florida 


A  HERO  ^ 

IN  A  STAE 

BEHIND    A  SC: 

WITH  A  BOND  INSl 

BY  PEOP1 

WHO  NEVER  FORGE! 

VALUE  OF! 

In  the  municipal  bond  insurance  business,  a  lot  of  good  things  result  from  the  power  of  teamwork.  Things  that  exter 
far  beyond  agreements  on  pieces  of  paper.  That's  why  at  AMBAC,  our  underwriting  teams  —  including  Analysts,  Region 
representatives,  Attorneys  and  Closing  coordinators  —  work  closely  with  our  customers  to  make  the  most  of  their  transaction 

In  the  process,  they  're  able  to  listen  better.  Respond  quickly.  Understand  each  client's  needs  and  objectives.  All  of  whic 
can't  help  but  lead  to  improved  lives  for  the  people  who  live  in  the  towns,  that  depend  on  the  bonds,  that  we  insure.  It's 


One  State  Street  Plaza,  New  York,  New  York  10004;  (Z12)  668-0340 


VS  MADE 


UTvl  BUILT, 


)  O  L  FUNDED, 


iAMWORK. 


of  service  that's  made  us  a  leading  player  in  the  municipal  bond  industry.  With  triple- A 
gs  from  both  Moody's  and  S&P.  A  secure,  diversified  portfolio  of  business.  And  the 
of  financial  strength  and  stability  investors  look  for  and  expect. 
The  conclusion  should  be  obvious.  If  you've  got  a  bond  to  insure,  AMBAC  has  the 
•  to  handle  it.  Call  (212)  208-3400  to  receive  our  new  video,  For  the  Life  of  the  Bond. 


OU         HAVE         OUR         WORD         ON  IT 


E 


ED, 


Municipal 

bond 

funds 

The  world  of  municipal  bonds — $1.3  trillion  outstanding, 
spread  among  over  1  million  different  issues  and  some 
50,000  issuers — got  even  more  bewildering  in  1993  as 
more  than  $330  billion  in  new  munis  came  to  market. 
(Much  of  that  new  debt  went  to  refinance  existing  debt.) 
Municipal  bond  funds  proliferated  at  an  even  faster  rate 
than  the  bonds  themselves:  By  year-end,  Lipper  Analytical 
Services  was  tracking  1,128  muni  funds,  up  from  759  at 
the  end  of  1992.  Californians  may  now  choose  from  119 
open-end  funds  specializing  in  the  paper  of  in-state  issuers. 

Wall  Street  churned  out  closed-end  municipal  bond 
funds  in  such  massive  quantities — $6.9  billion  by  year- 
end — that  they  finally  began  trading  at  discounts  to  their 
net  asset  values.  A  lot  of  these  funds  are  leveraged,  which 
means  that  they  issue  short-term  preferred  stock  and  sink 
the  proceeds  into  long-term  bonds.  Leveraged  funds  will 
suffer  dividend  cuts  if  short-term  rates  go  up  sharply  and 
capital  losses  if  long-term  rates  go  up  sharply.  But  in  the 
declining  rate  environment  of  the  past  several  years,  the 
leveraged  funds  have  done  very  well. 

Open-end  municipal  bond  funds  differ  widely.  National 
funds,  which  are  exempt  from  federal  income  tax  but  at 
least  partially  subject  to  state  or  local  tax,  invest  in  bonds 
issued  in  a  variety  of  states.  Single-state  funds  aim  to 
reduce  both  federal  and  state  income  taxes — but  they  are 
dependent  on  the  economic  health  and  credit  quality  of 
the  local  issuers.  Many  municipal  funds,  whether  national 
or  single  state,  invest  solely  in  bonds  whose  interest 
payments  are  guaranteed  by  a  bond  insurer.  That  sacrifices 
a  litde  yield  in  the  name  of  safety.  Meanwhile,  some  funds, 
usually  with  "'high'"  in  their  names,  buy  municipal  junk 
bonds  that  are  unrated  or  low  rated  by  the  credit  agencies. 

After  a  year  of  handsome  12%  average  returns,  pay 
special  attention  to  your  fund's  position  on  the  maturity 
spectrum,  which  a  telephone  representative  should  be  able 
to  provide.  The  longer  the  maturity,  the  better  you  will  do 
if  rates  remain  constant  or  decline,  and  the  worse  you  will 
do  if  rates  rise.  And  remember  that  annual  expenses  are 
crucial  to  performance:  Vanguard's  thrifty  New  York 
Insured  Tax-Free  whipped  Dean  Witter's  costly  New  York 
Tax-Free  Income  by  1.4  percentage  points  this  past  year. 

To  be  listed  here,  a  muni  fund  must  have  at  least  $100 
million  in  assets  and  a  five-year  record.  Each  of  the  past  60 
months  is  treated  as  a  bullish  or  bearish  one,  according  to 
the  performance  of  the  Lehman  Brothers  Municipal  Bond 
Index,  and  funds  are  graded  separately  on  that  basis. 


Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

return 

AARP  Insured  T-F  Inc-Genl  Bond* 

A 

F 

12.7% 

ABT  Southern  Master-FIa  T-F 

0 

D 

12.2 

AIM  Municipal  Bond  Fund  (C) 

A 

D 

11.6 

Alliance  Muni  Income-Calif-A 

0 

A 

12.9 

Alliance  Muni  Income-Ins  Calif-A 

p 

R 
D 

13.1 

Alliance  Muni  Income-Ins  Natl-A 

B 

c 

12.9 

Alliance  Muni  Income-National-A 

B 

A 

13.3 

Alliance  Muni  Income-New  York-A 

C 

A 

12.7 

Ambassador  T-F  Intermediate-Invest* 

F 

B 

6.7 

American  Capital  Muni  Bond-A 

a 

D 

r 
\j 

11.1 

American  Capital  T-E-Hi  Yld-At 

D 

A 

10.3 

American  Capital  T-E-lns-A 

D 

A 

9.0 

Benham  Calif  Municipal  High  Yield* 

D 

A 

13.2 

Benham  Calif  Tax-Free  Insured* 

A 

F 

13.4 

Benham  Calif  Tax-Free  Intermediate* 

D 

B 

10.7 

Benham  Calif  Tax-Free  Long-Term* 

A 

D 

13.7 

California  Tax-Free  Income  Fund* 

B 

B 

14.2 

Calvert  Tax-Free  Reserves-Limited 

F 

A+ 

4.0 

Churchill  Tax-Free  Fund  of  Kentucky 

C 

B 

10.7 

Colonial  Calif  Tax-Exempt-A 

D 

A 

10.6 

Colonial  Mass  Tax-Exempt-A 

C 

C 

11.8 

Colonial  Municipal  Income  Trustt 

F 

A 

6.1 

Colonial  Ohio  Tax-Exempt-A 

D 

B 

11.0 

Colonial  Tax-Exempt-A 

D 

A 

10  5 

Colonial  Tax-Exempt  Insured  Fund-A 

0 

C 

11.0 

Columbia  Municipal  Bond* 

C 

C 

10.7 

Composite  Tax-Exempt  Bond  Fund 

C 

C 

12.6 

Dean  Witter  Calif  Tax-Free  Income 

C 

C 

10.S 

Dean  Witter  NY  Tax-Free  Income 

C 

C 

11.7 

Dean  Witter  Tax-Exempt  Securities 

B 

C 

11.2 

Delaware  Group  Tax-Free  USA 

C 

C 

11.6 

Delaware  Tax-Free  Pennsylvania 

D 

B 

11.0 

All  data  through  Dec.  31,  1993.     *No  load,  no  12b- 1  fee. 

tClosed-end.    tClosed  to  new  investors. 

Sources:  CDAA/Viesenberger;  Lipper  Analytical  Services;  Forbes. 
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Fund 

Performance  in 
UP  DOWN 
—markets— 

12-month 
total 
return 

Fund 

Performance  in 
UP  DOWN 
— markets — 

12-month 
total 
return 

Dreyfus  Calif  Tax-Exempt  Bond* 

u 

D 
D 

11.9% 

Flagship  Tax-Ex-Missouri  Double 

ft 

u 

13.5% 

Dreyfus  Insured  Municipal  Bond 

R 

n 

12.5 

Flagship  Tax-Ex-NC  Triple 

0 
D 

n 
u 

11.3 

Dreyfus  Intermediate  Muni  Bond* 

n 
u 

A 

M 

11.5 

Flagship  Tax-Ex-Ohio  Double-A 

R 

p 

11.6 

Dreyfus  Mass  Tax-Exempt  Bond* 

n 
u 

R 

1 0  A 

Flagship  Tax-Ex-Tennessee  Double 

D 
D 

11./ 

Dreyfus  Municipal  Bond  Fund* 

c 

B 

10  7 

Fortress  Municipal  Income  Fund 

D 

A 

1 1  n 

Dreyfus  Municipal  Incomet 

u 

a 

11.9 

Franklin  Alabama  Tax-Free  Income 

P 

p 

12.2 

Dreyfus  New  Jersey  Municipal  Bond 

R 
D 

P 

13.0 

Franklin  Arizona  Tax-Free  income 

P 

p 

11.2 

Dreyfus  NY  Insured  Tax-Exempt  Bond 

P 

n 

u 

11.1 

Franklin  Calif  Insured  Tax-Free  Income 

P 

R 
D 

13.0 

Dreyfus  NY  T-E  Bond  Fund 

n 

V 

R 
D 

IOC 

lib 

Franklin  Calif  Tax-Free  Income 

n 

A 

n 

0  A 

9.4 

Dreyfus  NY  Tax-Exempt  Intermed  Bond 

D 

B 

1 1  c; 
li.D 

Franklin  Colorado  Tax-Free  Income 

c 

B 

19  8 

Dreyfus  Short- Intermediate  Tax-Ex 

r 

H+ 

6.7 

Franklin  Federal  Tax-Free  Income 

p 

u 

R 

D 

11.2 

Dreyfus  Strategic  Municipalst 

n 

u 

A 
n 

10.7 

Franklin  Florida  Tax-Free  Income 

p 

p 

12.0 

Dupree-Kentucky  Tax-Free  Income* 

U 

Ax 

12.0 

Franklin  Georgia  Tax-Free  Income 

p 

p 

11.9 

Eaton  Vance  California  Municipals 

p 

n 

u 

1  1  A 

11.4 

Franklin  High  Yield  Tax-Free  Income 

c 

R 
D 

10  0 

Eaton  Vance  Muni  Bond  Fund  LP 

A 

D 

10.3 

Franklin  Insured  Tax-Free  Income 

c 

B 

11  Q 
11.3 

Eaton  Vance  National  Municipals 

p 

D 

14.6 

Franklin  Louisiana  Tax-Free  Income 

p 

R 
D 

11.1 

Empire  Builder  Tax-Free  Bond  Fund 

p 

R 
D 

12.2 

Franklin  Maryland  Tax-Free  Income 

c 

u 

c 

w 

12.2 

Federated  Intermediate  Municipal* 

n 

u 

R 
D 

9.7 

Franklin  Mass  Insured  Tax-Free  Inc 

p 

R 

11.8 

Fidelity  Advisor  High  Income  Muni 

p 

A  , 
H+ 

1 0  0 

Franklin  Mich  Insured  Tax-Free  Inc 

p 

R 
D 

19  1 
li.l 

Fidelity  Caiit  Tax-Free  Insured 

B 

c 

1 0  Q 

Franklin  Minn  Insured  Tax-Free  Inc 

D 

B 

ii  n 

11. u 

Fidelity  Calif  Tax-Free  High  Yield* 

p 

R 
D 

13.4 

Franklin  Missouri  Tax-Free  Income 

p 

D 
D 

13.3 

Fidelity  Mass  Tax-Free  High  Yield* 

p 

A 

12.9 

Franklin  NJ  Tax-Free  Income 

p 

R 
D 

11.0 

Fidelity  Michigan  Tax-Free  High  Yield* 

R 
u 

p 

V 

13.8 

Franklin  NY  Tax-Free  Income 

D 

A 

11.9 

Fidelity  Minnesota  Tax-Free* 

n 

R 
D 

10  A 

12.4 

Franklin  NC  Tax-Free  Income 

c 

B 

11  7 
11./ 

Fidelity  NY  Tax-Free  High  Yield 

D 

B 

10  0 

12.9 

Franklin  Ohio  Insured  Tax-Free  Income 

c 

B 

19  ^ 
li.O 

Fidelity  NY  Tax-Free  Insured* 

p 

R 

D 

12.8 

Franklin  Oregon  Tax-Free  Income 

p 

u 

c 

10.9 

Fidelity  Ohio  Tax-Free  High  Yield* 

P 

12.5 

Franklin  Penn  Tax-Free  Income 

p 

B 

11.7 

Fidelity  Tax-Free-Aggressive* 

n 

A 
A 

13.7 

Franklin  PR  Tax-Free  Income 

r 

V 

R 

D 

11.0 

Fidelity  Tax-Free-High  Yield 

p 

R 
D 

1  0  1 

Franklin  Texas  Tax-Free  Income 

R 
0 

n 

li.D 

Fidelity  Tax-Free-Insured* 

B 

D 

10  0 

13.0 

Franklin  Virginia  Tax-Free  Income 

c 

B 

10  4 
LL.** 

Fidelity  Tax-Free-Ltd  Term  Munis* 

n 
u 

A 
n 

12.2 

General  Municipal  Bond 

A 

c 

13.3 

Fidelity  Tax-Free-Municipal  Bond* 

R 

D 

p 

13.1 

General  NY  Municipal  Bond 

c 

B 

14.2 

Financial  Tax-Free  Income  Shares 

Ax 

n 
u 

12.6 

John  Hancock  Freedom  Mngd  Tax-Ex-A 

A 

12.1 

First  Investors  Insured  Tax-Exempt 

n 
u 

R 
D 

0  0 

jonn  nancocK  lax-txempi  income 

B 

D 

11  A 

First  Investors  NY  Insured  Tax-Free 

u 

R 
D 

0  0 

y.o 

Hawaiian  Tax-Free  Trust 

B 

in  i 

Flagship  Tax-Ex-AII-American-A 

A 

c 

14.3 

IDS  California  Tax-Exempt 

C 

C 

12.0 

Flagship  Tax-Ex-Conn  Double 

B 

D 

12.3 

IDS  High  Yield  Tax-Exempt 

C 

B 

9.7 

Flagship  Tax-Ex-Ga  Double 

C 

D 

11.6 

IDS  Insured  Tax-Exempt 

B 

D 

13.5 

Flagship  Tax-Ex-Ky  Triple 

A 

D 

12.3 

IDS  Minnesota  Tax-Exempt 

D 

B 

11.4 

Flagship  Tax-Ex-Limited  Term 

D 

A 

9.1 

IDS  New  York  Tax-Exempt  Fund 

C 

B 

11.5 

Flagship  Tax-Ex-Michigan  Triple-A 

B 

D 

12.0 

IDS  Tax-Exempt  Bond 

A 

D 

13.1 

All  data  through  Dec.  31,  1993.    *No  load,  no  12b-l  fee.    tClosed-end.    tClosed  to  new  investors. 
Sources:  CDAAViesenberger;  Upper  Analytical  Services;  Forbes. 
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Fund 

Performance  in 
UP  DOWN 
—markets— 

1  ?-mnnth 

i.  Cm     II  1,1  ■  LI  I 

total 
return 

Kemper  California  Tax-Free  Income 

3 

12.1% 

Kemper  Municipal  Bond 

13.2 

Kemper  Municipal  Income  Trustt 

n 

14.6 

Kemper  New  York  Tax-Free 

g 

.  12.5 

Keystone  America  Tax-Free  inc-A 

D 

A 

10.6 

Keystone  Tax-Exempt  Trust 

n 

V 

rj 

10.4 

Keystone  Tax-Free  Fund 

r 

V 

fj 

11.1 

Landmark  NY  Tax-Free  Income 

R 

D 

12.0 

Liberty  Financial  Tax-Free  Bond 

o 

B 

11.6 

Liberty  Muni  Securities-A 

B 

C 

10.2 

Lord  Abbett  Calif  Tax-Free  Income 

B 

c 

13.8 

Lord  Abbett  Tax-Free  Income-Natl 

B 

c 

13.0 

Lord  Abbett  Tax-Free  Income-New  York 

c 

B 

12.7 

Lord  Abbett  Tax-Free  Income-Texas 

A 

D 

12.9 

Lutheran  Brotherhood  Muni  Bond 

B 

C 

13.0 

MainStay-Tax-Free  Bond 

c 

10.4 

Merrill  Lynch  Calif  Muni  Bond-A 

B 

c 

13.3 

Merrill  Lynch  Muni-lnsured-A 

A, 

o 

12.8 

Merrill  Lynch  Muni-Ltd  Maturity-A 

p 

A+ 

4.2 

Merrill  Lynch  Muni-National-A 

B 

D 

12.6 

Merrill  Lynch  Muni  Intermed  Term-A 

D 

c 

11.0 

Merrill  Lynch  NY  Muni  Bond-A 

c 

c 

11.8 

MetLife-State  Street  Tax-Exempt-A 

B 

o 

12.2 

MFS  California  Muni  Bond 

B 

c 

12.3 

MFS  High  Yield  Municipal  Bond? 

D 

A 

9.6 

MFS  Maryland  Municipal  Bond 

r 
\j 

9.8 

MFS  Massachusetts  Municipal  Bond 

0 

a 

0 

10.6 

MFS  Municipal  Bond  Fund 

A 

n 

u 

14.0 

MFS  Municipal  Income  Trustt 

F 

A 
n 

9.4 

MFS  New  York  Municipal  Bond 

B 

c 

12.7 

MFS  North  Carolina  Municipal  Bond 

r 

10.3 

MFS  South  Carolina  Municipal  Bond 

r 

u 

n 

11.3 

MFS  Tennessee  Municipal  Bond 

n 

a 

D 

10.3 

MFS  Virginia  Municipal  Bond 

[) 

r 
\j 

10.4 

MFS  West  Virginia  Municipal  Bond 

n 

a 

D 

11.3 

Municipal  High  Incornet 

D 

A 

8.0 

Municipal  Income! 

D 

A 

0.4 

Municipal  Income  lit 

D 

A 

10.2 

Municipal  Income  Opportunity! 

F 

A 

4.4 

MuniVest  Fundt 

A+ 

F 

16.2 

National  Calif  Tax-Exempt  Bonds 

0 

B 

9.7 

All  data  through  Dec.  31,  1993.  *No  load,  no  12b-l  fee.  tClosed-end 
Sources:  CDA/Wiesenberger;  Lippsr  Analytical  Services;  Forbes. 


Fund 

Performance  in 

12-month 

UP 

DOWN 

total 

-markets — 

rsturn 

Nationwide  Tax-Free  Income  Fund 

B 

C 

12.7% 

New  York  Muni  Fund 

A 

F 

11.9 

Nuveen  California  Insured  T-F  Value 

B 

D 

12.7 

Nuveen  Calif  Muni  Valuet 

0 

A 

8.6 

Nuveen  California  Tax-Free  Value 

C 

B 

11.4 

Nuveen  Insured  Municipal  Bond 

A 

0 

13.4 

Nuveen  Municipal  Bond  Fund 

D 

A 

8.6 

Nuveen  Municipal  Valuet 

C 

B 

8.6 

Nuveen  New  York  Insured  T-F  Value 

B 

C 

13.1 

Nuveen  NY  Muni  Valuet 

D 

B 

10.2 

Nuveen  New  York  Tax-Free  Value 

B 

C 

13.0 

Nuveen  Ohio  Tax-Free  Value 

A 

D 

13.0 

Nuveen  Premium  Income  Muni  Fundt 

A 

C 

9.5 

Oppenheimer  Calif  Tax-Exempt-A 

B 

C 

13.0 

Oppenheimer  New  York  Tax-Exempt-A 

D 

B 

13.1 

Oppenheimer  Tax-Free  Bond-A 

B 

B 

13.5 

Overland  Express  Calif  T-F  Bond-A 

C 

C 

13.0 

Pacific  Horizon-Calif  Tax-Ex  Bond 

C 

c 

12.5 

PaineWebber  California  T-F  Income-A 

c 

B 

11.9 

PaineWebber  Municipal  High  Income-A 

B 

C 

12.1 

PaineWebber  National  T-F  Income-A 

B 

D 

12.3 

Pioneer  Tax-Free  Income 

A 

D 

13.0 

Piper  Jaffray  Minnesota  Tax-Exempt 

C 

C 

12.0 

Premier  California  Muni  Bond-A 

c 

B 

13.6 

Premier  Municipal  Bond-A 

14.4 

Premier  NY  Municipal  Bond-A 

A 

D 

14.1 

Premier  State  Muni-Connecticut-A 

B 

C 

12.6 

Premier  State  Muni-Florida-A 

B 

c 

11.9 

Premier  State  Muni— Maryland-A 

B 

c 

11.4 

Premier  State  Muni-Michigan-A 

A 

c 

13.7 

Premier  State  Muni-Minnesota-A 

B 

B 

12.4 

Premier  State  Muni-Ohio-A 

B 

B 

12.4 

Premier  State  Muni-Pennsylvania-A 

B 

B 

12.7 

T  Rowe  Price  Calif  T-F  Income  Bond* 

B 

C 

12.5 

T  Rowe  Price  Maryland  T-F  Bond* 

B 

C 

12.7 

T  Rowe  Price  New  York  T-F  Bond* 

C 

B 

13.3 

T  Rowe  Price  T-F  High  Yield* 

C 

-  A 

13.0 

T  Rowe  Price  T-F  Income* 

A 

0 

12.8 

T  Rowe  Price  T-F  Short-Intermediate* 

F 

A 

6.3 

Princor  Tax-Exempt  Bond 

B 

C 

12.4 

Prudential  Calif  Municipal-Calif-A 

C 

D 

12.1 

to  new  investors. 
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Franklin  U.S,  Government  Securities  Fund 


Get  Back  to  Basics 
with  High  Current 
Income  and  High 
Credit  Safety* 


Often,  two  basic  goals  of  investing  are 
income  and  credit  safety.  The  Franklin  U.S. 
Government  Securities  Fund  is  designed  to  give 
you  both.  High  current  income  in  the  form  of 
monthly  dividends  and  high  credit  safety 
because  the  fund's  securities  are  backed  by  the 
full  faith  and  credit  of  the  U.S.  government^ 

When  you  invest  in  the  Franklin  U.S. 
Government  Securities  Fund,  you  are  investing 
in  one  of  the  nation's  oldest  and  largest  govern- 
ment securities  funds  of  this  kind.  As  an  indus- 
try leader  in  Ginnie  Mae  funds,  Franklin  brings 
you  conservative  portfolio  management. 

Call  your  investment  advisor  or  Franklin 
today  for  a  free  brochure. 


f Individual  securities  owned  by  the  fund,  but  not  shares  of  the  fund,  are  guaranteed  by  the  U.S.  govern- 
ment as  to  the  timely  payment  of  principal  and  interest.  Yield  and  share  price  are  not  guaranteed  and 
will  vary  with  market  conditions.  Franklin /Templcton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  F338 

Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

'  I  would  like  a  free  prospectus 
containing  more  complete  information  on 
the  Franklin  U.S.  Government 
Securities  Fund,  including  charges  and 
expenses.  I  will  read  it  carefully  before  1 
invest  or  send  money. 

□  /  am  currently  a  Franklin 
shareholder. 

Name 

Address 

City/ State/Zip 

Daytime  Phone 


F  R  A  NJ  K<  L  I  N 


A  Proud  Member  of  the  $109  Billion  Franklin /Templeton  Group 


Fund  Performance  in  12-month 
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Spartan  Connecticut  Muni  High  Yield' 

B 

D 
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Spartan  New  Jersey  Muni  High  Yield* 

B 

C 

13.0 

Spartan  Pennsylvania  Muni  High  Yield* 

B 

B 
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UP  DOWN 
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Spartan  Short-Intermediate  Muni* 
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D 

A 
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Vista  New  York  Tax-Free  Income 

A 

D 

13.8 

Voyageur  Colorado  Tax-Free  Fund 

C 

A 

13.6 

Voyageur  Minnesota  Insured  Fund 

D 

A 

13.7 

Voyageur  Minnesota  Tax-Free  Fund 

D 

A+ 

12.6 

All  data  through  Dec.  31,  1993.  *No  load,  no  12b-l  fee.  tClosed-end.  {Closed  to  new  investors. 
Sources:  CDA/Wiesenberger:  Lipper  Analytical  Services;  Forbes. 
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NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  ZURICH  •  LUGANO  •  LUXEMBOURG  •  PARIS  •  MONTE  CARLO  •  GIBRALTAR  •  MILAN  •  GUERNSEY  •  BEIRUT 
)ENVER  •  MIAMI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAU  •  CAYMAN  ISLANDS  •  MONTREAL  •  TORONTO  •  SINCAPORE  •  HONG  KONG  •  TAIPEI  •  JAKARTA 
BEUING  •  SYDNEY  •  PERTH  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  BUENOS  AIRES  •  SANTIAGO  •  MEXICO  CITY  •  CARACAS  •  RIO  DE  JANEIRO 


MUTUAL 

FUNDS 

PORTFOLIO 


Convenience,  diversification,  liquidity, 
modest  initial  investment  and  reasonable 
expenses  have  helped  mutual  funds  become  the 
investment  of  choice  for  millions  of  Americans.  For 
individual  investors,  mutual  funds  also  have  the  added 
advantage  of  a  financial  professional  at  the  helm  who  can 
manage  the  fund  and  provide  the  expertise  to  help  it  grow. 
These  are  some  reasons  mutual  fund  shareholder  accounts 
currently  exceed  84  million,  compared  to  under  10  million  at  the 
beginning  of  the  1980s.* 

Clearly,  mutual  funds  have  benefits  that  continue  to  attract  investors. 
FORBES  Mutual  Funds  Portfolio  gives  you  an  efficient  way  to  review  some  of 
today  s  most  interesting  and  profitable  funds.  Each  of  the  funds  in  this  portfolio  can 
provide  you  with  a  prospectus  for  more  information.  For  faster  response,  call  the  800 
numbers  indicated  in  each  ad  or  mail  in  the  reader  response  card  included  in  the  section. 
Before  sending  inon  y,  read  each  prospectus  carefully  to  make  sure  you  are  making  the  right 
investment  for  you. 


*  ICI  1/94 
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ADVERTISEMENT  2 


HE  AMERICAN  HERITAGE  FUND 

l  CAPITAL  APPRECIATION  FUND  OF  1991-92 

The  American  Heritage  Fund  is  an  aggressive 
Mutual  Fund  designed  for  investors  seeking  maxi- 
mum capital  growth.  The  Fund  was  ranked  Ameri- 
ca's number  one  performing  Capital  Appreciation 
Fund  for  1991-92  by  Upper  Analytical  Services, 
Inc.  and  was  rated  the  #1  diversified  fund  for  1st 
qtr.,  1993  by  Investor's  Business  Daily.  Past  per- 
formance does  not  guarantee  future  results.  For 
more  complete  information  including  charges, 
risks  and  expenses,  call  1-800-735-1243  for  a 
1EE  PROSPECTUS.  Read  it  carefully  before  you  invest. 

CALL  1-800-735-1243 


ko  H  Thieme,  CEO 
Portfolio  Manager 


THE  AMERICAN  HERITAGE  FUND,  INC. 

31  West  52nd  Street,  New  York  NY  10019 


Discover  a  mountain 
of  growth  potential. 


THE  BERGER  100  FUND  ANNUALIZED  PERFORMANCE 


1  Year 

3  Years 

5  Years 

10  Years 

15  Years 

19  Years* 

21.2% 

35.4% 

28.3% 

17.3% 

17.6% 

16.1% 

For  the  period  ending  12/31/93.  Source:  Upper  Analytical  Services,  Inc 

Please  call  (800)  3334001 

for  a  prospectus  containing  more  complete 
information  including  management  tees,  charges 
and  expenses.  Read  it  carefully  before  investing. 


Past  performance  shows  the  fund's  history  and  does  not  guarantee  future  results. 
The  figures  include  changes  in  share  price  and  reinvestment  of  dividends  and 
capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost.  The  figures  include  the  deduction  of  12b-1 
fees  beginning  in  June,  1990.  *Berger  Associates  assumed  management  of  the 
fund  9/30/74. 


©  1994  Berger  Associates,  Inc. 


FOR  21494 


IJND  FACT 

yth:  The  current  boom  in  mutual  funds 
gan  in  the  1990s. 

ict:  Mutual  fund  assets  have  been  increasing 
iadily  and  strongly  since  the  beginning  of  the 
>80s.  During  the  decade  of  the  Eighties  alone, 
utual  fund  assets  grew  from  $95  billion  to  over 
trillion.* 


1/94 


Raise  Your  Income. 
Lower  Your  Taxes. 


Tax-Cutting  Information 
From  Benham 

Th  e  Benham  Group 
manages  more 
than  $2  billion  in 
tax-free  mutual 
funds  that  can  help 
you  keep  more  of 
what  you  earn. 
Call  for  free  tax- 
cutting  information. 

Call  1-800-472-3389,  Dept.  D87 

□  The  Benham  Group® 

Managing  $10  billion  in  true  no-load  mutual  funds 
Benham  Distributors,  Inc.,  1665  Charleston  Rd.,  Mtn.  View,  CA  94043 


Are  You  Ready 
For  Retirement? 


Many  people  are  ready  to  enjoy  their  "dream"  retirement,  but 
are  not  yet  financially  prepared.  To  keep  your  retirement  plans 
on  course,  The  Boston  Company  Family  of  Funds  offers  a 
complete  IRA  package  designed  to  help  investors  plan  for  a 
financially  secure  retirement  at  any  age. 

Call  for  a  free  IRA  kit  and  prospectus 
for  our  mutual  funds  which  detail  management  fees, 
charges,  risks  and  distribution  expenses. 

1-800-CALL  BOS 

Please  read  the  prospectus  carefully  before  you  invest. 


THE  BOSTON  COMPANY 
Family  of  Funds 


Absolute  Commitment  to  Investors 


Distributor:  Funds  Distributor,  Inc. 
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JANUS  WORLDWIDE  FUND 
A  WORM)  FOR  THE  WISE. 

if  you  feel  like  your  money  is  going  nowhere, 
invest  in  Janus  Worldwide  Fund. 

With  Janus  Worldwide  Fund,  you  might  buy  into  a  technology  stock  in 
Singapore.  Or  a  promising  medical  firm  in  Germany.  Or  a  multination- 
al company  based  in  Sydney.  Or  a  world  of  other  exciting  investment 
opportunities  that  helped  this  no-load  fund  achieve  a  one-year  aver- 
age annual  total  return  of  26.95%.* 

If  you're  interested  in  an  investment  that  has  the  potential  to  really 
take  you  somewhere,  here's  a  chance  to  put  your  money  to  work  on  a 
global  scale. 

Call  today  for  a  free  prospectus  containing  more  complete  informa- 
tion, including  special  risks  associated  with  foreign  investing  such  as 
currency  fluctuations.  Please  read  it  carefully  before  you  invest  or 
send  money. 

Janus  Worldwide  Fund 

P.O.  Box  173375  Denver  CO 
80217-3375 

1-800-525-8983,  extension  441 
Ask  about  our  family  of  funds. 

1-800-525-8983,  ext.  441 

*Per  Lipper  Analytical  Services,  Inc.,  Janus  Worldwide  Fund's  average  annual  total 
return  for  the  one-year  period  ending  September  30,  1993  was  26.95%,  and 
19.94%  for  the  life  of  the  fund  from  May  15,  1991  through  September  30,  1993. 
Figures  are  based  on  reinvestment  of  dividends  and  capital  gains.  Past 
performance  does  not  guarantee  future  results.  Your  return  and  share  price  will 
vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 
Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD.  g 


"one  of  the  best  five-year  track 
records  in  the  business." 

—The  New  York  Times  9-12-93 

The  Kaufmann  Fund 


r5  Year  Compounded  Annual  Return* 


S&P  500 

Annual 
Return 

14.7% 


KAUFX 
FUND" 

Annual 
Return 

-23.4% 


Hans  Utsch  and  Lawrence  Auriana, 
Portfolio  co-managers. 


More  than  twice  the  average  total 
annual  return  of  all  funds." 


For  informat ion  call:]  «800-346~5263 

*  Five  year  period  ending  9/30/93,  per  Lipper  Analytical  Services,  Inc. 

"The  Fund's  compounded  annualized  return  to  September  30,  1993 
for  the  one  year,  and  2/86-9/93  (since  inception)  periods  are 
38.59%,  16.32%  respectively.  Total  returns  for  periods  ending 
September  30.  1993  are  historical  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2% 
redemption  fee  and  a  12b-l  fee  in  excess  of  0.25%.  For  more 
information  including  charges  and  expenses,  please  read  the 
prospectus  carefully  before  you  invest.  The  performance  cited 
represents  past  performance  which  is  not  indicative  of  future  results; 
investment  performance  fluctuates;  fund  shares  when  redeemed  mav 
be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC. 
17  Battery  Place,  New  York,  NY  10004  •  Fax  (212)  344-6227 


No  Load,  No  Hassle. 

THE  LAUREL  STOCK  PORTFOLIO 

A  diversified  portfolio  of  equity  securities  which  seeks  t 
provide  long-term  capital  appreciation,  in  addition  to  currer 
income.  The  Portfolio  strives  to  reward  investors  with  return 
consistently  superior  to  the  S&P  500  Index.  Call  toll-free  fc 
more  information: 

1-800-548-2868 


LAUREL 


A  family  of  No-Load  Investment  Portfolios  Advised  by 

Gfh  Mellon  Bank 


For  more  information  on  the  Laurel  Funds,  including  charges  and  expenses,  call  tj 
obtain  a  prospectus.  Please  read  the  prospectus  carefully  before  you  invest 
send  money,  investment  return  and  principal  value  of  the  Stock  Portfolio  wi 
fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  origin, 
cost.  The  Portfolio  involves  investment  risks,  including  possible  loss  of  principa 
The  Laurel  Funds,  Inc.  are  distributed  by  Russell  Fund  Distributors,  Inc.  The  Laure 
Funds  are  not  insured  by  the  FDIC  or  any  other  government  agency,  they  are  nc 
obligations  of  Mellon  Bank  or  any  other  Dank  and  they  are  not  guaranteed  b 
Mellon  Bank  or  any  other  bank. 


Keitiper 


Kemper  Tax-Free  Mutual  Funds. 

Don't  get  caught  in  the  tax  trap. 
Learn  how  to  earn  tax-free  income  NOW. 
1-800-KFS-5555  ext.  1602 

We'll  send  you  brochures  and  a  prospectus.  Before  you  invest  in  a  fund,  carefully  reac 
the  prospectus,  containing  more  complete  information,  including  management  fees 
and  expenses.  Income  from  tax-free  mutual  funds  may 
be  subject  to  state  and  local  taxes,  and  a  portion  may 
be  subject  to  the  alternative  minimum  tax  for  certain 
investors.    212690    Kemper  Financial  Services,  Inc. 


rcfemPER 
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FUND  FACT 

Myth:  Mutual  funds  are  unregulated 
investments. 

Fact:  Although  mutual  funds  are  not  guaranteed 
or  insured,  they  are  heavily  regulated  under 
federal  and  state  securities  laws,  especially  the 
federal  Investment  Company  Act  of  1940. 
No  mutual  fund  has  "collapsed"  or  "gone 
bankrupt"  since  the  1940  Act  was  passed.* 

•ICI  1/94 
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The  Legg  Mason 
Special  Investment  Trust 

is  the  only 
small  company  growth  fund 
to  beat  the  S&P  500 

Value  Funds    fiye  ^  Qjf  ^  ^  fiye  years 


One  Year 

Five  Year 

Life  of  Fund 

39.1 7% 

19.84% 

14.75% 

9/30/92-9/30/93 

9/30/88-9/10/93 

12/30/85-9/30/93 

L-800-822-5544  or  Fax  a  request  tol-410-539-4285 

jf  Special  Investment  Trust  is  a  *****  5-Star  Morningstar  fund 

<or  more  complete  information  about  the  Legg  Mason  Special 
nvestment  Trust  or  any  of  the  Legg  Mason  Funds,  please  call 
[-800-822-5544  for  a  free  prospectus.  Please  read  the  prospectus 
:arefully  before  investing  or  sending  any  money.  The  Standard  & 
5oors  500,  an  unmanaged  index  of  common  stock  prices,  reflects 
einvestment  of  dividends.  Legg  Mason  totals  reflect  change  in  share 
jrice  and  reinvestment  of  capital  gains  and  dividends.  The  returns 
;hown  are  based  on  historical  results  and  are  not  intended  to  indi- 
:ate  future  performance.  The  investment  return  and  principal  value 
)f  an  investment  in  the  fund  will  fluctuate  so  that  an  investor's  shares, 
vhen  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
Adviser  absorbed  a  portion  of  fund  expenses  in  fiscal  year  1986 
hrough  1989.  Morningstar  is  an  independent  publisher  of  financial 
nformation  and  mutual  fund  ratings.  Morningstar  ratings  are  cal- 
:ulated  from  5  year  average  annual  returns,  with  appropriate  fee 
idjustments  and  a  risk  factor  that  reflects  fund  performance  rela- 
ive  to  3-month  Treasury  bill  returns.  Morningstar  proprietary  rat- 
ngs  reflect  historical  risk  adjusted  performance  as  of  9/1/93.  g 


EXINGTON  GOLDFUND 

o-load  fund  that  seeks  capital  appreciation  and  a  hedge  against  the 
3  of  buying  power  of  the  U.S.  Dollar.  The  portfolio  provides  a  careful 
of  gold  bullion  and  gold  mining  shares  with  assets  diversified 
>ughout  the  world.  Privileges  include  free  telephone  exchange  and 
hour  shareholder  services. 

L 1-800-526-0057 
Lexington  Funds  Distributor,  Inc. 
...because  the  first  thing  your  money  should  do  is  last.v 
KINGTON  10 


EXINGTON  GROWTH 
VI)  INCOME  FUND 

10-load  fund  that  seeks  long-term  growth  of  capital  and  current 
Dine  by  investing  in  the  stocks  of  large  ably  managed  and  well 
inced  companies.  Privileges  include  free  telephone  exchange  and 
hour  shareholder  services. 


H 

XINGTX  )N 


1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last.,, 
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LEXINGTON  WORLDWIDE 
EMERGING  MARKETS  FUND 

Uncovering  the  best  investments  on  earth 

A  no-load  fund  that  invests  in  equity  securities  of  companies  domiciled  in, 
or  doing  business  in  emerging  countries  and  emerging  markets.  If  you  are 
interested  in  participating  in  the  growth  potential  of  some  of  the  world's 
fastest  growing  capital  markets,  call  for  a  free  investor  kit. 

1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last™ 


LEXINGTON 
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MAS  FUNDS 


The  MAS  Funds  offer  an  outstanding  array  of  mutual  funds  to  401  (k)  Pian 
Sponsors.  Your  participants  can  enjoy  daily  pricing  and  a  selection  of  funds 
ranging  from  conservative  to  aggressive,  investing  in  both  U.S.  and  global 
stocks  and  bonds.  With  MAS  Funds,  you  can  customize  your  balanced 
investing  program. 

Most  important,  by  investing  in  MAS  Funds,  your  participants'  money  will  be  managed  by 

MILLER  ANDERSON  &  SHERRERD 

ALL  MAS  FUNDS  ARE  NO-LOAD  AND  OFFER  HIGHLY  COMPETITIVE  EXPENSE 
RATIOS.  For  more  complete  information  about  MAS  Funds,  including  expenses,  ask  for  a 
prospectus  by  calling: 


1-800-354-8185 


Please  read  the  prospectus  carefully  before  investing. 

MAS  Fund  Distribution.  Inc.  serves  as  General  Distribution  Agent  for  the  MAS  Funds. 


13 


THE  MULTIPLE 
MUTUAL  FUND  PROGRAM 


SM 


Simplify  Your  Life  With 

•  Your  own  custom-tailored  portfolio  of  no-load  funds 

•  Comprehensive  performance  and  tax  reporting 

•  Diversification  among  funds  and  managers 

•  Long-term  investment  strategies  without  market  timing 

•  Annual  fees  that  start  as  low  as  $750 

A  service  of  Towneley  Capital  Management,  Inc., 
registered  investment  advisors  since  1971. 

1-800-545-4442  or  714-837-3580 

8:00AM  to  5:00PM  Pacific  Time 
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OLYMPIC  TRUST 

No-Load  Mutual  Funds 


Come  invest  in  a  Family  of  Funds 
managed  by  Hotchkis  and  Wiley, 
an  advisor  to  major  corporate  pension  plans. 


Call  1-800-346-7301 


Call  for  a  prospectus  containing  more  complete  information,  including  fees  and 
expenses.  Please  read  the  prospectus  carefully  before  investing. 

15 
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WORLD  FUND 

What  kind  of  a 
world  do  you  want? 

Environmentally  Sound? 

Peaceful? 

With  Equal  Opportunity? 


WORLD  FUND  INC 


Then  Consider  Pax  World  Fund  * 

Pax  World  is  a  no-load,  diversified  balanced  mutual  fund  designed  for 
those  who  wish  to  develop  income  and  to  invest  in  life-supportive 
products  and  services.  Pax  invests  in  such  industries  as  pollution 
control,  health  care,  food,  housing,  education,  and  leisure  time. 
The  fund  does  not  invest  in  weapons  production,  nuclear  power,  or 
the  tobacco,  alcohol  or  gambling  industries.  Various  opportunities  are 
available;  Regular  Accounts,  IRA's,  Educational  Accounts,  SEP- 
IRA's,  and  403(b)  Pension  Plans.  Minimum  investment  $250.  Send 
no  money. 

For  a  free  prospectus  and  other  materials 
call  toll-free  24  hours  a  day: 

1-800-767-1729 


Pax  World  Fund  Shares  are  available  for  sale  in  all  50  states. 

*Pax  World  Fund  is  the  only  mutual  fund  in  the  nation  affiliated  with  a  foundation 
that,  for  twelve  years,  has  supported  tree  planting  in  areas  of  the  deforested  Third 
World 
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The  QUEST  for  VALUE  Funds 


Whatever  -I  Retirement  Income 

VOlir  Guest  ^  Deferred  Compensation  Plan 

11  r\      +'  J  Tax-Free  Investing 

Calli^ueSt.  !    Lump  Sum  Roll-Over 


Call  toll-free  for  your  free 
Mutual  Fund  Information  Kit. 

1-800-232- FUND 

For  more  complete  information  about  Quest 
for  ValueSM  Funds,  including  charges  and 
expenses,  call  your  financial  consultant  or 
Quest  for  a  prospectus.  Read  it  carefully  before 
you  invest  or  send  money.  SMQuest  for  Value  is 
a  service  mark  of  Oppenheimer  Capital. 


Quest  for  Value 
Distributors 

Two  World  Financial  Center 
New  York,  NY  10080 

F  21494 
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U.S.  GOVERNMENT 
SECURITIES  FUND 

Looking  for  High  Current  Income  and  Share  Price  Stability? 
The  SITUS.  Government  Securities  Fund  offers  a  high  level  of  current  income. 
Although  the  Fund's  share  price  fluctuates,  it  is  managed  to  maintain  a  high 
degree  of  share  price  stability.  And  there  are  no  sales  charges  or  12b-1  fees! 
Enjoy  the  benefits  of: 


•  High  Current  Income 

•  Professional  Management 

•  $2,000  Initial  Investment 

•  Free  Checkwriting 


Fund  inception  date  6/2/87 

•  30-day  SEC  yield  as  of  12/31/93 

"  For  periods  Ended  12/31/93 


Current  Yield 

5.69% 

Average  Annual  Total  Return** 

1  Yr. 

3  Yr. 

5Yr. 

Incep. 

7.34% 

8.50% 

9.49% 

9.34% 

Past  performance  is  not  a  guarantee  of  future  results  and 
is  only  one  of  the  factors  to  consider  in  choosing  a  fund. 
Share  price  and  return  may  vary  and  you  may  have  a  gain 
or  loss  it  the  time  of  sale 


Call  SIT  Mutual  Funds 
800-332-5580  for  a  Prospectus  <?nd  Current  Yield 
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TWO  WAYS 
TO  GET 
GOVERNMENT 
SECURITY. 


6.18%' 


The  Value  Line  US  Government  Securities  Fund. 

To  maximize  income  while  minimizing  risk,  this  fund  invests 
primarily  in  US  Treasury  bonds,  GNMAs  and  other  high-yield 
securities.  Since  these  securities  (not  the  fund  itself)  are  backed 
by  the  government  or  its  agencies,  they  offer  virtually  no  risk  for  credit  safety. 

The  Value  Line  Adjustable  Rate  US  Government  Securities 
Fund.  Our  ARM  Fund  seeks  low  price  volatility  by  investing 
primarily  in  securities  that  represent  pools  of  adjustable  rate 
mortgages.  These  securities  (not  the  fund  itself)  are  also  fully 
backed  by  the  US  Government  or  its  agencies.  Call  today  for  current  yield. 

100%  No  Load.  There  are  no  12b-1  or  exit  charges,  either.  In  fact,  no  sale 
charges  of  any  kind  on  any  of  our  funds.  So  call  today  for  a  free  prospectus  o 
the  funds  of  your  choice. 


4.34%* 


Call  anytime,  24  hours  a  day 
1-800-223-0818,  ext.  4620 
711  3rd  Avenue,  NY  NY  10017 


VALUE  LINE 
MUTUAL FUNDS 


5i48%  and  &19%  were  average  annual  total  return  lor  ARM  fund,  for  1  year  and  Ife  of  fund  (4)92).  ending  900/93 104)6%  10.97% 

and  11.36%  were  the  average  annual  lotal  returns  lor  the  U  S  Government  Securities  Fund  lor  1  year,  5  years  and  10  years  respectively  I 
the  period  ended  9/30/93  Investment  return  and  principal  value  will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  ca 
Please  read  the  prospectus,  which  contains  more  complete  information,  including  management  fees  and  expenses,  before  investing  or  sendi| 
money  Past  performance  is  no  guarantee  ol  future  results  'Average  annual  yield  for  the  30  days  ended  1 1 00/93  'CDs  are  insured  and 
offer  a  fixed  rate  of  return.  1 J 


SoGen  Funds,  Inc. 


This  series  of  portfolios  is  managed  by  Jean- 
Marie  Eveillard,  SoGen's  renowned  global 
contrarian. 

SoGen  Overseas  Fund:  Long-term  growth 
of  capital  by  applying  a  risk-averse  value 
investing  strategy  to  mostly  small  and  mid-size 
foreign  stocks. 

SoGen  Gold  Fund:  Growth  of  capital  by  investing  in  companie: 
involved  in  gold  mining,  processing,  dealing  or  holding  gold  or  othe 
precious  metals. 

For  prospectus  and  information,  call: 

(800)  628-0252 

The  prospectus  describes  the  risks  associated  with  investments  in  foreign 
securities  and  gold-related  securities.  Please  read  it  carefully  before  investing.  21 


100% 


NO-LOAD"' 
MUTUAL  FUND 
COUNCIL. 


Smart  investors  know  that  paying 
commissions  to  buy  mutual  funds 
can  reduce  their  returns . 


To  be  sure  you're  invested  in  a .  1 00%  no-load  fund,  choose  a  member 
of  the  1 00%  No-Load  Mutual  Fund  Council.  Member  funds  charge 
NO  sales  charges,  NO  12b- 1  fees,  NO  back-end  loads,  NO  dividend 
reinvestment  charges  and  NO  fixed  redemption  charges. 

Send  today  for  the  Council's  80-page  1 993  700%  No-Load  Mutual 
Fund  Investment  Guide  and  Member  Directory.  It  gives  vital  informa- 
tion on  more  than  200  member  funds. 

For  your  copy,  please  mail  $3.00  (Includes  postage  and  handling)  to: 
Dept.  F,  1501  Broodway,  NY,  NY  10036 
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Creativity 

innovation 

leadership 


The  same  qualities  that  make  your 
company  a  success  can  earn  you  and 
your  company  a  prestigious  1 994 
Business  in  the  Arts  Award  from  the 
Business  Committee  for  the  Arts,  Inc. 
and  Forbes  Magazine.  The  Awards 
recognize  companies  and  business 
executives  that  have  taken  a  leadership 
role  in  developing  creative  and 
innovative  alliances  with  the  arts  that 
benefit  their  businesses,  their 
communities  and  the  arts.  Whether  your 
company  employs  5  or  5,000,  has  just 
become  involved  with  the  arts,  or  has 
built  alliances  with  the  arts  for  decades, 
you  and  your  company  may  be  eligible  to 
join  the  ranks  of  Award  winners  that 
have  made  a  difference  through  their 
partnerships  with  the  arts.  Contact  the 
Business  Committee  for  the  Arts  before 
April  1 ,  1 994  for  information  about  these 
Awards. 


Business  Committee 
for  the  Arts,  Inc. 

iyj5  Broadway,  Suite  510 
New  York,  NY 10019-1942 
212  664-0600  Fax  212  956-5980 


Here's  a  hot  new  fad  in  management 
that  bodes  well  for  security  prices. 

Just  do  it 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


Once  each  month  I  interrupt  my 
perpetual  orbit  of  management  brief- 
ings, investment  committees  and 
board  meetings  to  report  to  you 
what's  going  on  out  there.  This 
month  I  want  to  report  on  a  new 
management  tool,  MBD,  that  is  sweep- 
ing the  boardrooms.  Forget  Japa- 
nese-style consensus.  MBD  stands  for 
Managing  By  Decree.  There  are  times 
when  only  MBD  will  get  the  job  done. 

MBD  is  used  when  the  chief  execu- 
tive and  board  of  directors  of  a  low- 
return  company  lose  patience  with 
the  slowness  of  change.  It  could  be 
triggered  by  the  urgent  need  to  im- 
prove performance  enough  to  get 
through  the  initial-public-offering 
window  while  it  is  still  open,  or  to  put 
some  value  into  underwater  manage 
ment  stock  options. 

MBD  comes  in  handy  when  manag- 
ers feel  the  heat  of  the  laser  beam 
locked  onto  their  foreheads  by  angry 
shareholders  who  aren't  satisfied  with 
the  company's  performance. 

Here's  how  it  works:  MBD  replaces 
normal  communication  channels 
with  specific  performance  edicts.  In 
one  company  I  know,  the  no-excep- 
tions, no-excuse  edict  was  to  improve 
the  cash  position  by  $5  million  in  30 
days  so  the  bank  would  extend  its 
credit  agreement.  In  another  it  was  to 
double  operating  profn  in  18  months 
to  dress  up  the  company  for  sale.  And 


in  a  third,  it  was  to  achieve  ten  inven- 
tory turns  by  the  end  of  the  year. 

MBD  is  not  subtle.  It  means:  Do  it  or 
look  for  another  job. 

It  means  the  chief  executive  be- 
comes personally  involved,  with  face- 
to- face  progress  meetings  on  the  edict 
held  in  his  office  every  six  weeks. 

American  shareholders  are  holding 
managers'  feet  to  the  fire  like  never 
before.  They  have  a  right  to  be  disap- 
pointed. While  most  of  their  capital  is 
tied  up  in  big  companies  in  the  U.S., 
most  of  the  good  returns  are  being 
generated  in  other  parts  of  the  world. 
Last  year,  of  the  22  largest  stock 
markets  in  the  world,  the  U.S.  came  in 
dead  last  in  both  local  currency  and 
U.S.  dollars.  Morgan  Stanley  Capital 
International's  EAFE  index  had  a  total 
return  in  U.S.  dollars  of  30.5%,  triple 
the  10.1%  recorded  by  the  s&P  500. 

Austria,  the  Netherlands  and 
Switzerland  are  just  a  few  of  the 
major  markets  that  beat  Wall  Street 
handily,  with  price  increases  of  35% 
to  40%.  But  the  real  stars  were  the 
emerging  markets,  where  triple -dig- 
it returns  were  not  unusual.  For  ex- 
ample, the  Turkish  market  gained 
203%  in  price,  the  Philippine  market 
surged  134%  and  Indonesia  rallied 
111%.  Retail  investors  responded  by 
diverting  nearly  $20  billion  into  for- 
eign equity  investments  last  year, 
rising  to  nearly  a  $50  billion  annual 
rate,  or  over  40%  of  total  equity  fund 
inflows  during  the  last  quarter.  The 
pressure  on  managers  of  domestic 
companies  to  match  international 
returns  is  not  diminishing. 

Managers  cannot  control  their 
companies'  returns  in  the  stock  mar- 
ket, of  course,  but  they  can  strongly 
influence  return  on  capital,  calculated 
by  dividing  aftertax  operating  profits 
by  total  capital  employed. 

MBD  may  not  be  democratic  or 
"participatory, ^  but  it  can  do  won- 
ders for  return  on  capital.  For  three 
years  managers  have  improved  re- 


turns by  freeing  capital  tied  up  in 
inventories,  receivables  and  fixed  as- 
sets in  order  to  reduce  their  reliance 
on  a  weakened  banking  system. 

These  programs  aimed  at  achieving 
better  efficiency  in  the  use  of  capital 
have  had  dramatic  results.  However, 
the  pressure  to  avoid  borrowing  has 
abated,  and  banks'  improving  capital 
ratios  have  made  them  a  more  pre- 
dictable source  of  capital.  Commer- 
cial and  industrial  loans,  after  nearly 
three  years  of  stagnation,  are  growing 
again.  With  capital  more  easily  avail- 
able, managers  are  switching  to  im- 
proving operating  profits. 

This  is  not  easy.  Although  there  is 
some  growth  in  the  economy,  there  is 
very  little  pricing  power,  so  the  only 
way  for  businesses  to  improve  operat- 
ing profits  is  to  cut  expenses.  Cost 
cuts  have  already  raised  operating 
profits  for  the  S&P  industrials  from 
12.2%  of  sales  in  1992  to  12.9%  last 
year.  Further  cost  reductions  should 
push  corporate  operating  profits  to 
14%  of  sales  in  1994. 

This  pressure  to  improve  profit 
margins  augurs  well  for  the  1994 
stock  and  bond  markets.  At  today's 
generous  market  P/E  multiple  of  17,  a 
dollar  taken  out  of  working  capital,  by 
improving  inventory  turnover  or  col- 
lecting receivables  faster,  will  raise  the 
value  of  an  average  firm's  equity  by 
SI.  19,  17  times  the  7-cent  reduction 
in  the  company's  interest  payments.  A 
dollar  taken  out  of  operating  expenses 
has  an  even  more  leveraged  result:  It 
will  raise  the  equity  value  of  a  firm 
with  a  40%  tax  rate  by  17  times  60 
cents,  or  $10.20.  This  simple  calculus 
is  forcing  managers  to  push  their  ven- 
dors hard  for  reductions  in  their  cost 
of  goods,  and  to  look  for  ways  to  trim 
the  payroll. 

This  year  is  going  to  be  tough  for 
white-collar  workers  but  good  for 
investors.  Inflation  should  be  even 
lower  than  last  year,  not  much  over 
2%.  This  should  support  a  50-basis- 
point  reduction  in  the  long-term 
bond  yield  to  5.75%,  producing  a 
total  return  on  the  30-year  bond  of 
13%.  Aggressive  cost  reductions  and 
steady  growth  will  improve  corporate 
profits  by  15%  in  1994,  boosting 
stock  prices;  look  for  20%  total 
returns  for  stocks  in  1994,  with  the 
companies  announcing  MBD  cost  cuts 
at  the  front  of  the  pack.  HK 
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ASK  ABOUT  A  SCUDDER  NO-FEE  IRA 


I 


"With  this  Fund,  the  emerging 
markets  of  the  Far  East  are 
not  so  far  away. " 

Scudder's  Pacific  Opportunities  Fund  gives  long-term 
investors  easy  investment  access  to  some  of  the  world's 
most  rapidly  growing  economies.  Invest  in  the 
emerging  financial  markets  of  China,  Malaysia, 
Thailand,  Hong  Kong,  Singapore,  Taiwan,  and 
South  Korea,  among  other  attractive  opportu- 
nities outside  of  Japan.  Scudder's  more  than 
35  years  experience  investing  in  the 
Pacific  Rim  can  help  reduce  the 
risks  involved  such  as  currency- 
exchange  and  share  price 
fluctuation,  and  emerging 
market  volatility. 
Call  today  for  a  free 
information  kit* 


Scudder 

Pacific  Opportunities  Fund 
1-800-225-2470  .  6716 

SCUDDER 


America's  First 
Family  of  No-Load  Funds 


rformance  is  liistorical  and  not  a  guarantee  of  future  results.  Investment  return,  and  principal  value  fluctuate,  so  you  may  have  a  gain  or  a  loss  when 
u  sell  your  shares.  'The  free  kit  includes  a  prospectus  with  more  complete  information  on  management  fees  and  other  expenses.  Please  read  the 
Dspectus  f^refully  before  you  invest  or  send  money. 


A  road  to  hell  paved  with 
good  intentions — and  letters 


Sir:  Re:  "A  road  to  hell  paved  with 
good  intentions"  (Jan.  17).  Friedrich 
I  [ayek  in  1944  was  not  entirely  alone: 
Ayn  Rand  escaped  communism  in 
1926,  penned  We  the  Living  in  1936, 
Anthem  in  1938  and  The  Fountain- 
head  in  1943  —all  of  which  dealt  with 
the  horrors  of  collectivism  and  the 
tightness  of  individual  freedom  and 
capitalism. 
-Ryan  York 
Miami  Be  a  eh,  I  •hi. 

Sir:  [Hayek  and  Thomas  Sowell] 
have  implicitly  accepted  the  underly- 
ing ethics  of  socialism,  and  thus  un 
willingly  cut  the  ground  from  under- 
neath their  arguments.  Socialism  is 
based  on  the  notion  that  man's  right 
to  exist  is  based  on  his  w  illingness  to 
serve  the  needs  of  others.  If  we  con 
tinue  to  accept  the  ethical  principle  of 
sacrifice  as  an  "ideal"  (or  "good  in 
tention"),  we  will  always  have  politi- 
cians and  others  among  us  willing  to 
practice  it.  The  only  way  to  provide  a 
lasting  foundation  for  a  political  sys- 
tem based  on  individualism  is  to  aban 
don  the  ethical  notions  of  cannibals. 
-Jay  Cochran  III 
Arlington,  Va. 

Sir:  Sowell  ought  to  spend  less  time 
talking  to  fellow  denizens  of  the  right- 
w  ing  think  tank  consortium  and  more 
time  in  the  real  world.  Political  cor 
rectness  is  now  used  as  a  shield  by 
conservatives  against  reasoned  debate 
or  even  civil  discourse  with  anyone 
w  hose  views  they  oppose. 
-Michael  1 1.  Morris 
Vice  President  and  General  Counsel 
Sun  Microsystems,  Inc. 
Mountain  View,  ( ",alif 

Sir:  Out  here  in  the  West,  we  have  a 
healthy  disdain  for  anything  that 
smacks  of  socialism  or  collectivism. 
But  then  our  (relatively)  low  popula- 
tion density  allows  a  certain  freedom 
of  the  mind  and  spirit.  The  high 
population  density  plaguing  our  plan 
el   restricts  personal   freedom  and 
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spawns  the  sort  of  mind-control  drivel 
that  Hayek  railed  against. 
—Siegfried  P.  Duray-Bito 
Denver,  Colo. 

Sir:  Instead  of  tackling  private  indus- 
try head-on  as  the  British  Labour 
Party  did  when  it  nationalized  steel, 
coal  and  railroads,  or  as  the  Russians 
did  by  coup,  American  liberals  have 
for  a  long  time  been  gaining  ever 
more  control  over  industry  and  busi- 
ness with  piecemeal  legislation. 
-Oi.wkn  Matthews 
Cocoa  Beach,  Fla. 

Sir:  The  great  cardinal  sin  of  socialism 
is  pride.  The  pride  that  tells  a  few 
people  in  power  that  they  have  the 
knowledge  ami  w  isdom  to  order  the 
lives  of  all  the  rest  of  us  with  our 
myriad  differences. 

-James  B.  Pretz 
Kansas  City,  Kans. 

Sir:  As  Mr.  Sowell  states,  the  "collec- 
tivist  vision"  is  indeed  alive  and  has 
been  throughout  the  current  century. 
During  this  same  time  period  we  de- 
veloped the  world's  largest  economy, 
the  most  productive  labor  force,  the 
strongest  military  force,  more  Nobel 
prizes  than  the  rest  of  the  world  com 
bined  and  a  society  that  both  multina- 
tional corporations  and  the  down- 
trodden people  of  the  world  find  ex- 
tremely attractive.  The  obscurity  of 
Friedrich  Hayek  and  his  Road  to  Serf- 
dom seems  well  deserved. 

-Walter  H.  Greene 

Hathoro,  Pa. 


Sir:  Scientists  used  to  believe  that  i 
only  we  had  better  models  and  pou 
erful  enough  computers,  we  coulcj 
predict  the  weather  far  into  the  fu 
t ore .  We  now  know  (see,  e.g.,  Jamil 
Cileick's  Chaos)  that  even  with  inn 
nitely  powerful  computers,  we  wil 
probably  never  be  able  to  predicj 
what  the  weather  will  be,  say, 
month  from  now.  Scientists  now 
know  that  there  are  fundamental 
uncertainties  and  instabilities  in  na 
ture  which  limit  our  ability  to  pre 
diet  and  control  the  behavior  o 
complex  systems. 

Therefore,  looking  at  an  economy 
and  a  society  as  scientific/engineer 
ing  problems  can  probably  prove 
someday  that  Hayek  was  right. 
John  R.  Vie; 
( lolts  Neck,  N.J. 

SlR:  Perhaps  we  also  need  to  be  re 
minded  that  the  basic  fuels  of  social 
ism — envy,  class  hatred  and  lust  for 
power — hardly    qualify    as  "good 
intentions.1'1 

-Michael  R.V.  Whitman 
San  Francisco,  Calif. 

Sir:  Hayek  was  a  very  charming 
down-to-earth  man  who  was  interest 
ed  in  learning  all  he  could  about  the 
great  American  pastime,  Softball.  Nc 
ivory  towers  for  him. 
-Suzanne  S.  McWhortkr 
Denton,  Tex. 

Sir:  Only  when  Americans  are  willing 
to  discard  their  apathy  and  take  more) 
of  an  interest  in  values  that  have  nearh 
been  obliterated  by  self-serving  media 
will  the  fallacies  of  the  liberal  agenda 
be  exposed. 
Hon  Krone 
Park  Ridge,  N.J. 

SlR:  Thomas  SowelPs  half  baked  inter 
pretation  of  Friedrich  I  layek,  as  well  as 
his  regular  column,  are  an  insult  to  the 
intelligence  of  your  readers. 
-Richard  Locker 
New  York,  N.  T. 
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The  tunnel  between  France  and  England  is  finally  ready. 
Now  comes  the  hardest  job  of  all: 
convincing  people  to  use  it. 

Ghunnel  vision 


On  May  8  the  first  English  tourists 
will  load  their  cars  onto  a  train  at 
Folkestone  for  the  32-mile  trip  to 
Calais  through  the  new  tunnel  under 
the  English  Channel  to  France. 

The  2.5  million  or  so  cars  that 
crossed  the  Channel  by  ferry  last  year 
generated  revenues  of  around  $500 
million.  Of  those  round-trips,  70% 
originated  in  the  U.K.,  while  only 
30%  originated  in  continental  Eu- 
rope.  Eurotunnel,  which  runs  Le 
Shuttle  car  train,  hopes  that  the  con 
venience  will  lure  more  Continentals 
to  v  isit  the  U.K.  A  separate  service  is 
also  counting  on  luring  passengers 
from  the  airlines  with  regular  train 
service  between  London,  Brussels 
and  Paris  using  the  tunnel. 


The  giant  project,  known  as  the 
Chunnel  and  begun  in  1986,  racked 
up  $15  billion  of  debt,  much  of  it  cost 
oyerruns  and  delays  during  construc- 
tion. To  justify  the  cost,  Eurotunnel's 
Le  Shuttle  car  service  will  have  to 
generate  1.5  million  car  round-trips  a 
year.  That's  going  to  take  time.  Le 
Shuttle  will  charge  between  $240  and 
$460  round -trip  per  car,  depending 
on  the  time  of  year.  The  trip  across  the 
Channel  takes  35  minutes. 

That  compares  with  as  little  as  $90 
for  the  lVfe-hour  fern'  trip,  which 
research  shows  most  people  like  just 
tine.  Ferry  passengers  evidently  don't 
mind  the  extra  time,  since  many  are 
busily  getting  sloshed  on  duty-free 
booze;  the  average  ferry  passenger 


spends  $18  on  merchandise  during 
the  crossing.  The  Chunnel  will  offer 
no  such  relaxation  on  board. 

Many  people  think  they  will  be  able 
to  drive  their  cars  through  the  tunnel. 
They  can't.  Instead,  they'll  drive  their 
cars  onto  the  train  and  sit  there  during 
the  journey.  Nor  do  most  people- 
know  where  the  tunnel  starts  or  ends. 
"Everybody's  confused.  Fm  con- 
fused," says  Michael  Rayner,  who 
heads  the  Shuttle  account  at  agency 
DDB-Needham  in  London. 

In  short,  Eurotunnel  has  a  market- 
ing problem.  At  first  Eurotunnel's 
marketers  were  so  overcome  by  the 
grandeur  of  their  huge  engineering 
project  that  they  tried  to  sell  the 
Chunnel  as  a  kind  of  eighth  wonder  of 
the  world. 

An  early  proposed  commercial, 
based  on  the  movie  Close  Encounters 
of  the  Third  Kind,  featured  people 
drawn  by  an  otherworldly  impulse  to 
get  in  their  cars  and  cross  the  Chan- 
nel. The  verdict  in  testing:  "I  don't 
want  any  bloody  thing  to  do  with 
that,"  says  Rayner. 

A  second  attempt  featured  judges 
giving  diving-competition  scores  to 
great  bridges  of  the  world,  finally 
awarding  perfect  10s  in  front  of  an 
unbridged  English  Channel.  Euro- 
tunnel's directors  loved  it.  Consumers 
were  not  persuaded  to  part  with  the 
extra  money.  "We  had  to  learn  not  to 
be  big  and  imposing,"  says  Rayner. 
"We're  not  a  construction  achieve- 
ment; we're  a  holiday  service." 

The  TV  commercials  that  start  airing 
next  month  are  comparativ  ely  stripped 
down  and  simple.  Under  the  rubric 
"Easy  come.  Easy  go,"  they  explain 
how  Le  Shuttle  works. 

The  question  remains:  Engineering 
marvel  or  no,  how  many  people  will 
spend  the  extra  money  to  save  an 
hour?  -IL.m 
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Business  and  family  are  always  a  delicate  mix. 

In  the  case  of  the  Congleton  clan,  it  made  a  toxic  brew. 

A  high  price 
to  pay 


By  R.  Lee  Sullivan 

This  is  the  STORY  of  a  business  ven- 
ture that  ended  up  successful  but  tore 
a  family  apart  in  the  process. 

As  an  Air  Force  pilot  flying  Phan- 
tom fighters  in  Vietnam,  Jerome 
Congleton,  now  49,  survived  200 
combat  missions,  but  too  many  6g 
turns  over  the  Ho  Chi  Minh  Trail  left 
him  with  a  bad  back.  Leav- 
ing the  Air  Force  in  1973, 
Congleton  earned  a  Ph.D. 
in  engineering  from  Texas 
Tech  and  landed  a  job  as  a 
professor  at  Texas  A&M. 

For  his  dissertation,  he 
developed  an  idea  for  a 
chair  that  eased  pressure  on 
the  spine.  The  concept, 
based  on  NASA  research,  en- 
courages   "neutral  pos- 
ture," or  the  attitude  as- 
tronauts1 bodies  assume  in 
weightlessness.  The  chair's 
seat,  which  looks  some-  HMSMi 
thing  like  a  padded  tractor 
seat,  reduces  pressure  by  reclining  the 
torso.  Congleton  earned  a  patent  on 
the  design  in  1985. 

Borrowing  $225,000  in  startup 
capital  from  a  local  oilman,  Congle- 
ton formed  Congleton  Workplace 
Systems  in  College  Station,  Tex.  and 
put  his  wife,  Jaye,  and  two  of  his  kids, 
Drew  and  Rebecca,  to  work  selling 
and  assembling  the  $500  chairs. 

An  auspicious  start,  but  pretty  soon 
everything  started  to  go  wrong. 
Manufacturing  costs  swelled  as  the 
Congletons  struggled  to  make  the 
chair's  components  from  scratch. 
And  the  big  corporate  customers  die 
Congletons  targeted  turned  up  their 
noses.  In  its  first  three  years,  the 
company  sold  1,500  chairs,  worth 
about  $750,000,  but  the  monev  went 


out  faster  than  it  came  in.  The  little 
startup  company  was  $800,000  in 
debt.  In  1988  the  Small  Business  Ad- 
ministration was  about  to  foreclose. 

Congleton  appealed  to  Mark  Mc- 
Millan, a  successful  young  local  entre- 
preneur and  fellow  parishioner  at  Al- 
dersgate  Methodist  Church  in  Col- 


Dueling  cha 
The  family 


irmakers  Jerome  Congleton  (left)  and  son  Drew 
rift  looks  unhealable. 


lege  Station.  McMillan  put  in  a 
winning  bid  of  $1 1,000  for  the  com- 
pany's assets  when  the  SBA  put  them 
up  at  auction,  then  stepped  back  and 
allowed  the  Congletons  to  run  the 
company,  with  the  understanding 
that  they  would  buy  him  out,  with 
interest.  That  was  June  1988. 

The  Congletons,  however,  contin- 
ued to  overspend  on  production,  and 
quality  control  problems  alienated 
the  few  customers  they  had.  Three 
out  of  every  ten  chairs  came  back  for 
repairs.  By  year-end,  the  company 
had  gone  through  another  $250,000 
put  up  by  McMillan  and  a  partner. 

McMillan  had  had  enough.  Over 
dinner  at  a  local  steakhouse,  he  told 
the  Congletons  he  wanted  his  money 
back.  Later  that  night  the  Congletons 


went  to  the  office  and  removed  proto- 
types, sales  literature  and  customer 
lists.  "We  didn't  take  anything  that 
didn't  belong  to  us,"  snips  Rebecca. 

Her  brother  Drew,  now  31,  didn't 
agree.  He  confessed  the  next  morn- 
ing, and  McMillan  made  him  a  propo- 
sition: If  Drew  would  help  him  run 
the  company,  he'd  give  him  25%  of 
the  equity. 

Drew  Congleton  and  McMillan 
began  to  turn  the  company  around, 
trimming  costs  by  buying  off-the- 
shelf  parts  and  using  more  efficient 
plastic  molding  techniques.  They  be- 
gan an  aggressive  demonstration  pro- 
gram, persuading  clients  to  try  chairs 
free  of  charge.  Soon  their  efforts  land- 
ed orders  from  companies  like 
Boeing,  Lockheed  and  Hewlett- 
Packard.  Last  year  Bodybilt  Seating, 
as  the  company  was  renamed,  was 
profitable  on  sales  of  $5  million. 
Jerome,  Jaye  and  Rebecca  Congle- 
ton didn't  give  up.  They 
started  Neutral  Posture  Er- 
gonomics financed  with 
$50,000  raised  by  Jerome 
and  Rebecca's  husband, 
Robert  Boenigk.  On  a 
shoestring  this  time,  the 
three  Congletons  watched 
their  pennies,  assembling 
chairs  in  their  garage  using 
off-the-shelf  parts. 

They  learned  their  lesson 
on  the  marketing  side,  as 
well.  Instead  of  trying  to 
land  huge  accounts,  they 
concentrated  on  small  con- 
tracts, such  as  an  August 
1989  order  from  the  New  Orleans 
Times-Picayune  newspaper  for  100 
chairs.  Word  started  to  get  around. 
The  Congletons'  big  break  came  in 
November  1992,  when  they  sold 
2,300  chairs  to  Intel  Corp.  With  that, 
sales  of  the  company's  economically 
correct  chairs  took  off.  Last  year  Neu- 
tral Posture  earned  close  to  $1  million, 
pretax,  on  sales  of  $7  million. 

But  the  family  rift  looks  unhealable, 
with  lawsuits  on  both  sides.  Each  party 
bad-mouths  the  other.  "They  need  to 
iron  out  their  differences  and  join 
together,"  says  Richard  Parker,  an 
ergonomist  with  Intel.  He  says  he's 
looking  closely  at  new  designs  from 
Steelcase  and  Herman  Miller. 

Says  Rebecca  Congleton:  "There  is 
no  chance  for  any  merger."  H 
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After  our  flight  was  grounded 
I  had  ten  hours  on  my  hands 
and,  fortunately,  an  NEC  notebook  computer 

in  my  lap.  " 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals.taxis 
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every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 
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For  more  information,  call  us  at  1-800-338-9549. 
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it  might  be  possible  to  train  gelatin-like  substances  to 
remove  toxic  wastes,  treat  diabetes  or  dehumidify  a  car. 

Smart  Jell-0 


By  Philip  E.  Ross 

Think  of  how  abruptly  water  in- 
creases its  volume  1,700-fold  as  it 
crosses  die  boiling  point  and  turns 
into  steam.  Back  in  1978  Toyoichi 
Tanaka,  a  researcher  at  MIT,  made  a 
gel — a  semisolid  blend  of  a  fluid  and  a 
polymer — that  could  produce  com- 
parable hair-trigger  transitions  be- 
tween two  molecular  structures,  one 
compact,  the  other  loose.  Tanaka's 
transformation,  moreover,  was  re- 
versible, just  as  the  vaporization  of 
water  is  reversible. 

Although  most  of  his  peers  scoffed 
at  the  time,  Tanaka  was  on  to  some- 
thing important.  Since  chemicals  can 
trigger  a  response,  gels  could  be  used 
to  sense  or  control  elements  in  con- 
tinuous processes,  such  as  oil  refining. 
Electricity  can  be  the  trigger,  so  gels 
might  become  part  of  the  artificial 
muscles  in  an  artificial  limb.  Globs  of 
gel  "antibodies"  might  selectively 
bind  to  toxic  wastes,  immobilizing 
them  for  easy  disposal.  A  tempera- 
ture-sensitive gel  implanted  in  the 
body  might  act  as  an  automatic  dis- 
penser of  aspirin.  A  gel  sensitive  to 
blood  sugar  could  release  appropriate 
amounts  of  insulin  into  the  blood- 
stream, acting  as  an  artificial  pancreas 
for  diabetics. 

Rising  to  become  a  professor  of 
physics  at  MIT,  Tanaka  doggedly  pur- 
sued the  commercial  potential  in  his 
academic  research.  He  hooked  up 
with  George  McKinney  III  in  found- 
ing Gel  Sciences,  Inc.  two  years  ago  in 


Waltham,  Mass.  Armed  with  eight 
patents  and  imaginative  descriptions 
of  the  endless  possibilities,  they 
rounded  up  approximately  $1  million 
in  venture  capital. 

Tanaka,  48,  spends  his  time  with 
beakers  and  lasers,  free-associating 
ideas  about  how  gels  might  support 
alternative  forms  of  life.  Chief  Execu- 
tive McKinney,  50,  a  veteran  of  Amer- 
ican Superconductor  and  Corning,  is 
more  down-to-earth.  He  prefers  not 
to  talk  about  the  more  fantastic  appli- 
cations of  gels:  "We're  taking  the 
easier  technologies  and  moving  them 
to  commercialization  first." 

A  gel  can  be  designed,  for  example, 
to  absorb  only  those  chemicals  in 
soymeal  slurry  whose  size  falls  below  a 
specified  cutoff  point.  That  would  be 
extremely  useful  in  the  production  of 
baby  food  and  tofu,  for  which  the 
food  processor  wants  to  sop  up 
worthless  whey  (smaller  molecules) 
and  leave  behind  the  valuable  curds 
(large  protein  molecules).  The  swol- 
len gel  can  then  be  stimulated  to 
discharge  its  load  of  whey,  thus  re- 
turning to  its  absorptive  state. 

Another  selective  absorption  gel 
would  suck  water  from  the  air,  allow- 
ing for  dehumidification  that  wastes 
no  energy  on  cooling.  The  dehumidi- 
fying  gel  can  even  be  regenerated  to 
its  thirsty  state  with  sunlight.  Solar 
dehumidifiers  would  come  in  hand}' 
in  an  electric  car — if  a  practical  one 
ever  reaches  the  market — the  feeble 


McKinney  and  Tanaka  observe  gel  filtration 
From  left:  A  gel  absorbs  light  molecules 
from  a  slurry,  leaving  heavy  ones  behind. 


batteries  of  which  couldn't  run  the 
w  heels  and  an  air  conditioner  as  well. 

Next  on  the  agenda  for  Gel  Sci- 
ences are  applications  of  a  gel's  ability 
to  release  its  contents  in  response  to 
precise  triggers.  Allan  Hoffman  of  the 
University  of  Washington,  an  adviser 
to  Gel  Sciences,  is  working  on  gels  for 
drug  delivery.  These  gels  would  ferry 
proteins  and  other  acid-sensitive 
drugs  past  the  stomach  and  into  the 
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ore  neutral  environment  of  the 
lall  intestine,  where  the  capsules 
ould  give  up  their  cargo  for  easy 
•sorption. 

All  gels  consist  of  a  pinch  of  poly  - 
er,  called  a  matrix,  mixed  into  about 
)  times  as  much  fluid,  called  a  solute, 
le  tendrils  of  the  polymer  interact 
ith  the  solute  to  produce  something 
idway  between  a  solid  and  a  liquid. 
ll-O,  the  standard  example,  has  a 
atrix  of  gelatin  and  a  solute  of  sugar 
iter.  Tanaka's  original  gel  had  a 
>Iyacrylamide  matrix  and  a  solute  of 
etone  and  water.  Many,  many  other 


combinations  are  possible. 

Tanaka  set  up  a  series  of  beakers  in 
which  the  concentration  of  acetone 
varied  from  nothing  to  100%  and  put 
polyacrylamide  in  each  one.  "The 
next  day  I  found  that  half  of  the  gels 
had  collapsed  and  the  other  half  were 
swollen,'"  he  says.  In  each  case  the 
reaction  was  all  one  way  or  the  other. 

Tanaka's  gels  showed  immense 
changes  in  volume  in  response  to  tiny 
changes  in  the  concentration  of  ace- 
tone. That  is,  these  gels  weren't  just 
"'responsive'";  they  were  abruptly  re- 
sponsive. Soon  Tanaka  found  he 


could  design  gels  to  swell  in  response 
to  different  acetone  concentrations; 
later  he  found  ways  to  tune  them  for 
other  chemicals  and  even  tempera- 
tures. Hence  their  potential  adapt- 
ability to  so  many  difficult  jobs. 

Tanaka's  company  may  fall  back  on 
toys  as  a  revenue  source  while  the 
bigger  projects  are  jelling.  Japanese 
scientists  have  already  demonstrated 
gel  "inchworms"  that  crawl  in  time 
with  the  alternation  of  an  electric 
field.  Soft  machines  can  be  creepy  in 
more  ways  than  one — just  the  thing 
for  the  tots  next  Christmas.  SB 

A  gel  inchworm  ratchets  its  way 
through  liquid  with  each  change  in 
an  applied  electric  field.  The  field 
attracts  molecules  to  the  gel's  top, 
which  shrinks,  giving  the  worm  a 
U  shape.  Reversing  the  field  re- 
leases the  molecules,  swelling 
the  top  of  the  gel.  The  U  relaxes, 
and  the  worm  lurches  forward. 
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Telefeuds 


COMMENTARY  BY  PETER  HUBER 


consulted  on 
but  the  facts 

of  American 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  an  editor  of  Phantom 
Risk:  Scientific  Inference  and 
The  LawMn  Press,  1993). 


Through  alliances  with  out-of-re- 
gion  cable  operators,  the  Baby  Bells 
are  invading  each  other's  turf.  By  the 
end  of  the  1990s  there  will  be  a 
conflagration  of  new  competition. 
But  the  competitive  fires  would  ignite 
faster,  and  burn  harder,  if  govern- 
ment officials  would  stop  hosing 
down  the  flames.  Fve 
several  of  these  deals, 
speak  for  themselves. 

Better  than  90% 
homes  have  both  telephone  and  cable 
wires  running  by  them.  Telephone 
companies  now  have  the  technology 
to  deliver  TV-quality  pictures.  With 
wireless  add-ons,  cable  companies  can 
provide  telephone  connections. 
These  two  fundamental  facts  trig- 
gered the  avalanche  of  mergers,  part- 
nerships and  joint  ventures  of  the  last 
12  months  (see  map). 

Southwestern  Bell  bought  two  ca- 
ble systems  in  Virginia  and  Maryland; 
later  it  announced  an  alliance  with 
Cox.  Denver-based  U  S  West  invest- 
ed $2.5  billion  in  cable  giant  Time 
Warner.  Nynex  announced  a  $1.2 
billion  investment  in  cable  operator 
Viacom;  BellSouth  plans  to  buy  a 
stake  in  Prime  Cable.  Bell  Canada  has 
announced  ventures  with  the  U.S. 
cable  company  Jones  Intercable.  Brit- 
ish Telecom  joined  the  act  with  a 
minority  stake  in  MCI,  which  has  in- 
vested in  cable  systems  and  is  endeav- 
oring to  form  a  cable  consortium  to 
provide  wireless  local  phone  service. 

All  these  alliances  bring  new  com- 
petitors in  new  markets;  they  are  not 


horizontal  combinations.  But  condi- 
tioned by  years  of  outdated  experi- 
ence with  predivestiture  AT&T,  many 
of  our  watchdog  agencies  remain  so 
fearful  of  monopoly  that  they  oppose 
any  change,  even  competition.  Sena- 
tor Howard  Metzenbaum  (D-Ohio), 
for  example,  seems  to  see  incipient 
monopoly  in  the  map  below.  The 
telecommunications  legislation  pres- 
ently moving  through  a  House  com- 
mittee does  nothing  to  facilitate  out- 
of-region  telco  raids.  President  Clin- 
ton has  spoken  a  few  warm  words 
about  the  Bell  Atlantic/TCI  merger 
but  the  Administration  is  silent  about 
the  importance  of  letting  telcos  go  at 
each  other. 

The  specter  of  a  new  monopoly 
emerging  from  out-of-region  cable- 
telephone  company  alliances  is  com- 
pletely implausible.  The  U.S.  market 
is  now  populated  by  ten  robust, 
grown-up  players.  AT&T  and  McCaw, 
for  example,  have  combined  revenues 
over  four  times  those  of  Bell  Atlan- 
tic/TCi.  And  now  even  foreign  tele- 
phone companies  are  competing 
without  restraint  in  the  U.S. 


Joint  venture  territories 

Counties  served  by: 

|  Bell  Atlantic/TCI 
|  Bell  Canada/Jones  Intercable 
|  BellSouth/Prime  Cable 
|  British  Telecom/MCI  PCS  consor. 
|  More  than  one* 

Southwestern  Bell/Cox/Hauser 
US  West/Time  Warner 


The  other  main  obstacle  to  compe 
tition  is  the  1984  consent  decree  tha 
broke  up  the  Bell  System.  In  1986  th< 
Department  of  Justice  argued  that  the 
regional  Bells  weren't  even  allowed  tc 
provide  strictly  local  telephone  serviq 
outside  their  home  regions;  the  Bell 
took  a  trip  to  the  D.C.  Circuit  Couri 
of  Appeals  to  establish  otherwise 
Then,  for  a  time,  the  regionals  wed 
allowed  to  provide  service  only  withir 
a  single  foreign  country — Monaco 
say — but  not  between  Monaco  anci 
Liechtenstein. 

Today  the  regionals  are  still  barrec 
from  providing  long  distance  serviq 
anywhere  in  the  U.S.,  even  betweei 
points  entirely  outside  their  home 
regions.  Result:  Bell  Canada  may  pro 
vide  any  service  it  likes  100  mile 
south  of  Toronto,  but  BellSouth  re 
mains  sharply  limited  in  how  it  ma) 
compete  1,000  miles  north  of  Miami 
In  1911  an  antitrust  suit  broke  up 
the  largest  trust  of  that  era,  Standarc 
Oil.  Among  the  eight  Baby  Oil  off- 
spring were  Standard  Oil  of  Nev\ 
York,  Standard  Oil  of  California  anc 
Standard  Oil  of  New  Jersey,  each 
initially  confined  to  a  single  geo- 
graphic region.  Today  those  compa 
nies  are  called  Mobil,  Chevron  anc 
Exxon;  their  competing  pumps  are 
scattered  across  the  nation. 

The  breakup  of  Bell  in  1984  begai 
a  similar  process  in  an  industry  that  i: 
being  transformed  by  a  far  more  fun 
damental  technological  revolution 
Regulators  and  antitrust  official: 
should,  of  course,  keep  an  eye  on 
things.  But  when  former  monopolist 
armed  with  brand-new  technology 
decide  to  invade  each  other's  do 
mains,  the  best  government  policy  i 
to  stand  bv  and  cheer.  ■ 


'Includes  all  counties  served  by  Nynex/Viacom. 
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DM  salutes  a  fuel  that  burns 
even  cleaner  than  ethanol: 

NATURAL  GAS. 


The  Archer  Daniels  Midland  Company  is  proud  to  salute  the  natural  gas  industry  for 
its  efforts  in  cleaning  up  the  nations  air.  As  the  cleanest  burning  domestic  fuel,  natural  gas 
is  making  great  strides  toward  meeting  this  goal. 

But  for  the  great  majority  of  cars  that  still  have  to  burn  gasoline,  a  10%  ethanol  blend 
is  the  best  thing.  Gasoline  blended  with  10%  ethanol  cm  eliminate  up  to  25%  of  a  car's 
carbon  monoxide  emissions. 

It  comes  down  to  this:  if  your  car  burns  gasoline, 
adding  ethanol  is  your  best  choice.  ADM  ETHANOL 


Here  comes  true-blue  CAD/CAM,  ten  years  after 
the  futurists  said  it  was  around  the  corner. 

Automating 
the  automatons 


By  Damon  Darlin 

It  was  more  than  three  decades  ago 
that  factories  began  using  machine 
tools  that  could  be  run  w  ith  semiauto- 
matic, numerical  controls.  Two  de- 
cades ago  marks  the  rise  of  the  com- 
puterized design  systems  that  allowed 
draftsmen  to  sketch  out  parts  on  dis- 
play terminals. 

A  decade  ago  visionaries  were  talk- 
ing about  integrating  the  two  tech- 
nologies into  a  seamless  whole.  Engi- 
neers would  design  a  part  on  a  com- 
puter and  have  the  finished  product 


cut  to  order  by  fully  automated  mill- 
ing machines. 

As  is  usual,  the  visionaries  were  too 
early  and  a  lot  of  people  lost  money 
thinking  they  could  automate  the  fac- 
tory floor.  The  idea  was  to  take  a  lot  of 
skilled  labor  out  of  the  process  of 
tooling  up  for  new  or  redesigned 
products — and  even  more  important, 
to  speed  the  process.  Only  now,  arriv- 
ing rather  late  and  to  little  fanfare,  is 
cad/cam  finally  here.  A  handful  of 
tiny  firms  have  figured  out  how  to  tie 


A  computer  image 
of  a  complex 
multispindle  box 
The  Cimplex 
system  uses 
a  machinist's 
knowledge  to  tell 
an  Ingersoll 
Milling  machine 
how  to  make 
the  part. 
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In  the  land  of  plenty,  one  company  is 
leading  the  fight  against  fat. 

Through  more  than  600  weight 
loss  centres  across  North  America, 
Jenny  Craig,  Inc.  helps  hundreds  of 
thousands  learn  how  to  lead  health- 
ier, happier  lives. 

Getting  them  the  right  food  is 
half  the  battle  and  that's  what  keeps 
VP  of  IS,  Lee  Rizio's  plate 
full.  "We  can't  afford  to 
ever  run  out  of  food  in 
our  centres.  Our  clients 
are  counting  on  us." 
Which  is  why  Jenny  Craig 
designed  a  fail-safe  approach:  An 
innovative  cooperative-processing 
system  that  connects  thousands  of 
PCs  on  a  Novell  network  to  an 
AS/400  running  CA-PRMS™  financial 
and  distribution  software. 

"CA  software  helps  us  make 
sure  the  right  food  gets  to  the  right 
place  at  the  right  time.  We  never 
miss."  And  Rizio  rates  CA  product 
quality  and  support  as  "One  of  the 
best  in  the 
business." 

Which  for 
his  business 
makes  a  big 
difference. 
Because  for 
Jenny  Craig, 
software  isn't 
just  a  part  of 


Lee  Rizio,  VP  of  IS,  helps  Jenny  Craig 
Weight  Loss  Centres  lead 


the  fight  against  fat  with  a 
nationwide  cooperative-processing 
system. built  around  ca-prms 
manufacturing  and 
distribution  software. 


their  business,  it's  part  of  their  core 
business  strategy. 

"CA  knows  what  mission-criti- 
cal means.  Every  day,  I  bet  my  busi- 
ness on  their  software  -  and  in  10 
years,  they've  never  let  me  down." 

That  explains  why  Rizio  plans 
to  stick  with  a  steady  diet  of  CA  soft- 
ware to  keep  his  information  sys- 
tems strong  and  healthy. 

Or,  like  he  says,  "lean  and  mean!' 

(Computer 
jHssooates 

Software  superior  by  design. 


©  Computer  Associates  International.  Inc.,  Islandia. 
NY11788  7000.  1-800-225-5224.  AH  product  names  refer- 
enced herein  are  trademarks  of  their  respective  companies. 
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3UILDING  SECURITY 

is  quite  good,  but 
^e'p  recommend  some 
improvements  in 

DUST  FILTRATION. 


)less     Hours  of 
t  may  have  gone  into  the  planning 
building.  Still,  there  are  several 
ant  factors  that  you  might  never 
anned  for. 

rhe  continued  satisfactory  perform- 
your  heating,  air  conditioning  and 
:ion  components.  The  efficiency  of 
ghting.  Even  the  effectiveness  of 
curity  system. 

n  fact,  there  are  those  who  believe 
cause  their  building  is  relatively 
is  energy  efficient.  What  you  may 


COS 

be  surprised  to  learn  is  that  a  building 
only  ten  years  old  can  use  30-70%  more 
energy  than  it  should.  (Figures  that  only 
increase  with  the  age  of  your  structure.) 

This,  however,  would  not  be  the 
case  after  we  work  to  improve  the  total 
operation  of  your  building  systems. 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment. 
Since  the  costs  of  improving  the  efficien- 
cy of  the  mechanical,  electrical,  and 


lighting  systems  within  your  facility  can 
often  be  paid  for  by  the  subsequent  sav- 
ings in  energy  usage. 

We  can  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we've 
always  known  that  when  it  comes  to  the 
inside  of  your  building,  there  are  some 
things  you  simply  can't  plan  for. 

Which  is  why  we're  fully  commit- 
ted to  improving  life  in  the  great  indoors. 

JQHNSON 
CONTROLS 


POMPUTERS/COMMUNICATIONS 


computer-aided  design,  the  CAD,  in 
with  computer-aided  manufacture, 
the  cam.  We  don't  yet  have  the  revo- 
lution in  factory  operation  that  the 
futurists  were  talking  about,  but  we 
have  something. 

Richard  Funke  is  director  of  engi- 
neering and  manufacturing  systems  at 
Allen-Bradley,  Rockwell  Internation- 
al's factory  automation  subsidiary.  He- 
explains  what  happened: 

"Computer-aided  design  came  in 
the  early  1970s  and  improved  pro- 
ductivity by  2-to-l.  In  the  1980s  we 
got  designing  tools  to  work  in  three 
dimensions  on  the  computer  screen. 
But  we  were  missing  the  link  between 
those  systems  and  the  shop  floor.  We 


callv  controlled  machine  tool  that 
could  accept  computerized  input. 
What  could  be  simpler  than  plugging 
the  one  into  the  other? 

■  It  turns  out  that  running  a  machine- 
tool  takes  not  just  numbers  but  judg- 
ment and  experience.  Elmo  Holt,  ad- 
vanced manufacturing  technology  di- 
rector at  Rockwell's  space  systems 
division,  cites  an  example.  A  trained 
machinist  can  look  at  an  engineer's 
design  and  recognize  that  if  an  alumi- 
num block  is  machined  to  a  thinness 
of  thrce-hundredths  of  an  inch,  the 
metal  will  vibrate  enough  to  make 
further  cuts  inaccurate.  A  cad/cam 
system  isn't  going  to  know  that.  So  it 
is  that  factories  using  cad  and  cam 


Jerry  R.  Robertson,  Cimplex  Corp.  president 

It's  not  just  the  money.  It's  the  speed  to  market. 


talked  about  it  for  more  than  ten 
years,  but  only  a  year  ago  did  we  begin 
to  look  at  it  seriously." 

One  pioneering  cad/cam  integra- 
tor is  a  San  Jose,  Calif,  outfit,  Cimplex 
Corp.  Its  software,  which  sells  for 
$52,000  per  user,  translates  an  engi- 
neer's three-dimensional  drawing 
into  a  program  to  run  the  tools  to  cut 
the  part.  The  program  is  getting  raves 
from  the  likes  of  Rockwell  Interna- 
tional Corp.  and  Ingersoll  Milling 
Machine  Co. 

The  problem  that  Cimplex  is  tack- 
ling looked  so  easy  at  first.  At  one  end 
of  the  factor)'  you  had  a  design  engi- 
neer, with  specifications  for  a  pan 
already  computerized  on  a  display 
screen.  At  the  other  end  lav  a  Humeri 


mediate  the  two  with  a  layer  of  human 
beings,  machine  tool  programmers. 

Those  programmers  are  scarce — 
and  expensive.  One  of  the  ironies  of 
today's  factories  is  that  it  can  take  less 
time  to  mill  complex,  low-volume 
parts  than  it  does  to  program  the 
milling  machine.  At  Rockwell's  space 
systems  plant  in  Downey,  Calif.,  a 
milling  machine  will  take  80  hours  to 
reduce  a  46-by-42-inch  slab  of  cast 
aluminum  into  a  space  shuttle  dock- 
ing port.  (Rockwell  will  make  at  most 
four.)  But  it  takes  200  hours  to  pro- 
gram the  computer  to  tell  the  ma- 
chine what  to  do. 

The  real  savings  aren't  in  eliminat- 
ing the  $36-an-hour  programmer. 
They  are  in  moving  faster.  If  the 


programmer  happened  to  make  a  mis- 
take writing  out  the  tool  paths,  or  if 
different  milling  machine  must  b 
used,  the  tedious  process  starts  a] 
over  and  the  project  can  be  delaye< 
for  weeks. 

That's  why  Ingersoll  Milling,  th< 
Rockford,  111.  machine  tool  builder 
spent  $5  million  over  eight  years  in 
stalling  the  Cimplex  system.  It  is  find 
ing  it  can  slice  80%  off  the  time  need 
ed  to  write  the  program  to  cut  com! 
plex  parts  for  an  automotive  transfe 
line.  "You  are  not  spending  any  tim< 
committing  errors,"  says  Georgi 
Hess,  the  vice  president  of  planning. 

Convincing  companies  of  sucl 
benefits  hasn't  been  easy  for  Cimplex 
Industrial  software  specialists  startet 
the  company  in  1984.  The  companj 
went  bust  five  years  and  $35  millioi 
of  venture  capital  later.  The  technol 
ogy  was  good.  Manufacturers  jus 
weren't  ready  for  it  because  mos 
workstation  computers  didn't  have 
enough  power. 

In  late  1990  Morgan  Stanley  and  I 
group  of  employees  bought  the  tech' 
nology  and  created  a  new  company 
Jerry  R.  Robertson,  a  former  NAS.4 
engineer  and  Digital  Equipment 
manager,  was  hired  to  run  it.  It  is  still 
tiny:  Sales  for  the  privately  held  com- 
pany were  about  $3  million  in  1993. 

Robertson  focuses  on  big  compa- 
nies with  low  production  runs  of  i 
wide  variety  of  high-value  products 
Boeing,  Texas  Instruments,  Caterpil- 
lar and  Allen- Bradley.  To  round  oul 
its  line,  Cimplex  recently  announced 
plans  to  merge  with  a  larger  competi- 
tor, Minneapolis-based  Camax  Sys- 
tems Inc.,  which  markets  to  the  othet 
end,  small  job  shops  and  subcontrac- 
tors. Together  sales  should  be  about 
$15  million  in  1994. 

Cimplex  asks  machinists  and  pro- 
grammers about  the  best  tool  for  each 
chamfer  or  counterbore.  It  ferrets  out 
the  idiosvnerasies  of  crankv  machine 
tools,  such  as  what  temperature  they 
operate  best  at  or  what  cutting  oils 
they  prefer.  Programmers  distill  the 
wisdom  and  incorporate  it  in  the  soft- 
ware for  posterity. 

With  business  increasingly  inter- 
ested in  limited-run  products,  the 
cad/cam  systems  probably  have  a 
bright  future.  But  that  future  hasn't 
come  easily  or  quickly.  The  future 
rarely  does.  I 
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AND  START  LABELING 


EVERYTHING  ELSE! 


And  once  you  start  using 
P-Touch,  you'll  be  in  good 
company  because  over 
2  million  people  are  already 
using  Brother's  Electronic 
Labeling  system  to  organize 
and  identify  all  sorts  of 
items  in  their  home  and 
office.  So  get  busy.  Pick  the 
P-Touch  model  that's  per- 
fect for  you,  pop  in  a  label 
cartridge,  you  have  over  30 
label  colors  to  choose 
from— type  in  your  label 
information  and  hit  print. 
You'll  get  a  razor  sharp, 
laminated  label  that's 
perfect  for  anything:  file 
folders,  binders,  tools, 
computer  disks,  fuse  boxes, 
you  name  it.  Because  when 
it  comes  to  labeling 
everything  else,  there's 
only  one  place  to  start . . . 
Brother  P-Touch. 


Available  at: 

SEARS  BRAND  CENTRAL 

STAPLES 

OFFICE  DEPOT 

MONTGOMERY  WARD 

ELECTRIC  AVENUE 

OFFICEMAX 

COMPUSA 

AND  OTHER  FINE  DEALERS 


ELECTRONIC 
LABELING  SYSTERMS 

We're  at  your  side. 


We  re  at  your  side. 

brother 


What  will  keep  tra 
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PCs,  workstations  and  midrange  computers,  linked  to 

Mainframes,  what  else? 


|  one  of  the  biggest  events  in  the  world.  And  the  athletes 
s  only  a  small  fraction  of  the  people  involved. 
There  are  coaches,  trainers,  journalists,  maintenance 
aple,  security  people,  you  name  it— 50,000  in  all,  with 
ast  array  of  diff  erent  information  needs. 
Obviously,  it's  critical  that  everything  comes  off 
rfectly  during  the  Olympic  Games.  Because  at  this 
e-of-a-kind,  two-week  occasion,  there  are  no  second 
ances  to  get  it  right. 

Which  is  why  the  '94  Winter  Games  have  mainframes 
;rving"  the  rest  of  their  computer  network  "clients." 
i  the  only  way  to  handle  the  almost  unimaginable 
brmation  needs  of  this  monumental  event.  Like,  for 
ample,  making  sure  every  local  area  network  and  PC 


at  Lillehammer— 2,995  PCs,  to  be  exact— has  instant 
access  to  statistics,  bios,  results,  timings,  not  to  mention 
information  concerning  ticketing,  maintenance,  food, 
lodging  and  a  host  of  other  things. 

You  might  say,  running  the  Olympic  Games  is  similar 
to  running  a  company.  Which  is  why,  like  so  many 
companies,  they  depend  on  mainframes  for  accessing, 
managing,  distributing  and  protecting  mission-critical 
information.  Because,  quite 
simply,  nothing  else  can  do 
the  job  nearly  as  well. 

To  receive  more  infor- 
mation on  mainframes,  call 
1  800  IBM-6676,  ext.  656. 
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COMMENTARY  RY  JOSEPH  R.  GARRER 


Joseph  R.  Garber  is  a  strategist  with 
Americom  Corp.  in  San  Francisco. 


Noi  QU]  1 1  20  years  ago  W.T,  Grant, 
once  one  of  America's  largest  retail- 
ers, went  bust.  A  team  of  accountants 
and  c<  insultants  was  dispatched  to  sift 
through  the  rums  to  sec  what  could 
be  salvaged.  I  was  one  of  them.  My 
thankless  chore  was  to  examine 
c  irant's  credit  card  <  »perati<  >ns. 

They  were  a  catastrophe.  Grant  was 
downright  promiscuous  in  handing 
out  credit  cards.  Migrant  workers  got 
them,  welfare  recipients,  people  with 
no  fixed  address  and  evert  folks  domi 
ciled  south  of  the  border.  Grant  sold 
these  folks  a  lot  of  television  sets, 
hi  lis  and  refrigerators,  Getting  paid 
was  another  matter.  Try  repossessing 
refrigerators  out  of  Mexico. 

l  oo  bad  Grant  never  used  a  soft- 
ware package  it  bought  from  a  pair  of 
entrepreneurs  named  William  Fair 
and  Earl  Isaac.  These  mathematical 
modelers  had  set  up  shop  in  1956, 
making  heavy  use  of  a  statistical  tech- 
nique called  multivariate  analysis. 
This  is  a  method  tor  systematically 
relating  outcomes  (say,  salaries)  to 
possible  causative  factors  (say,  age, 
education  and  geographv  I. 

With  their  equations,  Fair  and  Isaac 
discovered  that  they  could  predict 
with  surprising  accuracy  who  would 
[iay  bills  on  time,  who  would  pay  late 
and  who  would  pay  not  at  all.  The  two 
entrepreneurs  soon  had  a  tidy  little 
business  on  their  hands 

Grant  bought  but  didn't  use  the 


stuff.  Today  more  and  more  business 
people  are  using  it.  During  the  past 
five  years  revenues  for  Fair,  Isaac  & 
Co.  have  grown  at  about  30%  annual 
ly,  to  $67  million  for  fiscal  1993,  on 
which  it  netted  $8.6  million  pretax. 
Bill  Fair  continues  as  chairman.  His 
partner  Earl  Isaac  is  deceased. 

For  its  credit  scoring  software  l  air, 
Isaac  uses  the  (actors  you  would  ex- 
pect: payment  history,  home  owner 
ship,  employment  status,  bank  refer 
ences  and  the  like.  Then  there  are  the 
factors  yon  wouldn't  expect.  In  the 
1970s  one  client  asked  the  company 
to  use  astrological  signs  in  screening 
credit  applicants.  Fair,  Isaac  reluctant- 
ly acceded  to  the  client's  request, 
producing  results  that,  unsurprising- 
ly, demonstrated  that  fortune-telling 
and  finance  don't  mix. 

However,  giving  individual  factors 
too  much  emphasis  can  produce  em 
barrassing  results — as  one  bank  that 
didn't  want  to  lend  to  secretarial 
workers  learned  when  it  turned  down 
an  applicant  whose  job  title  was  Secre- 
tary of  I  lealth,  Education  &  Welfare. 

The  output  of  Fair,  Isaac's  number 
crunching  usually  is  a  single  score, 
albeit  different  factors  and  different 
algorithms  are  used  in  different  mar 
kets.  Morgan  Guaranty  would  turn 
up  its  nose  at  what  1  lousehold  Fi- 
nance thinks  of  as  a  stellar  credit  risk. 

Over  its  38  years  the  company  has 
invented  some  specialized  statistical 
techniques  that  are  applicable  to  more 
than  just  credit  screening.  Uncle  Sam 
uses  secret  formulas,  based  on  some 
Fair,  Isaac  algorithms,  to  catch  tax 
ev  aders.  In  W72,  the  first  year  the  teds 
put  those  algorithms  to  use,  the  Inter 
nal  Revenue  Service  increased  assess 
ments  tor  underpayments,  even  as  it 
cut  the  number  of  audits  by  a  third. 

More  important  to  its  revenue 
base,  f  air,  Isaac  found  that  it  its  soft- 
ware w  as  good  at  spotting  deadbeats, 
ii  was  even  better  at  identifying  sales 
prospects.  So  it  sells  predictions  about 


which  customers  are  most  likely  t< 
buy  what.  Fair,  Isaac  Chief  Executive 
Larry  Rosenberger  boasts  that  a  typi 
cal  client  using  both  the  sales  and  the 
credit  analyses  can  increase  revenue 
30%  a  year  at  the  same  time  that  it  cuts 
bad  debt  losses  15%  to  20%. 

No  less  than  in  W.T.  Grant's  time 
of  troubles,  delinquencies  remain  a 
serious  problem.  Gross  profit  spreads 
lor  credit  card  issuers  have  widened 
handsomely  in  recent  years,  as  the 
interest  they  charge  has  remained 
close  to  flat  while  the  interest  they  pay 
has  plunged.  Those  spreads  tempt 
card-issuers  to  reach  for  customers — 
and  make  credit  scoring  programs  all 
the  more  important. 

A  decade  ago,  Rosenberger  says^ 
lenders  expected  that  an  average  of) 
one  out  of  every  ten  borrowers  would) 
turn  into  a  serious  delinquency.  To- 
day, it's  more  than  one  out  of  sev  en. 
Then  there  is  the  close  to  $1  billion 
lost  to  credit  card  fraud  and  over  $2.5 
billion  lost  in  fraudulent  consumer 
bankruptcy  declarations.  Fair,  Isaac 
looks  to  be  in  a  high  growth  market. 

The  only  dark  cloud  on  the  compa- 
ny's horizon  is  the  proposed  federal 
law  requiring  lenders  to  disclose  toi 
consumers  their  credit  scores  and  how 
they  w  ere  calculated.  Giv  en  the  com- 
plexity of  the  math  involved,  the  liter- 
al implementation  of  that  law  would 
create  havoc  in  the  banking  industry. 
Vermont  enacted  such  rules  and  three 
months  later  had  to  beat  a  hasty  re- 
treat when  some  of  the  nation's  mostj 
notable  lenders  simply  stopped  doing 
business  there. 

Because  it  specializes  in  spotting 
bad  -  credit  risks,  you  would  expect 
Fair,  Isaac  not  to  have  much  of  a 
collection  problem  with  its  own  cus- 
tomers. Such  is  the  case.  Up  until  last 
decade's  spate  of  S&L  failures,  the 
company  carried  only  one  bad  debt 
on  its  books. 

Which  was  the  deadbeat?  W.T. 
Grant,  of  course. 
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NOW 


ogy  puts  our  Laser  Class 

Series  of  Plain  Paper  Faxes  in 
a  class  by  itself.  First  off,  these 
faxes  are  fast  -  transmitting  a 
page  in  as  little  as  6  seconds* 
which  drives  down  phone 
charges.  Also,  most  interface 
with  your  desktop  computer 
so  you  save  steps,  save  time, 
and  increase  productivity. 

Best  of  all,  our  Laser  Class 
Series  takes  full  advantage  of 
our  exclusive  image  processing 
and  laser  printing  technology. 


•Based  on  CCITT  U I  chart 


paper  to  end  up  with  extraor- 
dinary faxes  each  and  every  time. 
No  wonder  Canon  is  the  leader 
in  Plain  Paper  Faxes. 

Canon's  system  solutions 
prove  once  again  that  our  most 
advanced  office  technology 
really  can  go  the  distance. 
When  the  rest  say  you  can't, 
Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON  and 
receive  a  free  Fax  Decision 
Maker's  Kit. 

Laser  Class  is  a  registered  trademark  of  Canon  Inc. 
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if  you  ski,  you  risk  knee  damage.  This  can  present 
you  with  some  unpleasant  choices. 

Skier's  knee 


By  Carol  M.  Cropper 

Skiing  backwoods  trails  in  New 
York's  Adirondack  Mountains  last 
February,  I  zoomed  into  a  snowbank, 
fell  sideways  and  heard  a  pop.  The 
pain  was  paralyzing,  but  it  subsided 
quickly.  I  got  up  and  skied  again.  Back 
at  the  lodge,  my  right  knee  started  to 
swell,  but  I  tried  not  to  worry.  I'd 
twisted  my  anlde  lots  of  times.  A  few 
weeks  of  limping,  then  gooci  as  new. 

Not  this  time.  Since  then,  I've  had 
five  months  of  physical  therapy  and  a 
costly  operation,  yet  pain  remains. 

Broken  bones  used  to  be  a  major 
threat  to  downhill  skiers.  Less  so  now. 

These  days  when  a  skier  falls,  high- 
tech bindings  release  the  boot  before 
the  pressure  breaks  his  leg.  But  while 
reducing  the  risk  of  leg  fractures,  the 
modern  equipment  can  be  a  threat  to 
the  knee.  Today's  skis  are  so  respon- 
sive that  they  make  quick  turns,  some- 
times unintended  by  a  skier.  If  during 
a  turn  one  of  your  skis  abruptly  turns 
inward,  that  knee  will  twist,  causing 
an  injury.  Modern  boots  are  danger- 
ous for  the  knees,  too:  By  helping 


Danger  zone 
As  risky  as 
college  football. 


Save  your 
knees, 
you  may 
need  them 


Want  to  avoid  damag- 
ing your  knee  so  badly  you 
will  someday  need  a 
$30,000  knee  replace- 
ment? "Stay  fit  and  stay 
light,"  advises  Dr.  William 
L.  Healy,  chairman  of  or- 
thopedic surgery  at  the  La- 
hey  Clinic  in  Burlington, 
Mass.  A  knee  surrounded 
by  strong  muscle  is  less 
likely  to  twist  in  a  stumble 
or  fall.  Less  weight  means 
less  force  on  the  joint. 

Most  knee  replace- 
ment jobs  arc  done  on  peo- 
ple oyer  60  who  develop 
art  hritic  conditions,  but  the 


arthritis  is  often  the  con- 
sequence of  a  long-ago 
injury — a  trauma  of 
some  sort. 

So  if  your  knee  joint 
swells  or  hurts  after  an  ac- 
tivity like  running,  con- 
sult a  physician  or  look  for 
another  way  to  exercise 
without  so  much  trauma. 
Maybe  run  every  other 
day  and  swim  the  second. 
Or  stick  to  fast  walking.  If 
you  injure  the  joint,  see  a 
doctor.  An  unstable  knee 
can  grind  down  cartilage 
and  bone  and  lead  to 
trouble  later.  -C.M.C.  H 


prevent  backward  falls,  they  increa 
the  likelihood  of  twisting  the  knee. 

Each  year  about  20,000  skiers  1 
the  U.S.  severely  tear  their  knees, 
threefold  increase  since  the  1970 
according  to  Carl  Ettlinger  of  Vei 
mont  Safety  Research.  A  skier  has 
chance  in  2,500  on  any  given  day  i 
tearing  a  key  ligament  in  his  knee — 
in  417  in  a  six-day  ski  week — just  i 
for  a  college  football  player. 

The  knee  is  an  elegantly  designc 
joint,  but  nature  designed  it  for  ord 
nary  uses,  not  for  the  stresses  of  at! 
letics.  Tough  ligaments  run  down  tl1 
sides  of  the  knee  joint  to  hold  tlj 
thigh  and  shin  bones  in  place.  Ei 
tween  these  ligaments,  two  tiny  lig3 
ments  crisscross  inside  the  joint.  Or\ 
of  these  is  the  anterior  cruciate.  This 
where  skiers  are  most  at  risk:  Tearinj 
that  ligament  is  the  most  commo 
severe  injury  in  a  ski  fall. 

When  someone  tears  one  side  of  a 
anterior  cruciate  ligament,  it  doesn 
grow  back  like  most  other  ligamentj 
instead,  the  weakened  other  side  oj 
ten  shrivels  or  tears.  Unless  the  anted 
or  cruciate  is  torn  neatly  from  th| 
bone  (in  which  case  it  can  be  staple 
back),  there  is  no  easy  way  to  fix  i| 
Because  the  ligament  has  little  bloo 
supply,  it  usually  doesn't  heal  even 
sewn  back  together. 

So  what  do  you  do  if  you  damag 
this  ligament?  You  face  two  nast 
choices.  One  is  to  pay  $12,000  t 
have  an  orthopedic  surgeon  cut  ou 
part  of  either  your  kneecap  tendon  o 
your  hamstring  and  insert  that  as 
makeshift  ligament.  Regaining  fill 
use  of  the  knee  often  takes  a  year,  an 
in  25%  of  the  cases  the  patient  is  le| 
with  at  least  mild  residual  pain,  say 
Dr.  Thomas  Wickiewicz,  an  orthopc 
die  surgeon  at  New  York  City's  Hos 
pital  for  Special  Surgery. 

The  second  unpleasant  choice  is  t<i 
spend  months  in  rehabilitative  thera 
py — at  a  cost  of  $50  to  $100  a  ses 
sion — to  gain  mobility  and  strength 
en  surrounding  muscles.  But  eve 
after  such  therapy,  a  previously  in 
jured  knee  may  still  give  way  unde 
stress  or  during  a  sudden  turn,  caus 
ing  additional  injury.  A  game  of  pick 
up  basketball  or  an  aggressive  set  o 
singles  tennis  becomes  a  health  risk 
And  with  therapy,  as  with  surgery 
there  is  no  assurance  that  you  wi 
come  out  of  it  pain-free. 
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ABOVE: 
A  right  knee. 
The  thigh  bone 
(femur)  is 
connected  to  the 
shin  bone  (tibia) 
by  strong 
ligaments,  with 
meniscal  cartilage 
absorbing  the 
shocks.  Two 
tiny  cruciate 
ligaments  criss- 
cross inside 
the  joint. 


sudden  twist  of  the  knee  and  your 
terior  cruciate  ligament  can  be 
maged  for  life.  The  same  is  true  of 
i  protective  meniscal  cartilage, 
her  trauma  can  lead  to  arthritis. 


Another  common  injur)',  for  skiers 
and  for  other  athletes,  is  a  tear  in  a 
meniscus — one  of  the  two  crescent- 
shaped  cartilage  discs  that  act  as  shock 
absorbers  between  the  bones.  A  torn 
meniscus  can  lock  up  the  entire  knee, 
as  stray  or  frayed  cartilage  cuts  into 
other  tissue,  preventing  movement. 

Again,  surgery  is  one  option  here. 
Surgeons  usually  shave  away  only  the 
frayed  edges,  leaving  as  much  of  the 
cartilage  as  possible.  Surgeons  like 
Wickiewicz  are  experimenting  with 
cartilage  from  cadavers,  but  it's  too 
soon  to  know  whether  these  trans- 
plants will  last. 

If  there  is  no  evidence  of  a  major 
cartilage  tear  but  the  knee  still  hurts, 
you  may  be  able  to  avoid  surgery. 
With  a  doctor's  supervision,  and  tak- 
ing care  not  to  strain  your  knee  for  a 
year,  the  injur)'  may  heal  on  its  own. 

Why  did  I  choose  surgery?  Barton 
Nisonson,  chief  of  arthroscopy  at 
New  York's  Lenox  Hill  Hospital  and 
team  physician  for  the  New  York 
Rangers  hockey  team,  recommended 
it  because  a  magnetic  resonance  im- 
age indicated  I  had  meniscus  tears.  He 
also  suspected  at  least  a  partial  tear  in 
the  anterior  cruciate  ligament. 

During  surgery,  Nisonson  found 
my  meniscus  wasn't  torn  after  all — 
just  crushed  a  little.  He  left  that  alone. 
The  anterior  cruciate  and  another  lig- 
ament area  were  scarred,  indicating 
partial  tears.  He  left  them  alone  as 
well — most  ligaments  in  the  knee  will 
heal  without  surgery,  and  enough  of 
the  anterior  cruciate  was  intact  for  me 
to  get  by.  Nisonson  did  cut  away  scar 
tissue  and  sand  a  scuffed  area  of  the 
protective  lining  on  one  bone.  Cost: 
$4,000  for  the  surgeon  and  $3,000 
for  the  hospital  and  anesthesiologist. 

A  year  later,  I  have  regained  virtual- 
ly full  motion  in  my  knee,  but  I  have 
intermittent  pain  when  I  climb  stairs 
or  walk  on  hard  surfaces.  The  surgery 
might  have  left  painful  scar  tissue  or  a 
sensitive  area  when  the  bone  lining 
was  smoothed. 

If  I  had  it  to  do  over  again,  I  would 
have  waited  a  bit  longer  before  choos- 
ing surgery.  Although  other  surgeons 
would  have  given  me  the  same  recom- 
mendation, there  was  a  chance  that 
the  knee  pains  would  have  gone  away 
without  an  operation.  With  the  oper- 
ation you  may  be  exchanging  one 
pain  for  another.  KB* 
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Before  we  discovered  a  formula  that 

worked  on  life-threatening  infections, 
we  tested  3,000  that  didn't. 


Once  we  uncovered  an  answer,  we  didn't 
stop  there.  We  then  tested  27,000  additional  formulas  to  ensure  we  had  the  best  one.  In  the  end,  Pfizer's 
commitment  resulted  in  a  major  breakthrough  in  treating  certain  infections  in  people  with  suppressed 
immune  systems— such  as  cancer  patients  on  chemotherapy  and  people  with  AIDS.  With  the  power 
of  innovation,  we  can  find  even  more  breakthroughs  tomorrow.     WE'RE    PART   OF   THE  CURE. 
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Being  within  walking  distance  of  their  planes 

is  amateur  pilots'  idea  of  heaven. 

Real  estate  developers  have  obliged  them. 

Living  on 
the  tarmac 


By  Sharon  Moshavi 

1 1  s  a  si  \  m  ,  warm  morning  in  Pana- 
ma City,  Fla.,  with  a  smattering  oi 
clouds.  Greg  Delavan  strolls  out  his 
kitchen  door,  jumps  into  his  plane, 
taxis  a  mile  or  so  and  soars  off  into  the 
blue  sky.  Destination:  Dog  Island,  a 
20  minute  flight  away.  Delavan,  40, 
and  his  family  frolic  on  the  wildlife 
preserve's  deserted  beaches,  thick 
with  seashells.  Sunbaked,  they  fly 
back,  hop  out  of  the  plane  and  into 
the  house.  It's  time  for  dinner. 

Delavan  and  his  family  inhabit  one 
of  about  450  fly-in  communities 
spread  across  the  U.S.,  where  private- 
pilots  have  as  easy  access  to  their 
aircraft  as  most  of  us  do  to  our  auto- 
mobiles. The  airplane  hangars  are  ei- 


ther attached  to  the  houses  or  just  a 
few  steps  away.  In  communities  like 
Delavan's  Sandy  Creek  Airpark,  the 
taxiways  lie  out  back,  leading  to  a 
nearby  runway.  Driving  past  the 
homes,  you  wouldn't  know  these 
neighborhoods  are  different  from 
other  suburban  developments. 

These  high-flying  communities 
range  in  size  from  20  to  several  hun- 
dred homes.  "It's  one  of  the  dreams 
that  you  always  wish  for,  to  come  and 
go  as  you  like,"  says  Tim  Morgan,  46, 
an  architect  who  moved  30  miles 
outside  Denver  to  Van  Aire  Skyport 
16  years  ago. 

Morgan,  his  wife,  Cindy,  and  other 
friends  who  live  in  the  86-home  skv- 


park  think  nothing  of  taking  a  49 
minute  llight  to,  say,  Cheyenne,  WyJ 
on  a  Sunday  morning  for  breakfasj 
Morgan  says  it  costs  him  $40  to  $9 
an  hour  to  operate  his  plane,  so  a  tri 
to  Cheyenne  "makes  for  a  very  expei 
sive  cup  of  coffee." 

And  they  don't  let  snow  y  Colorad 
winters  stop  them.  Part  of  the  $20 
annual  fee  each  skypark  resident  pas 
goes  tow  ard  plow  ing  the  runway  an 
taxiways.  "It  snows  one  day  and  vo 
can  fly  out  the  next,"  says  Morgan. 

Morgan  flies  both  for  pleasure  anl 
to  get  to  business.  A  designer  of  small 
town  buildings  such  as  banks  and  cit 
halls,  Morgan  has  used  his  single 
engine  Cessna  182  to  expand  his  bus 
ness  into  five  states.  With  his  offid 
built  into  the  corner  of  his  hangai 
Morgan  can  design  blueprints,  turn 
ble  into  his  plane  and  meet  with 
client  in  Kansas  or  Texas  in  an  hour  a 
so.  "My  business  wouldn't  work  if 
had  to  drive  five  hours  to  see  a  client,1 
he  says. 

Jackson  Stewart,  ow  ner  of  Stew  ar 
Racing  Products  in  Rosamond,  Calif] 
has  lived  for  two  years  in  the  30-homi 
Rosamond  Skypark,  in  the  Californi 
desert  just  north  of  the  Los  Angele 
county  line.  Stewart,  35,  keeps  hi 
two  planes  there  and  is  building 
large  hangar  to  accommodate  hi 
helicopter. 


Keeping  his  plane 
parked  at  his  door 
gives  Tim  Morgan 
of  Colorado's 
Van  Aire  Skyport 
the  kind  of  freedom 
he's  always 
dreamed  of 
Flying  to 
Cheyenne  for 
a  cup  of  coffee. 
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Pat  Ohlsson 

and  spouse 

fled  New  York 

for  Spruce  Creek  Fly-In, 

in  Daytona  Beach,  Fla., 

to  live  among  folks  who 

also  love  to  fly 

A  dozen  planes 

flying  off 

to  a  resort  is 

nothing  unusual. 


Stewart,  whose  company  manufac- 
•es  racing  cars  and  products  for 
im,  flies  all  over  the  western  U.S.  to 
tch  his  cars  compete  at  dozens  of 
etracks.  Stewart  also  pilots  to  the 
item  Sierras  to  get  in  some  siding, 
lat  would  be  a  four- hour  drive 
:omes  a  one-hour  flight.  Stewart 
s  the  slopes  by  8:30  a.m.  and  flies 
me  in  the  afternoon. 
The  poshest  of  these  communities 
Spruce  Creek  Fly-In,  situated  in 
ytona  Beach,  Fla.  Spread  out  on 
1-50  acres  with  13  miles  of  roadways 
i  taxiways,  it  has  1,000  homes — 
3ut  a  third  of  which  have  hangars 
i  planes — along  with  a  golf  course, 
ountry  club  and  a  resident  celebri- 
actor  John  Travolta.  Situated 
long  the  landscaped  lawns  lined 
:h  palm  trees  and  screened-in  lanais 
:  the  airplane  hangars,  attached  to 
:  houses  and  designed  to  blend 
:h  them,  whether  the  style  be  Mexi- 
i  adobe  or  Southern  Colonial. 
Pat  Ohlsson,  a  fast-talking  New 
rker,  flying  since  1974,  has  lived 
re  since  1987.  Ohlsson,  54,  lives 
:h  her  second  husband,  who  shares 
r  passion  for  flying.  They  have  start - 
a  real  estate  agency,  selling  proper- 
s  in  the  Daytona  area,  mostly  in 
ruce  Creek.  Both  of  them  teach 
mg  on  the  side. 

Houses  with  hangars  at  Spruce 
eek  range  from  $250,000  to  $1 
llion.  Not  cheap,  but  it  can  make 
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sense  for  pilots.  Renting  a  hangar  at 
an  airport  costs  $200  to  $700  a 
month,  says  Dave  Sclair,  head  of  the 
Living  with  Your  Plane  Association. 
"This  way,  you  can  buy  a  house  and 
put  that  money  into  monthly  mort- 
gage payments." 

Be  warned — there  are  some  haz- 
ards to  living  in  a  fly-in  community.  In 
December  a  78-year-old  pilot  who 
had  taken  off  from  the  Spruce  Creek 


runway  crashed  into  one  of  the  com- 
munity's houses.  The  pilot  was  killed, 
and  the  owner  of  the  house  narrowly 
escaped  as  the  plane  tore  through  her 
living  room. 

If  you  love  flying  and  aren't  de- 
terred by  the  slim  chance  that  one  of 
your  neighbors  might  crash  into  your 
living  room,  contact  the  Living  with 
Your  Plane  Association,  206-471- 
9888,  for  more  information.  m 


Backseat 
pilots 


On  Nov  20,  1983  Bruce 
Turner,  57,  suffered  a  fatal 
heart  attack  while  pilot- 
ing his  Piper  Cherokee 
180,  which  was  also  car- 
tying  his  wife,  Jane,  and 
two  friends.  Jane,  then 
59,  was  sitting  in  a  rear  seat 
and  grabbed  the  headset 
from  her  husband.  Her 
"mayday"  was  answered 
by  ground  control,  and  by 
giving  commands  to  her 
friend  in  the  copilot  seat, 
they  safely  landed  the 
plane. 

Jane  Turner  was  no  pi- 
lot, but  only  six  months 
earlier  she  had  taken  a 
special  Pinch-Hitter  course 
offered  by  the  Air  Safety 
Foundation.  "My  husband 
had  wanted  me  to  take 


the  course  for  years,"  says 
Jane.  "Luckily,  I  finally 
relented." 

Offered  a  couple  of 
times  a  month  in  cities 
around  the  country,  the 
four- hour  Pinch- Hitter 
course  teaches  the  basics 
of  flight  control  and  emer- 
gency procedures.  Price: 
$79.  For  information,  call 
800-638-3101. 

"Often,  one  spouse 
has  a  love  of  aviation,  and 
it's  just  tolerated  by  the 
other,"  says  Greg  Delavan 
of  Sandy  Creek  Airpark  in 
Panama  City,  Fla.,  whose 
w  ife  has  taken  the  course. 
"The  course  gets  them  in- 
volved. It  also  makes 
them  more  confi- 
dent." -S.M.  mm 
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"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott.  Marshal!  McGinley 
&  Doyle 

3435  Wilshir-  Blvd.,  Suite  650 
Los  Angeles,  CA  90010-1907 
(213)  382-6346 
Fax:  (213)  382-1  108 


SAN  FRANSISCO: 

Scott,  Marshall,  McGinley 
&  Doyle 

450  Sansome  St.,  Suite  1420 
San  Franscisco,  CA  941 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision,  Inc. 

310  Madison  Ave. 

Suite  1412 

New  York,  NY  10017 

(212)  953-1308 

Fax:  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 


For  over  43  years,  leading 
international  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America. 

•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

•Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 

continuity 


•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 


ill  OR  FAX  VISION'S  NEAREST  REPRESENTATIVE  FOR  A  COMPLETE  MEDIA  KIT 


SSELDORF: 

R.  Communications 
seldorfer-Strasse  132 
0  Diisseldorf-Oberkassel 
many 

1)  57-30-26 
:  57-53-92 


SWITZERLAND: 

Publicitas  AG 
Kirschgartenstrasse  14 
CH-4010  Basel 
Switzerland 
(61)  275-4646 
Fax:  275-4777 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1    Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)  584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A. 
26  Avenue  Victor  H 
75116  Paris,  France 
(1)45  00  66  08 
Fax:  45  00  9*  81 
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From  Miami  to  New  York,  Cuban  art  is  hot,  hot,  hot. 


Castro's 
last  cache 


By  Christie  Brown 

When  it  came  to  art,  Fi- 
del Castro  had  a  choice  to 
make  upon  seizing  control 
of  Cuba  in  1959:  promote 
art  as  propaganda;  or  as  a 
way  to  win  cultural  prestige 
and  bring  in  badly  needed 
foreign  exchange. 

Cachet — and  cash — beat 
communism. 

Before  Castro  there  were 
Cuban  artists  who  enjoyed 
international  reputations, 
chief  among  them  Wilfredo 
Lam  (1902-82),  Amelia 
Pelaez  (1897-1968),  Rene 
Portocarrero  (1912-86), 
Carlos  Enriquez  ( 1900-55 ) 
and  Mariano  Rodriguez 
(1912-90).  These  artists 
painted  in  modernist  and 
surrealist  styles. 

Castro's  government 
wound  up  owning  many 
works  by  these  Cuban  "old 
masters,"  having  seized 
them  from  the  homes  of 
wealthy  Cuban  exiles  or  ac- 
quired them  directly  from 
the  artists. 

For  exportable  art  the  Castroites 
turned  to  younger  artists.  They  could 
paint  whatever  they  wanted,  and  as 
much  as  they  wanted  (as  long  as  there 
was  no  overt  criticism  of  Castro). 
However,  most  works  had  no  hard 
propaganda  messages,  unlike  Russian 
art  at  the  time,  But  in  return  for 
leaving  the  artists  alone,  and  supply- 
ing them  with  materials,  Castro 
would  keep  about  50%  of  whatever 
their  art  fetched  from  foreign  buyers. 

Obviously,  not  all  Cuban  artists 
were  happy  with  this  arrangement  or 
with  Castro's  misrule.  Many  fled  to 
the  U.S.  as  soon  as  they  could. 

The  first  wave  was  the  budding 


Fernando  Alvarez-Perez  with  "Tree  of  Old  Memories, 
by  Sixties-generation  artist  Luis  Cruz  Azaceta 
The  elite  artists  Castro  sponsored 
are  also  leaving  in  droves. 


"The  Jungle,"  by  Wilfredo  Lam 

For  every  real  Lam,  expect  four  fakes. 


artists  who  left  Cuba  in  the  1960s  an 
trained  in  the  U.S.  They  were  fol 
lowed  by  a  second  group  of  painters 
those  who  left  during  the  Marie)  boat 
lift  in  1980. 

The  last  to  arrive  here  were  Cuba] 
elite  artists.  Promoted  and  shown  in 
ternationally  under  Castro,  they  haw 
been  defecting  in  droves  over  the  las 
four  years. 

One  major  collector  of  living  Cm 
ban  artists  is  Dr.  Fernando  Alvarez 
Perez,  an  obstetrician  in  Coral  CM 
bles,  Fla.  While  helping  ou 
with  the  arrival  of  Marie| 
refugees,  he  met  some  q 
the  artists  and  got  hookedi 
His  collection  include 
about  100  works. 

The  paintings  by  thj 
newest  arrivals  differ  mark 
edly  in  style  from  those  q 
the  earlier  emigres.  Whili 
works  by  the  Sixties  genera 
tion  and  Mariel  school  art) 
ists  show  American  influ 
ences,  the  works  by  recen 
Cuban  defectors  have  a  verl 
international,  avant-gardi 
style. 

Although  many  of  thesd 
Cuban  artists  now  paini 
side  by  side  in  Miami,  then 
is  no  love  lost  among  th^ 
three  groups.  Each  believe! 
die  others  had  it  easier  thai] 
they  did.  Yet  for  all  theij 
stylistic  and  political  differ 
ences,  their  paintings  al 
have  a  common  theme:  anf 
ger  and  rootlessness. 

However,  there  is  alsd 
much  that  is  essentially  Cu 
ban  about  a  good  deal  of  the  art 
Cuban  exiles  Ramon  and  Nercys  Ceri 
nuda  of  Miami  have  amassed  over  30(j 
of  the  so-called  old  master  paintings 
For  the  Cernudas  the  paintings  depict 
the  soul  of  their  homeland,  blending 
Spanish,  African  and  Chinese  cul 
tures.  Pointing  to  a  1946  modernisjj 
painting  of  a  rooster  by  Mariano  Rod- 
riguez, they  race  each  other  to  de- 
scribe it.  "The  rooster  symbolize^ 
machismo  culture — very  rebellious, 
very  dignified,"  says  Ramon.  "Color J 
fill,"  adds  Nercys.  "Sensual,  promis- 
cuous," says  Ramon.  "Loud,"  says 
Nercys.  Ramon  laughs,  "It's  a  ver>j 
Cuban  animal." 
Verv  Cuban  and  very  in.  At  first  it 
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A  suite  at  The  Fairmont  has  always 
n  considered  the  standard  of  luxury  in 
iness  travel. 

Indeed,  there  was  a  time  when  it  was  a 
ury  afforded  to  only  the  very  few.  Or,  the 
y  Important.  Like  Presidents.  Royalty. 
1  even  the  occasional  Pope. 


President  William  H. 
enjoyed  a  suite  at  The  F 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
ofluence  to  get  a  suite  at  die  Fairmont 

Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who 
n  doors  at  The  Fairmont.  You  simply 
d  to  register  in  our  President's  Club. 
Every  time  you  check  into  a  Fairmont, 
will  automatically  be  upgraded  to  a  suite, 
when  one  is  available, 
at  no  extra  charge. 
|  What's  more,  you'll  enjoy 
ranteed  room  availability  whenever  you  make  your  reserva- 
is  at  least  48  hours  in  advance  — even  when  a  city  is  sold  out. 
well  as  access  to  our  Health  Clubs  and  Business  Centers 


that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
Advantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
call  1-800-522-3437. 
so  easy  for  guests  to 
ance,  comfort  and  style.  (S\ 

( 

But  then,  at  The  Fairmont,  we  .M  > 


experience 


consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


ERICA'S  GRAND  HOTELS.  SINCE  1907 


llll    \(,(  > 

H65 


Dallas 

*125 


Nlw  Orleans 

H19 


San  Francisco 

H75 


San  Jose/Silicon  Valley 

*125 


President's  Club  benefits  apply  at  the  publisher!  National  Corporate  rate  above,  rack  or  weekend  rates.  The  number  ol  rooms  available  for  this  promotion  are  limited.  American  Airlines  reserves  the  right 
to  change  the  AAdvantagc  program  2t  any  time  without  notice.  American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  Airlines,  Inc. 
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was  Cubans  living  in  exile  in  Miami 
who  bought  the  stuff  But  recently, 
with  the  wave  of  interest  in  all  Latin 
American  art,  collector  interest  in  Cu- 
ban works  is  broadening.  At  the  big 
auctions  Cuban  art  is  now  second  in 
volume  only  to  Mexican  art.  Prices, 
naturally,  have  been  rising.  Cuban 
works  now  fetch  $5,000  to 
$300,000. 

It  was  not  always  thus.  The  Cernu- 
das  got  into  a  big  jam  for  collecting 
the  old  masters.  In  1989  U.S.  Cus- 
toms agents  raided  the  Cernudas' 
home  and  seized  their  entire  art  col- 
lection, claiming  it  violated  the  U.S. 
embargo  with  Cuba.  After  four 
months  and  $150,000  in  legal  fees,  a 
federal  judge  ruled  that  the  Cuban  art 
was  educational  material,  like  film  or 
literature,  and  protected  by  the  First 
Amendment.  The  paintings,  which 
still  bear  labels  marked  "Evidence," 
went  back  to  the  Cernudas. 

"It  was  the  catalyst  that  finally 
cleared  the  whole  situation  up,"  says 


Clockwise  from  upper  left:  old  master 
paintings  by  Mario  Carreiio,  Angel  Aco 
Leon  and  Mariano  Rodriguez. 


I  Lisa  Palmer,  head  of  Christie's  Lat 
|  American  art  department. 
%     The  ruling  gave  a  big  boost  to  wo 
i  done  by  Wilfredo  Lam  and  the  oth 
|  old  masters.  One  Lam  painting  so 
1  for  $600,000  at  Christie's  in  1991. 
Leave  it  to  Castro.  Now  that  4 
Cuban  art  is  legal  in  the  U.S.,  and  d 
fetch  six  figures,  Castro  could  \vc 
raise  badly  needed  foreign  exchanj 
by  selling  the  art  he  confiscated  whe 
he  seized  power.  But  that  would  t 
too  bourgeois  for  Castro.  Instead,  I 
is  exporting  fakes.  By  the  boatload. 

Forgeries  of  both  the  old  maste 
and  other  artists  are  now  churned  011 
in  Cuba,  exported  to  Spain  and  Mex 
co,  or  smuggled  into  the  U.S.  Wi 
fredo  Lam  forgeries  have  helped  dri\ 
down  prices  for  his  bona  fide  art  b 
about  20%.  "For  every  authent: 
Lam,  I  see  three  or  four  fakes,"  sav 
August  Uribe,  head  of  Sotheby's  Lai 
in  American  department. 

To  avoid  getting  taken  by  Castr 
and  other  crooks,  stick  to  the  leadin 
galleries.  Some  of  the  best  dealei 
include  the  Gutierrez  Fine  Arts,  th 
Fred  Snitzer  Gallery  and  Elite  Fin 
Art,  all  in  Miami.  In  New  York  ther 
are  Sotheby's,  Christie's,  Nohr 
Haime  Gallery  and  Frumkin/Adam! 
And  in  Mexico  City,  hunt  out  th 
Galena  Nina  Menocal.  ■ 
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Our  one-by-one  approach  to 
securing  your  financial  future 

gives  you  an  edge. 


The  Principal  Edge! 

Processing  customers  by  the 
dozen. That's  how  most  companies 
today  provide  financial  services.  But 
Financial  StrategiesSM  from  The  Principal 
Financial  Group®  takes  a  fresh  approach. 

Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike,  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
those  needs,  to  create  flexible,  custom-fit  solutions. 

Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime* 

Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time.The  Principal  Financial  Group, 
Des  Moines,  IA  50392-01 50. 


the.; 

The  financial  company 
that  gives  you  an  edge.SM 


Financial 
Group 


Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries, 
Des  Moines,  IA  50392-0150.  ©  1992  Principal  Mutual  Life  Ins.  Co. 

•Increasing  the  amount  of  coverage  may  require  a  medical  exam. 
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EDITED  BY  JOHN  R.  HAYES 

New  kid  on  the  block 

Last  December,  just  one  month  be- 
fore his  31st  birthday,  Theodore 
Waitt,  a  charismatic,  ponytailed  col- 
lege dropout,  was  thrown  aboard  The 
Forbes  Four  Hundred.  Computers, 
again.  Waitt  is  cofounder  and  chief 
executive  of  Gateway  2000,  a  direct 
market  computer  seller  and  manufac- 
turer based  in  North  Sioux  City,  S.D. 
Gateway  went  public  at  $15  a  share. 
Waitt's  50%  puts  him  at  $870  million. 

Waitt  started  the  company  in  an 
Iowa  farmhouse  with  a  $10,000  bank 
loan  secured  by  his  grandmother's  CD 
in  1985.  Early  years  were  lean,  but 
Gateway's  growth  has  been  stagger- 
ing. In  the  first  nine  months  of  1993  it 
sold  $1 .2  billion  of  ibm-pc  clones  and 
earned  $69  million,  for  one  of  the 
industry's  highest  profit  margins. 

How  has  Waitt  avoided  the  grow- 
ing pains  that  knocked  his  chief  com- 
petitor, Dell  Computer's  even  youn- 
ger Michael  Dell,  off  our  list  last  year? 
Low  costs  and  low  prices.  That's  why 
Gateway's  assembly  plants  are  in 
South  Dakota  and,  as  of  October, 
Dublin,  Ireland:  low  wages  for  hourly 
employees  happy  for  the  work.  "Busi- 
ness is  simple,"  he  says.  "It  is  not  easy, 
but  it  is  simple."     -Michael  Noer 

A  good  scare 

"The  good  news  is  the  earthquake 
scared  the  hell  out  of  everybody,"  says 
full-bearded  insurance  investor  John 
Head.  "I  like  volatility.  I  like  things 
that  scare  people." 

Head,  45,  runs  a  very  successful 
insurance  investment  boutique,  John 
Head  &  Partners  L.P.  Working  out  of 
Manhattan  offices  badly  in  need  of  a 
paint  job,  he  buys  and  patches  up 
neglected  insurance  companies  in 
out-of-favor  markets.  Two  have  come 
public — high-risk  auto  insurer  Inte- 
gon  in  1992  and  property  casualty 
underwriter  Sphere  Drake  in  Septem- 
ber. Head  owns  four  others  privately. 

In  November  Head  completed  his 
first  startup,  raising  $1  billion  for 
PartnerRe,  a  publicly  owned  catastro- 
phe reinsurer.  The  catastrophe  rein- 
surance market — that's  where  prima- 
ry underwriters  insure  themselves 
against  calamities  like  hurricanes  and 
earthquakes — has  been  battered  for 
six  years  by  a  storm  of  disasters  diat 
forced  existing  firms  to  pull  back. 


RIGHT: 

Ted  Waitt, 
cofounder  of 
Gateway  2000 
Newest, 
and  youngest, 
on  The  Forbes 
Four  Hundred. 


BELOW: 

Frank  Lorenzo, 
airline  wannabe 
Left  with 
madeleines 
and  memories? 


Insurance 
company 
investor 
John  Head 
Nothing  like 
an  earthquake 
to  scare  the 
customers. 


Which  was  an  opportunity  for  Head. 

Thus  the  Los  Angeles  tremors 
should  help  PartnerRe.  As  big  as  they 
are,  the  insured  losses  won't  hurt 
much,  because  the  primaries  aren't 
likely  to  reach  their  deductibles.  But 
the  scare  should  boost  business.  Says 
Head  cheerfully,  "It's  clearly  some- 
thing people  are  going  to  consider  in 
their  renewals." 


Planes  and  pastries 

The  father  of  low,  low  fares  (Tex; 
International,  Continental,  Ne\j 
York  Air,  Eastern  Air  Lines),  th 
Great  Satan  of  the  airline  unions  and 
seasoned  veteran  of  airline  bankrupt 
cies,  Frank  Lorenzo  is  now  into  seri 
ous  dough.  He  has  invested  in  a  Texa( 
bakery  chain,  La  Madeleine  Frencl 
Bakery  &  Cafe,  that  caters  to  th 
trendy.  Current  locations:  Houston 
Dallas,  San  Antonio,  plus  New  On 
leans  and,  soon,  the  Washington 
D.C.  area.  He  says  he  is  also  interested 
in  a  piece  of  Dean  &  DeLuca,  ai 
expanding  New  York  establishmen 
selling  high-priced  food  and  coffee. 

The  food  thing  is  undoubtedly 
mere  dalliance  while  Lorenzo  Strug 
gles  to  get  his  new  airline  off  th 
ground.  He  wants  to  start  a  low-fari 
operation  running  Boston  -Baltii 
more/Washington-Atlanta,  but  hi 
trade  union  enemies  have  lots  of  clou 
with  the  Clinton  Administration,  and 
so  far  government  regulators  havi 
held  him  off.  But  Lorenzo  continue 
to  fight.  At  a  recent  dinner  a  Forbe 
reporter  lobbed  an  easy  question  hit 
way:  "What's  your  vision?"  we  asked 
Lorenzo,  straight-faced,  shot  back) 
"20-20,  the  last  time  I  checked." 

-Jerry  Flint 
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Four  hundred  of  the 
world's  most  prominent  families 
call  Fisher  Island  home. 


There  are  a  few  places  in  the 
world  where  people  can  truly  relax 
and  enjoy  a  remarkable  lifestyle. 

One  of  them  is  Fisher  Island. 

It  is  a  216-acre  sanctuary  of 
lovely  homes,  beaches  and  recre- 
ational pleasures,  providing  the 
finest  amenities  in  a  serene,  pam- 
pered environment. 

Its  seaside  residences  are  luxu- 
rious and  as  large  as  9,000  square 
feet,  with  terraces  of  an  additional 


William  A.  and  Margaret  T.  Marquard of 
Fisher  Island  and  Carlisle,  Kentucky.  Owner 
of  Eaglestone  Farm,  Mr.  Marquard  is 
Chairman  Emeritus  of  American  Standard 
Inc.,  Chairman  of  Arkansas  Best  Corporation 
and  Vice  Chairman  of  Kelso  &  Company. 


5,000  square  feet  overlooking  the 
Gulf  Stream,  Biscayne  Bay 
and  the  skylines  of  Miami  and 
Miami  Beach. 

Created  by  William  K. 
Vanderbilt  II,  great  grandson  of 
American  industrialist  Commodore 
Vanderbilt,  Fisher  Island  has  been 
a  favorite  of  the  world's  important 
people  for  70  years. 

The  family's  spectacular  win- 
ter estate  included  a  dramatic 
home  by  the  ocean  filled  with 
antiques  from  one  of  Napoleon's 
palaces.  On  the  grounds, 
Vanderbilt  erected  charming 
cottages  and  guest  villas  amid 
resplendent  gardens  and  foun- 
tains. The  mansion  and  surround- 
ing structures  have  been  restored 


to  their  former  grandeur  as  The 
Fisher  Island  Club. 

In  recent  years,  impressive 
social  and  recreational  facilities 
have  been  added.  There  is  a  P.B. 
Dye  championship  golf  course;  an 
international  spa  lauded  by  Town 
&  Country  as  one  of  the  finest  of 
the  1990s;  a  racquet  club  with 
clay,  grass  and  hard  courts;  two 
deepwater  marinas  which  host  the 
largest  yachts  in  the  world;  a  mile 
of  Atlantic  beach;  and  a  variety  of 
excellent  restaurants. 

There  are  manicured  parks  for 
afternoon  strolls;  an  island  shop- 
ping plaza  with  its  own  bank, 
post  office,  trattoria  and  dockmas- 
ter's  office;  and,  perhaps  most 
important  of  all,  an  atmosphere 
of  security  that  allows  residents  to 
lead  a  life  of  privacy  and  pleasure. 

Little  wonder,  then,  that  400 
of  the  world's  most  distinguished 
families,  hailing  from  39  countries, 
now  call  Fisher  Island  home. 

We  invite  your  inquiry. 

Residences  $800,000  - 
$6,000,000 


Unlike  any  community 
in  the  world 

Fisher  Island,  Florida  33109 
(305)  535-6071  /  (800)  624-3251 
Fax  (305)  535-6008 

Restored  V  anderbilt  Guest  Cottage 
and  Seaside  Villa  accommodations 
available  from  $425  to  $1,000  per  night. 

This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  NJREC  90/4-71 1  to  716.  Registration  does  not  constitute  an  endorsement  of  the  merits  or  value  of 
the  project.  Obtain  and  read  the  New  Jcrsev  Public  Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  where  such  an  offering  may 
not  law  ftilk  he  made  Equal  Housing  Opportunity. 


A  Clear  View 
of  Latin  America 


This  clear  view  of  Latin  America 
was  compiled  from  data  collected 
over  the  years  by  U.S.  weather 
satellites. 

For  a  clear  view  of  Latin 
America's  economic  prospects, 
many  investors  rely  on  the 
emerging  markets  experts  at 
G.T.  Global. 

G.T.  Global  is  part  of  the  G.T.  Group, 
which  has  been  a  pioneer  in  providing  in- 
vestors with  access  to  established  and 
emerging  markets  for  a  quarter  century. 

The  G.T  Group  now  manages  more  than  $18 
billion  for  individual  and  institutional  investors 
worldwide,  over  $4  billion  of  it  invested  in  equity 
and  debt  securities  in  developing  economies. 

G.T.  Global's  investment  teams  analyze  in- 
vestment opportunities  on  six  continents.  Each 
regional  team  has  a  unique  perspective  on  the 
world  economy,  which  G.T  Global  assembles  into 
a  single,  clear  view  of  global  economic  trends! 

If  you  would  like  more  complete  information 
about  the  wide  selection  of  G.T.  Global  mutual 
funds,  please  call  the  number  at  right. 

You  will  receive  free  information,  including  a 
prospectus,  for  the  G.T.  Global  mutual  funds  of  in- 
terest to  you,  including  charges,  expenses  and  the 
risks  associated  with  global  investing,  including 
political  and  currency  risks.  Please  read  each 
prospectus  carefully  before  you  invest. 


"G.T.  Global's  ability  to  correctly  predict  or  assess  global 
economic  trends  is  not  guaranteed. 


dart* 


G.T.  GLOBAL 

1-800-824-1580 

G.T.  Global  Financial  Services,  Inc.,  Distributor 
50  California  Street,  27th  Floor 
San  Francisco,  CA  94111 

London  Singapore  Sydney 

Hong  Kong     Tokyo  San  Francisco 


WHEN  YOU  INVEST  FOR  YOUR  FUTURE,  THINK  GLOBAL. .G.T.  GLOBAL 


BY  ERIC  S.  HARDY 


The  overall  market 


e  securities  brokerage  industry  had 
ecord  year  in  1993:  Estimated 
tax  profits  were  $8.6  billion,  40% 
:r  1992  results.  One-third  of  those 
nings — a  historically  high  propor- 
n — comes  from  things  like  interest 
ned  from  customers'  margin  debt 
i  from  the  firms1  inventory  of 
nds.  On  the  investment  banking 
$1.1  trillion  in  stocks  and  bonds 
re  brought  to  market.  The  outlook 

1994?  "Brokerage  stocks  show  a 
al  return  of  34%  for  last  year,  but 
t  performance  won't  be  matched 
>  year  unless  [the  industry']  shows 
dlar  gains  in  profitability,  which  is 
ikely,"  says  Michael  Flanagan  of 
•per  Analytical  Services.  He's  wor- 
i  about  a  jolt  in  interest  rates  and 
ear  stock  market.  A  flattening  of 

yield  curve  would  also  reduce 
ustry  profitability.  Some  brokerage 
ns  are  operating  like  banks — bor- 
ing at  short-term  rates  and  lend- 

at  (higher)  long-term  rates. 


Special  focus 


you  think  the  market  is  overpriced  and  you 
;  looking  for  something  to  sell  short,  check 
t  these  restaurant  stocks.  They  are  all  going 
more  than  45  times  latest  12-month  earn- 
>s.  One  of  these  companies  could  turn  into 
3  next  McDonald's.  But  it's  unlikely  that  the 
)up  will  do  spectacularly  well  as  a  whole. 


Expensive  dining 


Company 

Price 

P/E 

Chart  House  Enterprises 

llJ/2 

105 

Sizzler  Intl 

77/8 

66 

Back  Yard  Burgers 

6 

60 

Lone  Star  Steakhouse 

21 

60 

Applebee's  Intl 

31 3/4 

54 

Apple  South 

21 3/„ 

52 

Fresh  Choice 

28V* 

51 

Outback  Steakhouse 

36 

49 

Source:  Market  Guide,  via  OneSource  Information  Services. 

The  Barra  All-US  price  index  as  of  1/20/94 
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Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  index 

1.6  % 

10.2  % 

0.0% 

S&P/Barra  Growth  index1 

1.5 

4.1 

-0.2 

S&P/Barra  Value  index 

1.9 

19.3 

0.0 

Dow  Jones  industrials 

2.3 

19.6 

0.0 

S&P  500 

1.7 

9.1 

-0.1 

NYSE 

1.6 

9.8 

0.0 

Nasdaq 

1.6 

13.2 

0.0 

Amex 

1.2 

19.5 

0.0 

EAFE3 

2.5 

36.6 

-4.3 

CRB  futures  index"5 

-0.8 

12.2 

-10.9 

Gold  (Comex  spot) 

-0.4 

17.7 

-8.3 

Yen5(per$US) 

-1.1 

-10.7 

-30.5 

Oil 5  (W  Texas  Intermediate) 

-2.3  | 

-19.7 

-63.3 

The  best  and  worst  performing  stocks5 


The  best  and  worst  performing  industry  factors6 


2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Tesoro  Petroleum 

7i/8 

43% 

J -0.32 

Universal  Electronics 

10!/2 

-47% 

$1.08 

Circa  Pharmaceuticals 

12  3/4 

40 

0.10 

Platinum  Software 

12% 

-44 

0.42 

Continental  Medical  Sys 

10  3/4 

32 

0.78 

Citadel  Holding 

7 

-38 

-16.00 

Applied  Immune  Sciences 

12i/4 

31 

-2.82 

ElectroCom  Automation 

6  3/4 

-35 

1.19 

Stone  Container 

14  5/8 

30 

-2.52 

Jenny  Craig 

73/4 

-30 

1.33 

2-week 

Since 

2-week 

Since 

Best 

change 

12/31/93 

Worst 

change 

12/31/93 

Iron  &  steel 

7.1% 

5.4% 

Electric  utilities 

-2.7% 

-3.0% 

Construction 

6.6 

5.3 

Pharmaceuticals 

-2.5 

-2.3 

Tire  &  rubber 

6.3 

3.6 

Precious  metals 

-2.5 

5.4 

Forest  products 

6.0 

11.9 

Cosmetics 

-1.7 

-2.3 

Oil  refining,  distributing 

5.7 

6.4 

Packaging 

-1.5 

-0.2 

Data  for  period  ending  1/20/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
narkets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
)gs  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
cial  Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System.  B  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size, 
and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Corporate  vs.  government  yields 
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Representative  industry  yields 


Industry 

Yield 

Payout 
ratio 2 

P/E 

Industry 

Yield 

Payout 
ratio 2 

P/E 

Auto  &  truck  mfg 

3.6% 

70% 

38 

Household  products 

2.1% 

36% 

20 

Banking 

3.0 

30 

13 

Petroleum 

4.8 

96 

18 

Basic  chemicals 

4.0 

113 

26 

Pharmaceuticals 

2.2 

43 

16 

Electric  utilities 

6.1 

86 

13 

Retailing 

1.8 

39 

20 

Electronics 

1.1 

■'■'■?.;'.v..--:,i'>..i'jv.-Lr,i. 

24 

27 

Telecommunications 

3.9 

56 

16 

Standard  &  Poor's  reports  that  1 ,63 
of  the  7,000  companies  it  follov, 
raised  their  dividends  in  1993,  ij 
from  1,333  in  1992.  In  this  respeci 
1993  was  the  best  year  for  dividenc 
minded  investors  since  1989.  Mean 
while,  stock  prices  rose  much  moi 
than  dividends:  The  yield  on  the  S&j 
500  fell  from  2.8%  at  the  end  of  19$l 
to  2.6%  in  December  1993. 

"The  last  time  yields  were  this  lo 
was  in  August  of  1987,"  says  Josep 
Tigue,  managing  editor  of  Standar 
&  Poor's  Outlook.  Tigue  thinks  th 
stock  market  is  ripe  for  a  correctio 
of  10%  to  15%. 

If  you  are  looking  for  a  safe  div 
dend,  consider  the  companies  belo 
at  left.  They  are  all  rated  A+  or  highc 
by  the  Value  Line  Investment  Surve 
for  financial  strength,  pay  out  les 
than  70%  of  earnings  and  sell  ft) 
less  than  20  times  latest  12-mont 
earnings. 

The  stocks  below  at  right  offer 
greater  degree  of  risk.  They  paid  ot: 
more  than  90%  of  earnings  in  the 
last  fiscal  year.  But  Wall  Street  securi 
ty  analysts  expect  these  excessiv 
payout  ratios  will  come  down  to  eart 
as  earnings  rebound.  For  example 
the  estimated  1994  payout  for  Texa 
Industries,  a  cement  and  steel  pro 
ducer,  is  only  10%. 


Solid  dividends 


Shrinking  payouts 


Company/business 

Price 

Yield 

Payout 
ratio3 

Company/business 

Price 

Yield 

1994  Est 
payout 

ratio4 

American  Brands/tobacco 

34 

5.7% 

54% 

Airborne  freight/air  freight  sves 

34i/2 

0.9% 

16% 

American  Home  Prods/pharmaceuticals 

64  Va 

4.5 

63 

Banknorth  Group/banking 

19  V* 

2.1 

19 

Amoco/petroleum 

54% 

4.0 

61 

Enserch/oil  &  gas  exploration  &  dev 

18'/8 

1.1 

24 

Bristol-Myers  Squibb/pharmaceuticals 

583/4 

5.0 

68 

Equitable  Co/insurance 

28 

0.7 

12 

Chevron/petroleum 

90 '/2 

3.9 

43 

Intelligent  Electronics/computer  stores 

27  Va 

1.2 

21 

Clorox/household  products 

533/s 

3.4 

58 

Mosinee  Paper/paper  products 

30% 

1.2 

19 

John  H  Harland/bank  forms  &  checks 

237/s 

3.9 

58 

St  Paul  Cos/insurance 

88  Va 

3.2 

31 

McGraw-Hill/publishing 

67'/8 

3.4 

65 

Scor  US/reinsurance 

123/8 

2.6 

22 

Southwestern  Bell/telecommunications 

403/8 

3.7 

65 

Texas  Industries/cement  &  steel 

32V-4 

0.6 

10 

Upjohn/pharmaceuticals 

29  Vi 

5.1 

45 

Tosco/oil  refining  &  distribution 

30  Va 

2.0 

21 

Note:  All  data  as  of  1/20/94.  Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  2Capitalization-weightei 
Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  Average  during  the  latest  four  quarters. "Estimated  1994  payout  based  on  indicated  dividend  ar 
Institutional  Brokers  Estimate  System  consensus  earnings  estimate.  Source:  Value  Line  Database  Service  via  OneSource  Information  Services;  Standard  &  Poor's  Dividend  Recorc 
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THE  WAY  WE  SEE  IT 
THE  ROCK  ON  THE  TOP 
IS  MORE  VALUABLE. 


Coal  may  not  be  considered  a  luxury,  but  that's  precisely 
the  reason  we  think  it  makes  such  a  smart  investment. 

Because  the  demand  for  coal  is  constant  and  strong  in 
every  environment.  It  remains  a  necessity  even  during  a 
recession,  while  the  demand  for  diamonds  tends  to  fall  by 
the  wayside. 

Which  is  exactly  why  Hanson  added  The  Peabody  Group's 
U.S.  and  Australian  coal  operations  to  its  portfolio.  Other 
Hanson  operations  include  building  materials,  forest  products, 
chemicals,  and  such  well-known  consumer  brand  names  as 
Farberware  cookware,  Tommy  Armour  Golf  equipment  and 
Jacuzzi  Whirlpool  Baths. 


Since  being  listed  on  the  New  York  Stock  Exchange  in 
1986,  sales  have  soared  to  $15  billion,  while  total  market 
capitalization  is  over  $20  billion.  At  the  end  of  1993,  our 
gross  yield  was  5.3%,  double  the  average  of  the  S&P  500. 

There  is,  of  course,  a  reason  for  our  success:  a  manage- 
ment philosophy  steeped  in  common  sense.   Namely,  to 
own  basic  businesses  that  provide  good,  essential  products 
and  services  and  then  keep  a  firm  eye  on  the  bottom  line. 

Which  ultimately  means  that  while  Hanson  may  never 
be  the  perfect  accessory  for  an  evening  gown,  you  might 
consider  it  for  your  investment  portfolio. 

For  a  copy  of  Hanson's  Annual  Beport  call  1-800-8-HANSON. 


^  HANSON 

AGGREGATES     CHEMICALS     COAI.     CONSTRUCTION  &  BUILDING  PRODUCTS     FOREST  PRODUCTS  ■  TOBACCO 


mm 


Two  kinds  of  people  are  buying  forest  product  stocks: 
short-termers  looking  for  a  cyclical  upturn 
and  long-termers  looking  for  an  inflation  hedge. 

Paper  chase 


By  Richard  Phalon  and  Gilbert  Steedley 


|  Weyerhaeuser 
!  logger 
|  Cash 
|  on  the 
stump. 


For  the  better  part  of  five  yo 
now,  while  the  s&P  500  has  gone 
by  about  two-thirds,  paper  and  lu 
ber  have  been  locked  in  a  bear  mar 
all  their  own.  For  those  of  a  contrar 
bent  or  simply  looking  for  an  inflati 
hedge,  the  sector  presents  intrigui 
possibilities. 

A  runup  in  lumber  prices 
helped  timber-rich  outfits  like  Wey 
haeuser,  but  the  stock  is  still  tradi 
not  all  that  much  above  its  1987  hi 
of  around  40.  Boise  Cascade  and  Ft 
eral  Paper  Board  are  selling  unci 
their  1987  highs,  Boise  by  25  poin 

These  prices  have  attracted  buyi 
from  some  portfolio  managers  such 
Delaware  Management  Co.  and 
delity  Management  Co.  The  Philad 
phia- based  Delaware,  which  runs  $ 
billion  through  a  cluster  of  muti 
funds  and  private  institutional 
counts,  controls  3.5%  of  Federal  I 
per  Board  and  6%  of  Union  Car 
Corp.  It  dropped  what  had  beer 
3.7%  stake  in  Weyerhaeuser  last  yc 
because  the  stock  fell  below  the  mi 


Forest  green 


Company 

Recent 

Estimated  earnings 

 Dividend  

Acres 

Market  value 

Book  value 

Price/ 

price 

per  share 

per 

yield 

per 

of  timber 

per  share 

adjuste< 

1993 

1994 

share 

round  lot1 

($thou) 

stated 

adjusted 2 

book 

Boise  Cascade 

26% 

$-3.35 

$-0.55 

$0.60 

2.2% 

7.2 

$2,197 

$27 

$56 

48% 

Bowater 

24 

-2.30 

-0.50 

1.20 

5.0 

8.8 

1,600 

20 

40 

60 

Champion  International 

35% 

-1.55 

-0.30 

0.20 

0.6 

5.5 

4,118 

32 

46 

77 

Federal  Paper  Board 

257/s 

0.53 

1.15 

1.00 

3.9 

1.3 

566 

19 

25 

104 

International  Paper 

74% 

2.543 

3.15 

1.68 

2.3 

4.6 

4,371 

50 

67 

111 

Potlatch 

48% 

1.15 

3.00 

1.43 

2.9 

5.0 

1,889 

31 

65 

75 

Union  Camp 

50% 

0.93 

1.65 

1.56 

3.1 

2.4 

'1,703 

26 

39 

129 

Weyerhaeuser 

48% 

2.25 

2.86 

1.20 

2.5 

2.8 

8,533 

19 

43 

113 

'Acres  of  timberland  per  100  shares, 
taxes.  3Actual. 

Source:  Lawrence  Ross,  PaineWebber. 


JStated  book  value  plus  the  difference  between  market  and  book  value  of  timberland,  minus  pro  forma  capital  ga 


The  market-lagging  forest  products  industry  appears  poised  for  an  earnings  recovery.  These  stocks  also  offer 
an  inflation  hedge:  Behind  every  100  shares  of  Champion  International,  for  example,  are  5.5  acres  of  timberland. 
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im  yield  levels  that  are  part  of  the 
laware  Management  Co.'s  invest- 
nt  strategy. 

3ut  at  its  recent  price  of  48% 
yerhaeuser  is  yielding  2.5%,  w  hich 
enough  to  keep  in  sync  with  the 
ire  aggressive  investment  tactics  of 
lelity  Management.  As  of  October 
Boston-based  money  manager, 
n  after  taking  some  profits,  still 
ned  more  than  6  million  shares  of 
yerhaeuser. 

Dther  well-known  institutional 
nes  also  heavily  in  the  paper  chase 
hide  Dodge  &  Cox  and  Sanford  C. 
'nstein  &  Co.  Also  significant: 

0  sharp  value  players,  Warren  Buf- 
:,  through  his  Berkshire  Hathaway, 

1  Laurence  Tisch,  through  his 
zws  Corp.,  have  taken  big  stakes  in 
ampion. 

Vhat  do  these  investors  see  that  the 
t  of  Wall  Street  doesn't?  Two 
igs.  For  the  short  term,  paper 
cks  could  be  late-blooming  cycli- 
>,  coming  into  their  own  as  the 
momy  picks  up  steam.  Union 
mp  and  Federal  Paper  Board  are 
h  expected  to  roughly  double 
ir  earnings  this  year, 
■•or  the  long  term,  lumber  compa- 
s  are  a  store  of  value  against  infla- 
a.  The  records  show  that  wood  on 
stump  tends  to  generate  long- 
n  total  returns  of  4%  to  6%  above 
ation  rates.  You  get  2.8  acres  of 
yerhaeuser's  timber  with  every 
)  shares  of  the  stock  (see  table). 
anks  to  Clinton  Administration 
'ironmental  proposals  likely  to  lim- 
larvesting  from  federal  lands,  the 
yerhaeuser  holdings  will  probably 
itinue  to  gain  value. 
Acreage  is  the  attraction  at  Cham- 
n.  As  a  business  it's  a  clunker, 
•ed  in  red  ink  for  the  past  three 
rs.  But  it  has  a  rich  hoard  of  stump- 
:,  5V2  acres  per  round  lot. 
f  you  want  to  play  an  earnings 
naround,  start  with  the  consensus 
ecasts  shown  in  the  table.  But  if 
ation  hedging  is  of  more  impor- 
ce,  take  a  look  at  the  figures  sup- 
;d  by  paper  and  forest  products 
ilyst  Lawrence  Ross  of  PaineWeb- 
'.  He  has  estimated  the  market 
ae  of  North  American  timber  hold- 
;s  and  used  it  to  adjust  reported 
3k  values.  On  this  score,  Boise 
scade  and  Bowater  look  particular- 
attractive. 
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#1  Performing  Fund  Since  the 
Market  Low  of  1987 

— per  Mutual  Fund  Forecaster* 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Yr.  Compounded  Annual  Return" 

30%,  


S&P500 

14.7% 


KAUFX 
FUND 

26.6% 


Hans  Utsch  and  Lawrence  Auriana,  Portfolio 
co-managers. 


More  than  twice  the  average  total 
annual  return  of  all  funds.** 

For  information  call:  1  -800"346-5263 


•Period  of  12/4/87-12/31/93.  **Five  year  period  ending  12/31/93,  per  Upper  Analytical  Services. 

Since  February  1986,  the  date  the  Fund  became  fully  operational  after  reorganization,  the 
Fund's  total  return  was  229.63%.  The  Fund's  compounded  annualized  return  to  December 
31,  1993  for  the  one  year,  and  2/86-12/93  periods  are  18.2%,  16.4%  respectively.  Total 
returns  for  periods  ending  December  31,  1993  are  historical  and  include  change  in  share 
price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and  a  12b- 
1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  common  stock  of 
500  publicly  traded  U.S.  companies.  For  more  information  including  charges  and  expenses, 
please  read  the  prospectus  carefully  before  you  invest.  The  performance  cited  represents  past 
performance  which  is  not  indicative  of  future  results;  investment  performance  fluctuates;  fund 
shares  when  redeemed  may  be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC.  •  17  Battery  Place,  New  York,  NY  10004  •  Fax  (212)  344-6227 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City . 


State . 


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


HIGH 

BLOOD 

PRESSURE 

ISA 

SILENT 

KILLER 


...IT  CAN  LEAD  TO 
HEART  ATTACK,  STROKE 
AND  KIDNEY  FAILURE. 
FINDING  OUT  YOU  HAVE 
IT  CAN  SAVE  YOUR  LIFE. 


To  learn  more  coniacl 

THE  NATIONAL  KIDNEY  FOUNDATION,  INC 

30  East  33rd  Slreel.  New  York.  NY  10016 
(800)  622  9010 

THE  WORK  OF  THE  NATIONAL  KIDNEY  FOUNDATION 
IS  FUNDED  ENTIRELY  BY  PUBLIC  DONATIONS 


The  truth  is,  Louisiana  has  two  super 
domes  —  one  home  to  major  sporting 
events  and  the  other  home  to  the  first 
major  Frasch  sulphur  discovery  in  North 
America  in  25  years. 

Freeport-McMoRan's  super  dome, 
located  in  the  Gulf  of  Mexico,  boasts  the 
largest  existing  Frasch  sulphur  reserve  in 
North  America,  with  enough  sulphur 
reserves  to  last  30  years  or  more.  Even  as 
we  dramatically  increase  production. 

This  super  dome  enhances  our  posi- 
tion as  a  supplier  to,  and  as  a  co-owner 

For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-2,  P.O.  Box  61119,  New  Orleans,  LA  70161. 


Changes  in  Reserve  Position  1986  to  1992 

&aJh2.9 


Sulphur  P™ 
(MM/lt) 


Phosphate  y]i7.2 
Rock 
(MM/st) 

'includes  mineral  uepusiis 


41.6 


366.6* 


12/31/92 


of,  the  largest  integrated  and  one  of  the 
lowest  cost  joint-venture  producers  of 


phosphate  fertilizers  in  the  world.  A  com- 
modity with  proven  global  demand. 

Through  our  exploration  successes 
and  timely  increases  in  production  capac- 
ity, we  are  providing  substantial  rewards 
for  our  shareholders.  We  invite  you  to 
learn  more  about  Freeport-McMoRan  and 
how  we  are  managing  our  success. 


Freeport- 
McMoRan 

A  Natural  Leader® 


rVhy  America  Chooses  Fidelity 
For  Its  Retirement  Savings 

Performance,  Value  and  Service 


Today,  with  more  focus  on  retirement  planning  than  ever 
before,  it's  crucial  that  you  choose  the  right  company  for 
your  IRA.  Fidelity  can  help  you  get  more  of  what  you're 
looking  for  in  performance,  value  and  service. 

The  IRA  With  Fidelity's 
Proven  Fund  Performance 

At  Fidelity  Investments,  we  are  committed 
to  offering  you  an  IRA  where  performance 
and  value  come  first.  We  offer  a  full  range 
of  stock  funds  with  performance  records 


Compare  These  Equity 
Choices  For  Your  IRA 


Average  Annual  Returns  t 


1  Year 


5  Year 


Life  of  Fund 


Morningstar' 
Rating 


Fidelity  Puritan  Fund 


21.45°°  14.34°' 


14.65%  *** 

(10  Year)  *★ 


Fidelity  Equity-Income  II  Fund 


18.89%      —      25.85%  *** 

(8/21/90-  12/31/93)  ** 


Fidelity  Growths  Income  Portfolio  15.94%  17.25%  J*-_*£  *** 


Fidelity  Contrafund 


17.78°°    25.77°°    17.30%  *** 

(10  Year)         *  * 


that  speak  for  themselves.  Each  fund  is 
backed  by  the  management  expertise  that 
has  helped  make  Fidelity  America's  largest 
stock  fluid  manager.1 


Fidelity 


The  No-Load  No-Fee  IRA  - 
Our  Best  Retirement  Offer  Ever 

Fidelity  has  waived  the  sales  charges 
on  more  than  a  dozen  stock  hinds  for  your 
IRAr  And  we've  also  waived  the  IRA  fee  on 
Fidelity  mutual  fund  accounts  with  a  bal- 
ance of  $5,000  or  more,3  or  if  you  trade  at 
least  twice  in  your  Fidelity  Brokerage  IRA.4 
Call  for  more  details. 

The  Information  You  Need, 
And  Tools  To  Put  It  Together 

Call  today  for  a  free  IRA  fact  kit  and  ask  for 
a  free  Retirement  Planning  Guide. 

If  you  have  a  computer,  ask  about  our 
new  Retirement  Planning 
Thinkwarem.  This  interac- 
tive software  enables  you  to 
customize  your  retirement 
strategy  and  explore 4  Vhat 
if"  retirement  scenarios. 
It's  easy  to  use  and  only 
costs  $  15  plus  $2.50  snipping 
and  handling.5 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 
Investments® 


Guide 


norc  complete  information  including  charges  and  expenses  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  tTotal  returns  for  the  period  ended  1 2/3 1/93 
listorical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Returns  for  Growth  &  Income  Portfolio  and  Contrafund  include  the  effects  of  the  funds' 
ales  charge.  Returns  for  Puritan  Fund  would  have  been  lower  if  its  2%  sales  load  had  been  deducted.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will 
and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  *Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  December  31 , 1993.  The  ratings  are 
;ct  to  change  every  month.  Morningstar  ratings  are  calculated  from  the  funds'  three-,  five-,  and  10-year  average  annual  returns  including  loads,  if  appropriate,  and  a  risk  factor  that 
Lis  fund  performance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  asset  class  receive  five  stars.  1  Fidelity  manages  over  $  1 25  billion  in  equity 
S.  2This  offer  applies  to  certain  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan®  Fund,  Fidelity  New  Millennium ™  Fund  and  Fidelity  Select  Portfolios* 
xcluded,  'For  Fidelity  mutual  fund  IRAs,  the  $10  annual  IRA  maintenance  fee  will  be  waived  lor  mutual  fund  IRA  accounts  of  $5 ,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity 
Jirected  IRAs,  the  $20  fee  will  be  waived  if  any  Fidelity  mutual  fund  position  is  at  least  $5,000  at  the  time  of  the  fee  billing.  'For  1994,  the  waiver  is  based  on  trades  from  1 1/1/93 
jgli  10/3 1  AH  and  applies  to  any  two  trades  made  in  retirement  accounts  in  your  name.  Trades  in  mutual  funds  and  limited  partnerships  are  excluded.  You  must  have  a  Fidelity 
>type  plan  with  an  FDIC  insured  custodian/trustee  to  qualify.  'Fidelity  Retirement  Planning  Thinkvvare  costs  $  1 5  plus  $2.50  shipping  and  handling,  and  sales  tax  where  applicable. 
ISM  and  compatible  computers  Fidelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.,  Member  NYSK,  SIPC. 
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MONEY  &  INVESTMENTS 


The  averages  rose  steadily  last  year,  but  some  stocks  and 
some  groups  fluctuated  wildly.  Accordingly,  my  picks  did 
well  on  average,  with  great  individual  differences. 


Winners 
and  losers 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


While  stock  market  averages 
reached  record  high  levels  in  1993, 
their  price  volatility  sank  to  record 
low  levels  for  the  second  year  run- 
ning. The  fact  that  the  chart  pattern  of 
the  S&P  500  has  started  to  look  like 
that  of  a  dying  person  is  actually  an 
outcome  of  divergent  trends  within 
the  market.  There  were  tremendous 
price  swings  within  key  market 
groups — they  just  happened  to  bal- 
ance each  other  out.  Moreover,  if  you 
look  closely  at  any  one  stock  group, 
you  will  find  considerable  price  vola- 
tility in  individual  issues. 

The  performance  of  the  recom- 
mendations made  in  this  column  dur- 
ing the  first  half  of  last  year  perfectly 
demonstrates  the  point.  I  have  in- 
cluded the  average  price  return  for 
each  group  of  stocks  from  the  time 
the  column  was  written  to  the  pres- 
ent, as  well  as  the  return  for  the 
S&P  500  over  the  same  time  span. 

If  you  had  bought  each  stock  when 
it  was  recommended  in  this  column, 
you  would  have  had  an  average  return 
of  25%,  compared  with  a  6.5%  average 


return  for  the  S&P  500  over  compara- 
ble periods.  The  range  of  returns 
within  each  group  of  my  recommen- 
dations, however,  was  very  wide  in 
every  case.  In  financial  services,  for 
example,  Integon  was  down  40%, 
while  Foothill  Group  was  up  89%. 
The  returns  on  gaming  stocks  ranged 
from  down  14%  to  up  108%. 

Most  of  these  groups  should  contin- 
ue to  do  well  this  year,  when  I  expect 
that  the  overall  market  will  remain 
generally  strong.  What  follows  is  an 
update  of  each  recommendation. 

Insurance  stocks  were  the  losers  last 
year  among  my  recommendations  in 
financial  services  (stock picks  up  8.9%, 
s&P  500  up  7.3%).  This  is  still  the 
cheapest  segment  of  the  market,  so  I 
suggest  that  investors  be  patient  with 
these  holdings.  The  one  exception  is 
Integon — the  worst  performer  in  the 
group.  It  faces  increased  competition 
in  markets  it  previously  dominated, 
and  I  no  longer  recommend  the 
stock.  Still  worth  holding  are  W.R. 
Berkley  (34),  Horace  Mann  (24), 
Standard  Federal  (27  ),  Central  Fidel- 
ity (29),  Foothill  Group  (17)  and 
American  Express  (31). 

I  remain  positive  on  auto  parts 
(stock  picks  up  41.5%,  s&P  500  up 
6.7%).  This  group  includes  Magna 
International  (50),  Simpson  Indus- 
tries (21)  and  Masco  Industries  (25). 
At  this  juncture  I  recommend  that 
investors  begin  to  shift  some  money 
into  the  automobile  companies.  All  of 
the  stocks  of  the  big  three  manufac- 
turers look  attractive  at  current  levels. 

The  gaming  group  (stock  picks  up 
22.4%,  s&P  500  up  9.7%)  should  con- 
tinue to  do  well,  although  I  would 
change  the  lineup  of  these  issues  some- 
what. In  the  article  recommending 


these  stocks,  I  suggested  that  investors 
who  wanted  to  buy  just  one  issue  in  this 
sector  should  buy  International  Game 
Technology  (30).  This  was  a  poor  rec- 
ommendation, since  IGT  declined  3.2%. 
I  still  like  the  company,  along  with 
Promus  Cos.  (52)  and  Caesars  World 
(55),  but  I  recommend  swapping  out 
of  GTech  and  Showboat  into  Mirage. 

European  issues  (stock  picks  up 
19.9%,  s&P  500  up  3.7%)  still  look 
attractive,  and  I  continue  to  recom- 
mend Dresdner  (25),  L.M.  Ericsson 
(46),  Repsol  S.A.  (32),  Aegon  (54), 
Hanson  Pic.  (21 )  and  Cable  &  Wire- 
less (24).  With  the  exception  of  L.M. 
Ericsson,  all  these  stocks  have  done 
better  than  the  market. 

The  aftermarket  for  new  issues 
(stock  picks  up  32.2%,  s&P  500  up 
5.1%)  is  a  less  compelling  investment 
strategy  at  current  price  levels.  I  still  like 
Payless  Cashways{  1 8 )  in  this  group,  but 
no  longer  recommend  Dr  Pepper/ 
Seven-Up  Cos.  (23),  Royal  Caribbean 
Cruise  Lines  (28)  or  Valassis  (14). 

Two  of  the  columns  that  I  wrote  in 
the  first  half  of  1993  did  not  recom- 
mend specific  stocks  but  addressed 
broader  market  issues. 

A  March  column  looked  at  investor 
concerns  about  the  market's  dividend 
yield — then  in  the  "danger  zone"  be- 
low 3% — and  concluded  that  these 
fears  were  exaggerated.  While  the  ab- 
solute level  of  the  dividend  yield  on  the 
market  is  low  by  historical  standards,  it 
remains  at  a  modest  premium  to  infla- 
tion. So  investors  are  getting  a  real 
return  and  the  market  is  not  nearly  as 
expensive  as  some  yardsticks  suggest. 

In  an  annual  review  of  financial  and 
tangible  assets,  published  in  June,  I 
recommended  a  continued  emphasis 
on  stocks  and  bonds,  with  a  prefer- 
ence for  stocks.  In  the  article,  I  ex- 
pressed concern  about  reregulation  in 
the  Clinton  Administration  as  a  factor 
that  could  impair  financial  assets.  The 
passage  of  Nafta  and  gatt  have  eased 
my  concerns  on  this  score. 

It's  hard  to  imagine  1994  being  as 
subdued  as  1993  from  the  standpoint 
of  s&P  500  volatility,  but  then  I  most 
probably  would  have  said  the  same 
thing  last  year  and  would  have  been 
wrong.  What  I  am  sure  of  is  that  the 
volatility  of  individual  issues  will 
remain  high  and  possibly  increase. 
Volatility,  after  all,  is  what  makes 
investors  uneasy.  m 
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Foreign  investment 
Foreign  Exchange 
Investment  Banking 
mergers  a  acquisitions 
Trade  Finance 
asset  management 
Leasing  a  Factoring 
Insurance 


SERFIN 

FINANCIAL  CROUP 


i 


Mexico  city  new  York  Tokyo  Paris 
london  toronto  los  angeles  nassau 


TALK  WITH  THE  SERFIN  Fl  NANCIAL  GROUP 


Where  Mexico's  leading  investment  bank- 


ers work  with  experts  from  the  most 


experiencedcommercial  bank.  Which 


MEANS  YOU  DON'T  HAVE  TO  NARROW  YOUR 


CHOICE  OF  OPPORTUNITIES  UNTIL  YOU'VE  HAD 


THE  BENEFIT  OF  THE  WIDEST  POSSIBLE  VIEW. 


aiuuiv  menus 

MONEY  &  INVESTMENTS 


Most  program  trading  is  simple 
arbitrage,  but  in  dull  markets  it  can 
be  used  to  turn  a  quick  buck. 

While  the 
cat's  away . . . 


BY  LAS2L0  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is  president  of 

Birinyi  Associates,  a  Greenwich,  Conn. -based 

financial  consulting  firm. 


Rather  than  close  on  New  Year's 
Eve,  or  at  least  close  early  as  it  did  on 
the  day  after  Thanksgiving,  the  New 
York  Stock  Exchange  decided  it 
needed  a  full  day's  trading  session  on 
Dec.  31.  But  nearly  everyone  left 
long  before  the  close,  and  one  of 
those  insidious  program  trades  took 
advantage  of  the  vacuum  to  take  the 
market  down  19.5  points  in  a  rela- 
tively short  17  minutes,  turning  a 
good  day  into  a  bad  one. 

Where  were  the  exchange  special- 
ists, who  are  charged  with  maintain- 
ing an  orderly  market?  Who  can 
blame  t  hem?  They  wanted  to  be  home 
early  on  New  Year's  Eve,  too.  As  a 
result,  a  program  that  I  calculated 
entailed  somewhat  less  than  $200 
million  reduced  the  value  of  the  asso- 
ciated stocks  by  $14  billion. 

Program  trading,  as  you  have  often 
read,  is  a  modern  version  of  arbitrage. 
When  futures  are  cheap,  you  buy  them 
and  sell  an  underlying  basket  of  stocks; 
when  futures  are  expensive,  you  sell 
them  and  buy  shares.  Or  so  the  theory 
and  public  relations  people  tell  you. 

Unfortunately,  the  reality  is  some- 
what different.  My  organization  is  the 


only  one  I  know  that  actually  tracks 
program  trading.  I  believe  that  one  of 
the  reasons  many  soothsayers  have 
been  less  than  soothing  recently  is 
that  they  don't  understand  many  of 
the  forces  at  work  today.  A  market 
that  is  down  20  points  because  of 
programs  is  an  opportunity;  a  market 
that  is  down  20  points  because  value 
or  fundamental  investors  are  selling  is 
a  caution  sign,  and  you  should  be 
aware  of  the  difference. 

A  person  who  didn't  know  the 
difference  would  have  been  unneces- 
sarily alarmed  by  the  New  Year's  Eve 
drop  and  might  have  sold  stocks  that 
were  better  held.  A  person  who  did 
know  the  difference  would  have  taken 
the  decline  as  a  buying  opportunity. 

The  NYSE  tries  to  placate  the  critics 
by  releasing  the  volume  and  partici- 
pants in  program  trading.  What  it 
should  do  (and  we  do)  is  tell  you  the 
price  impact  of  the  programs.  After 
all,  w  hen  you  check  the  stock  tables 
every  day,  what  catches  your  eye,  the 
price  change  on  the  day  or  the  volume 
of  the  stock?  What  excites  you  more,  a 
$2  rise  in  one  of  your  big  holdings  or  a 
big  jump  in  volume? 

My  concern  is  that  the  exchange's 
decision  to  stay  open  on  New  Year's 
Eve  effectively  opened  the  door  for 
the  type  of  manipulation  activity  we 
saw  on  Dec.  31,  activity  that  is  not 
arbitrage  and  that  creates  potential 
for  abuses. 

You  may  recall  a  clerical  error  that 
led  to  a  sharp  decline  in  the  last 
minutes  of  trading  in  the  spring  of 
1992.  As  someone  then  remarked: 
"If  they  can  do  it  by  accident,  they 
can  do  it  on  purpose." 

Most  commentators  would  suggest 
that  individual  investors  are  not  con- 


cerned about  the  short-term  disri) 
tions  caused  by  programs.  But  I  thi 
it  is  at  least  unsettling  to  find  that  I 
market  traded  down  30  and  your  t 
biggest  positions  are  suddenly  do' 
1 V2  points. 

How  can  you,  the  individual  inv 
tor,  protect  yourself  against  this  s< 
of  thing?  First,  take  a  close  look  at  I 
daily  chart  of  the  market,  which  nj 
appears  in  many  papers  or  on  tj 
evening  news.  If  you  see  a  sha 
abrupt  dip  and  there  was  no  ma 
news  (tumult  in  Russia,  rumors  0) 
major  interest  rate  increase  or  sucl 
you  can  almost  be  sure  it  was  a  pi 
gram.  Many  dailies  publish  chai 
tracing  the  progress  of  the  averag 
over  the  preceding  day.  Does  fl 
chart  show  a  straight  line  either  don 
or  up  between  2:30  p.m.  and  3:30? 
so,  you  will  be  on  safe  ground  assul 
ing  program  traders  were  at  work. 

Next,  look  at  your  stocks  and  seq 
the  program  trading  affected  them, 
it  has  made  them  cheaper,  you  shot] 
consider  it  a  buying  opportunity  al 
not  let  it  make  you  nervous.  A  sha 
move  induced  by  program  buying 
selling  is  also  a  useful  input  as  to  n 
next  day's  direction.  When  the  mi 
ket  rebounds  15  points  or  so  the  ej 
after  a  program-induced  decline,  rei 
ize  that  it  is  just  a  recover)'  from 
temporary  case  of  oversupply  aj 
don't  get  overly  enthusiastic. 

Unfortunately,  there  aren't  ma 
ways  the  individual  investor  can  pll 
the  program  game  except  perhaps 
buying  Morgan  Stanley  (74),  a  lar 
program  trader.  I  still  like  the  stoi 
and  believe  it  has  other  profit  centc] 
that  will  benefit  it. 

On  a  different  note,  here  is  son 
advice  that  may  be  useful  to  individi 
investors:  The  passion  for  invests! 
abroad  has  resulted  in  the  shares 
many  closed-end  investment  comp 
ny  stocks  rising  to  substantial  prerr 
urns  to  their  net  asset  value.  Some 
the  premiums  are  scary:  Argentii 
(16%),  Indonesia  (48%)' and  Taiw 
(51%).  Avoid  such  stocks,  and  if  yc 
own  them,  think  seriously  about  ta 
ing  your  profit  and  paying  the  tal 
These  premiums  make  no  sense  atj 
they  almost  never  last.  As  an  examp 
of  the  absurdity,  the  U.K.  mark 
enjoyed  an  overall  gain  of  17.8%  la 
year,  but  the  U.K.  fund  was  I 
44.5%.  That's  plain  silly.  ■ 
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a  quiet  currency  market, 

i  Aussie/yen  play  looks  promising. 

Pale  of  two 
urgencies 


ANDREW  J.  KRIEGER 


;w  J .  Krieger  is  managing  director 

Currency  Advisors,  Inc., 

ign  currency  investment  management 

edging/overlay  firm 

I  in  Englewood  Cliffs,  N.J. 

author  of  The  Money  Bazaar. 


JS  far  in  the  new  year,  the  curren- 
tarkets  are  so  quiet  you  can  almost 
asleep  watching  them.  But  some 
nising  volatility  is  developing  in 
currency  pair,  the  Australian  dol- 
japanese  yen  cross.  For  traders 
e  may  be  some  good  money  to  be 
le  selling  yen  and  buying  Austra- 
dollars.  But  even  if  you're  not  a 
er,  the  relationship  between  the 
currencies  tells  an  interesting  sto- 
bout  the  outlook  for  the  Austra- 
and  Japanese  economies, 
iort-term  interest  rates  in  Japan 
•oughly  2%,  w  hile  corresponding 
» in  Australia  are  about  4.5%.  This 
ns  that  if  one  sells  the  yen  and 
vests  the  proceeds  by  buying  the 
sic  dollar,  and  the  ycn/Aussie- 
ar  cross  relationship  remains  sta- 
the  investor  will  earn  a  positive 
^of  2.5%per  annum.  That  is  quite 
:e  head  start  on  a  trade  that  could 
show  a  large  price  appreciation  if, 
think,  the  A-dollar  continues  to 
strength  against  the  yen. 
bw  far  up  might  the  A  dollar 
e?  ( Currently  the  rate  is  about  77 
per  Australian  dollar,  but  this 


cross  rate  could  reasonably  be  expect- 
ed to  move  toward  the  84  Y/A$  level. 
If  this  move  were  to  develop  over  die 
next  year,  that  would  yield  a  net 
11.5%  profit  (before  leverage),  in- 
cluding the  2.5%  net  interest  earn- 
ings. What's  the  risk  on  the  trade?  If 
the  spot  price  drops  below  76  yen/ 
Aussie,  then  one  should  probably  liq- 
uidate. Net  loss:  1.3%.  Not  a  bad 
risk/reward. 

Underlying  this  trade  are  some 
sound  macroeconomic  fundamen- 
tals. First  of  all,  during  the  last  several 
months  the  yen  has  been  enormously 
overbought  relative  to  the  Australian 
dollar.  In  early  1992  it  took  103  yen 
to  buy  one  Australian  dollar;  by  last 
September  it  took  only  67  yen  to 
make  the  same  purchase.  In  other 
words,  the  Australian  dollar  lost  some 
35%  of  its  value  as  measured  in  yen. 
Even  in  volatile  currency  markets, 
that's  a  huge  amount.  On  a  simple 
corrective  bounce,  one  could  easily 
expect  the  yen/Aussie  dollar  rate  to 
move  back  into  the  low  80s. 

On  a  more  fundamental  note,  in- 
terest rate  differentials  have  contin- 
ued to  shift  in  favor  of  the  Aussie 
dollar.  Australia  already  has  lowered 
interest  rates  by  over  1,100  basis 
points  (11  percentage  points)  in  this 
cycle,  and  no  further  cuts  seem  likely. 

The  Australian  dollar  also  has  re- 
ceived a  boost  from  the  recent  sharp 
rally  in  commodity  prices.  This  aids 
many  of  the  country's  commodity 
producers  and  should  help  fuel  a 
broad-based  economic  recovery — an- 
other reason  Australian  interest  rates 
are  unlikely  to  drop  further.  Other 
support  for  the  A$  has  come  from  a 
narrowing  of  the  country's  current 
account  deficits,  and  widening  of  the 
merchandise  trade  surplus. 

Compare  all  this  to  Japan,  where 


rates  have  continued  to  tall;  I  expect 
them  to  continue  tailing  until  the 
Japanese  economy  shows  some  sen 
ous  signs  of  recovery.  The  Bank  of 
Japan  will  very  likely  try  to  reinforce 
the  stimulative  benefits  of  the  govern 
ment's  upcoming  income  tax  cuts 
with  a  rate  cut  when  Prime  Minister 
Hosokawa's  fiscal  stimulus  package  is 
unveiled  later  this  spring. 

Things  in  Japan  have  grown  so  bad 
that  the  U.S.  Administration  has 
clearly  shifted  its  policy  vis-a-vis  the 
yen:  The  Treasury  has  lately  eased  its 
pressure  on  Tokyo  to  engineer  a 
stronger  yen.  Hosokawa's  upcoming 
economic  stimulus  measures  will  en- 
sure that  Japan's  volume  of  imports 
will  trend  higher,  and  thus  appease 
the  Clinton  Administration's  concern 
over  the  bilateral  trade  deficit  of  the 
U.S.  and  Japan.  And  despite  the  re- 
cent defeat  of  Hosokawa's  political 
reform  package  and  subsequent  drop 
in  the  Nikkei,  the  Japanese  stock  mar- 
ket has  been  slowly  improving.  This 
bolsters  the  capital  base  of  the  Japa- 
nese financial  institutions  and  reduces 
the  need  for  the  repatriation  of  for- 
eign assets — yet  another  reason  to 
expect  a  cheaper  yen. 

The  yen/Aussie-dollar  game  is  not 
one  that  is  easily  playable  by  the  small 
investor.  There  are  no  listed  currency 
option  contracts  on  this  currency  pair 
that  allow  the  investor  to  inexpensive- 
ly limit  his  or  her  risks.  However,  the 
Chicago  Mercantile  Exchange  does 
offer  futures  contracts  on  both  the 
yen  and  the  Australian  dollar,  thus 
making  it  possible  for  a  retail  investor 
to  place  a  bet  on  the  Aussie/yen  cross. 
But  there  are  serious  risks  with  futures 
contracts,  and  I  don't  recommend 
you  try  playing  the  game  until  you 
have  consulted  about  them  with  a 
specialist  in  futures  contracts.  Ml 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Purvey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  forces $55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:  J.K.  Lasscr's  1994  Tax  Guide.  With  your 
subscription  you  also  will  receive  the  newest  edition  of  America's  best-selling 
tax  guide  with:  •  the  latest  developments  and  legislation  •  forms  for  filing  • 
tax  organizer  with  step-by-step  instructions  •  hundreds  of  examples  and 
money-saving  strategies  PLUS  free  update  supplement  and  24-hour  helpline. 
(A  $14.00  value:  yours  at  no  charge  while  supplies  last.)  Your  subscription 
to  Value  Line  may  be  tax-deductible.  Consult  your  tax  advisor. 
Send  check  or  money  order  along  with  name,  address 
and  zip  code  to  gether  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.616K14)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery. 
NY  residents  add  sales  tax.  Foreign  rales  upon  request. 

The  Value  Line  Investment  Survey® 

71 1  3rd  Avenue 
NY.  NY  10017-4064 


BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES 


HEDGE 


The  first  monthly  newsletter  to 
cover  the  realm  of  hedge  funds 
in  its  entirety,  offering  a  global 
look  at  advisors  and  funds  in  a 
convenient,  accurate  and  timely 
format. 

Managed  Account  Reports  Inc. 

220  Fifth  Ave..  NY,  NY  10001 
Fax  (212)  213-1870  or  call 
Lydia  Soto  at  212-213-6202 


$TOCK  OPTIONS 

The  only  way  to  beat  the  market 
whether  it  goes  up  or  down. 

Exciting  and  profitable! 
Monthly  Newsletter  with  three 
best  option  picks. 
JOHN  BENGEL, 
Box  1373,  Tavernier,  Fl.  33070 


Business 
Partner 
$150,000+ 

Income  Potential 

Attorney  offers 
opportunity  for  local 
(non-attorney) 
partner  to  operate 
branch  operation. 
Lucrative  business 
(not  a  franchise) 
offers  unique  service 
in  multi-billion  dollar 
market.  Candidates 
must  be  bondable, 
have  outstanding 
references,  good 
communication  skills 
and  $12,000  start-up 
capital.  No  selling. 
Begin  part-time  or 
full-time.  For  full 
information,  call: 

Lisa  Morgan 
(800)  442-3390 
Mon.-Fri.,  9:00AM- 
5:30PM  CST 


Forbes: 
Capitalist  Tool® 


BUSINESS  FOR  SALE 
OWNERS  WILL  FINANCE 

Well  established,  profitable,  good 
terms.  All  areas  except  Northeast. 
Mike  Dougan  719-548-8888 
AFFILIATED  BUSINESS 
CONSULTANTS 
Box  49457  Col  Spgs,  CO  80949 
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As  a  solid,  financially  sound  Swiss  Trading  company,  we  have  the  exclusive 
worldwide  production,  distribution  and  marketing  rights  to  the  origins 
SOVIET  MILITARY  WATCHES  from  the  sole  official  equipper  of  the  forme 
Soviet  armed  forces.  The  official  watch  supplier  to  the  Soviet  army  developed 
the  Komandirskie  series  for  the  troops  of  each  service  branch,  e.g.  for  trig 
officers  of  all  the  Air  Force,  Navy,  Infantry  and  Artillery,  for  submarine  crews) 
paratroops  and  tank  crews  etc. 
The  first  collection  has  been  selling  very  successfully  in  the  world's  toughesl 
watch  market  (Switzerland)  for  a  few  months  already.  Within  a  single  montn 
25  countries  have  been  won  for  the  distribution  of  the  OSTWOK  brand. 
The  OSTWOK  brand  collection  of  watches  can  be  granted  only  on  art 
EXCLUSIVE  DISTRIBUTION  BASIS  for  the  corresponding  country,  td 
trading  companies  or  importers  with  confirmed  success.  Presently  thejflS 
following  countries  are  available: 

BELGIUM,  FRANCE,  UK,  HONG  KONG,  SINGAPORE,  JAPAN, 
SOUTH  AFRICA. 

If  you  are  interested  in  DISTRIBUTING  these  unique  original  timepieces, 
please  contact  us  at  the  following  address: 

OSTWOK  SA 
attn.  Mr.  J. P.  Husser 
Product  Marketing  Manager 
Postfach  200,  8320  Fehraltorf,  Switzerland 
Telephone  Switzerland-1 -955  14  14 
Fax  Switzerland-1-955  14  44 
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EDUCATIONAL  SERVICES 


TELECOMMUNICATIONS  1      University  Degrees 


An  entire  new  field  of  opportu- 
nities has  opened  for  people 
with  vision. 

•  SMR  equity  build-outs 

•  PCS  bidding  syndicates 
$16,000  risk  capital  required. 
IRA  &  self  directed  pension 
plan  qualified.  For  more  info 

1-800-75(3-9990 


Self  Paced      Horns  Study 
Associate  Bachelor  Master  Doctt 

Business  Admin,  Psychology.  Finance. 
Tech  Mgmt,  Law,  Paralegal 
Int'l  Business,  Health  Care,  . 
Human  Resources  Admin.  ■ 

(800)477-2254  (24  hrs)  * 
Southern  California  University s 
202  Fashion-F,  Tustin.  CA  92660 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

fMauure  Cf,ll/Wri,e  ,or  ™EE  KIT: 

m  i>ui. 


P.O.  Box  484- FB 
Wilmington,  DE  19899. 
800-321 -CORP  •  302-652-6532 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 
For  Wort.  Lite  and  feadtmft 
Eiperience  •  No  Classroom 
Attendance  Required 
1-800-423-3244 
FAX  (310)  471-6458 
or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepuiveda  Blva  Depi  185  Los  Ungeies  CA  900491 


$  OVER  ONE  BILLION  $|  F.  FREE  VIDEO 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


EXTERNAL  DEGREES 

ESA/BS  MS/MBA  PhD/JD 
|  Credit  for  work  /life  exp.  •  Accredited 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Slidell,  LA  70459-2000 


PERSONAL  CARE 


VOICE  MAIL 


BEACH  RESORTS 


EXECUTIVE  GIFTS 


OP  SWEAT 
VEEKS 


UNDERARMS 


HANDS 


lie*  is   an  in- 

bly  more  effec- 

vay  to  combat 

ss   sweat  — 

tut  chemicals. 

ronic  treatment 
6  weeks  dry- 
Reusable  —  i 

&  effective  say 

sdical  books. 

id  for  free  information. 

RAL  MEDICAL  CO  Depl  FOB  58 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 


EXECUTIVE  GIFTS 


lanently  end  back  pain 
aining  your  back  to 
erly  support  itself. 


sed  by  Health 
'rofessionals 


FORBES  BINDERS 


CASE 


YOUR  COPIES  OF  FORBES 

:ustom-made  cases 
ders  protect  your 
5  copies  from  dam- 
ey  hold  about  halt  a 
.sues  Made  from  re 
I  board  covered  with 
like  material  in 
e  is  hot-sjjamped 
Binders  have 
spring  mechanism 
snap-in  rods  BINDER 
1-S7.95    3-S21  95    6-S39  95 

1-S995    3-S27.95  6-S52.95 
FROM  Jesse  Jones  Industries.  Dept  FB, 
t  Erie  Ave  ,  Phila  ,  PA  19134  Enclose 
idress  (no  P  O  Box!  &  payment  Add  $1  per 
in  Outside  USA  $2  50  per  unit  (U  S  tunds 

residents  add  6%  sales  tax  Credit  card 
ill  1-800-825-669u(m.n  $15)  Please  allow 
eks  tor  delivery  Satisfaction  Guaranteed. 


'REE 
UTALOE 

business  books  for  sale 
the  U.S.  Government/ 
ite  to: 

e  Business  Catalog 
.  Government  Printing  Office 
ice  of  Marketing-Stop  SM 
shington,  DC  20401 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under  $300. 


Voice  Mail 
Call  Processing 
Fax-on-Demand 

1-800-947-4884 

Demo  (510)  522  3800 
FAX  (510)  S22  5556 

TALKING  TECHNOLOGY.  INC  fj/ 

VHoH^*'  Slices  subject  lo  change  without  notice 


PRESENTATION  EQUIPMENT 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 

STAR  ill 

LASER  POINTER 

Ideal  For  \ 

•  Speakers  •Teachers  \ 

•  Executives  •  Trainers  \ 

m 

SILVER 

'82 

BLACK 

*92 

WHITE 

•  1  Year  Warranty  •  <  5mW  Power  \ 

•  Range  up  to  1 00  yds.  \ 

•  2  AAA  Batteries  Included  \ 

e.sr.  k 
«©  j 

$120 

24KG0LD 
w  Plus 

P.O.  Box  271 2,  San  Ramon,  CA  94583 

|  TOLL  FREE  800-291-5511  DEPT.  8 

AUDIO  BOOKS 


BOOKS 
ON  TAPE 


■  World's  Largest  Selection  of  Audio  Books 

'Bestsellers  1 

on  Cassette  S 

Full-length  " 

Readings  I 

Call  for  Free  | 
Brochure 


(800)  626-3333 


NEAR  HISTORIC  CHARLESTON,  SC 

idiiKdi 


Free  Island 
Resort  Guide 

Featuring 
Kiawah's  famed 
Ocean  Course, 
ten  miles  of 
beach,  tennis, 
pools,  marina 
village,  shopping 
and  dining.  Plus 
residential  property 
for  sale  and  rent. 


Real  Estate  Sales 
1-800-763-7653  Ext  421 

Resort  Rentals 
1-800-845-3911  Ext  421 

Ravenel  Associates,  Kiawah  Island.  SC  29455 
I  I 


GOLF  VACATIONS 


Great  Golf  Getaway 
On  Hilton  Head  Island 

Escape  to  an  island  paradise  tor  an 
extraordinary  golf  experience.  We  offer 
tailor-made  golf  packages  with  guaranteed 
tee  times  on  more  than  20  championship 
courses.  And  NON-GOLFERS  STAY  FREE! 
Relax  in  a  luxurious  oceanfront  or  neaF- 
ocean  home  or  villa.  There  are  12  miles  of 
Atlantic  beach  to  enjoy,  plus  excellent 
tennis,  fine  dining,  shopping  and  many 
other  activities  to  keep  you  entertained 
day  and  night.  Call  toll-free  800-476-4885 
in  the  U.S.  and  Canada  for  rates  and  a  free 
brochure.  Island  Getaway,  P.  0.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


EXECUTIVE  GIFTS 


VED  MAHOGANY 


•  16"  to  22"  models  ore  hond- 
crafted  from  solid  mohogony  with 
hondpamted  markings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


1  aVI  I  t  II  I 


WOUDS  HADING  MAXIKS 

Of  Mi 

xuosaiumjKs 

14255  Nor*  79*  Sired 
ScorNfcltMxjrl.U  15260 
(M21W  IM1  — - 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Wc  buy  &  sell  Diamonds  and  all 
Precious  Gemstones.  Free  wholesale 
catalog  since  1967!  Member:  Jewelers 
Board  of  Trade  &  Chamber  of 
Commerce. 

HOUSE  OF  ONYX 
I  Main  St.,  Greenville.  KY  42345 
1-800-844-3100  or  FAX  502-338-9605 


INVEST  IN  HISTORY 

Who  is  your  hero? 

Lincoln,  Churchill.  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Armstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art, 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1930 
9478  W  Olympic  Blvd.,  B.H  ,  CA  90212 

800-421-0754 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  lor  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford,  CT  06776,  U.S.A. 
(800)  535-5255  •  Fax  (203)  354-2786 


AUTOGRAPHS 


OWN  A  PIECE  OF  HISTORY 

We  deal  in  original  letters  and  documents 
written  by  famous  people. 
Americans,  World 
Leaders,  Scientists, 
Authors,  Artists,  Com- 
posers and  many  more 
Call  toll-free  or  send  $2 
for  our  catalogue  today. 
Please  include  phone 
number  and  individuals 
of  interest. 

American  Historical  (Suili. 

130  Circle  Drive. 
Roslyn  Heights,  N  Y.  11577 
(516) 621-3051  •  800-544-1947 


F0R  INFORMATION 
WRITE  OR  CALL: 
LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave..  NY.  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 
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Muni  boom  play 

The  low  interest  rates  of  recent  years 
have  spawned  a  flood  of  new  munici- 
pal bond  issues  by  municipalities  seek- 
ing to  refinance  their  debt.  Last  year 
refinancings  accounted  for  roughly 
two  thirds  of  the  record  $290  billion 
of  new  issues.  This  has  meant  big 
business  for  municipal  bond  insurers 
like  Ambac  Inc.  and  mbia  Inc.,  which 
guarantee  that  investors  will  receive 
their  principal  and  interest  when  due 
in  the  event  of  a  default. 

But  if  interest  rates  begin  to  rise, 
won't  the  refinancing  business  dry 
up?  Since  last  fall  the  fear  of  higher 
rates  has  driven  down  the  Big  Board - 
listed  shares  of  Ambac  and  mbia  by 
17%  and  25%,  respectively.  Recent 
prices:  41  Vs  and  60%. 

Chicago  Corp.  analyst  Steven 
Schwartz  thinks  the  stocks  are  now 
oversold.  Even  if  refinancings  decline 
sharply,  neither  Ambac  nor  MBIA  will 
be  terribly  hurt  near  term,  as  they  will 
continue  to  reap  the  benefits  of  the 
many  deals  of  the  past  few  years. 
That's  because  when  a  municipality 
buys  insurance,  it  pays  the  entire  pre- 
mium up  front;  the  insurer,  on  the 
other  hand,  books  the  premium  in- 
come over  the  life  of  the  bond. 

Schwartz  thinks  the  stocks  of  mbia 
and  Ambac  are  both  cheap.  But  of  the 
two,  he  prefers  Ambac,  now  trading 
for  around  nine  times  the  $4.35  a 
share  he  expects  the  company  to  earn 
this  year.  Schwartz  looks  for  Ambac  to 
hit  55  or  so  over  the  next  12  months,  a 
33%  gain  if  he's  right.    -Riva  Atlas 

Aftershocks 

In  THE  days  immediately  following 
die  Los  Angeles  earthquake,  the  stock 
of  CalMat  Co.,  the  dominant  produc- 
er of  rock  products  in  the  Los  Angeles 
area,  shot  up  nearly  20%,  to  25%,  then 
settled  at  a  recent  23%.  The  reason: 
As  Los  Angeles  rebuilds,  the  asphalt 
and  concrete  that  $340  million  (esti- 
mated 1993  sales)  CalMat  supplies  to 
the  local  construction  industry  will  be 
much  in  demand. 

But  Dillon,  Read  analyst  John 
Stanley  cautions  his  clients  not  to 
chase  the  stock.  True,  the  quake  will 
produce  additional  business  for  Cal- 
Mat. But  how  much  and  when,  he 
lard  to  quantify.  Meanwhile, 
quake  damage  may  create  some  big 


near-term  headaches  for  CalMat,  dis- 
rupting previously  scheduled  con 
struction  jobs  and  making  the  trans- 
portation of  its  materials  a  nightmare. 

Moreover,  until  the  California 
economy  emerges  from  its  recession, 
CalMat's  outlook  is  lackluster.  Stan- 
ley estimates  that  last  year  CalMat 
earned  only  50  cents  a  share  (before 
nonrecurring  charges)  and  that  1994 
earnings  will  be  $1.  He  doesn't  think 
earnings  will  peak,  at  $2.50,  until 
1997,  when  he  expects  California's 
recovery  to  be  in  full  swing.  CalMat's 
23.1  million  Big  Board  shares  are 
already  trading  at  9  times  those  peak 
earnings,  and  1997  is  a  long  way  off. 

After  Paramount,  Sony? 

Looking  for  a  place  to  reinvest  pro- 
ceeds from  the  takeover  of  Paramount 
Communications?  Buy  orders  for 
Sony  Corp.'s  adrs  and  Tokyo-listed 
shares  have  been  pouring  in  to  S.G. 


TriStar  Pictures'  "Philadelphia" 
Sony  software  for  a  joint  venture? 


Warburg  Securities  ever  since  mid- 
December.  That's  when  Barry  Dar- 
gan, Warburg's  highly  regarded  To- 
kyo-based electronics  analyst,  issued 
his  latest  report  on  Sony.  In  it  Dargan 
speculates  that  Sony  may  do  a  deal 
with  either  a  U.S.  cable  TV  operator  or 
a  regional  Bell  operating  company. 
Such  a  deal,  he  says,  might  involve  a 
partial  sale,  25%  to  40%,  of  Sony's 
movie  and  music  assets,  and  a  joint 
venture  in  cable  that  first  would  oper- 
ate in  the  U.S.  and  then  in  Japan,  once 
the  business  there  is  liberalized.  Dar- 
gan thinks  Sony's  entertainment  as- 
sets are  worth  around  $10  billion, 
about  half  the  entire  company's  cur- 
rent stock  market  cap. 


Two  candidates  for  Sony  to  ho|  | 
up  with,  says  Dargan,  are  Ameritej  I 
and  Pacific  Telesis.  He  thinks  So 
might  contribute  to  the  joint  vend 
its  entertainment  library  and  expert!  c 
in  digital  audiovisual  equipment;  l'1 
partner  would  kick  in  cash  and  tc  1 
communications  networking  kno  I 
how.  For  certain,  Sony  could  i  ii 
some  cash  to  help  cut  its  huge  r 
debt  load,  currently  about  $9  billic 
just  under  50%  of  total  capitalizati  ri 

Dargan  emphasizes  that  this  is  H 
speculation,  but  intelligent  specu  •  ! 
tion:  "Looking  at  the  landscape  ' 
deals,  it  seems  so  obvious." 

Since  early  December  Sony  AD  B 
have  run  up  over  15%,  to  a  recent  >c 
But  they're  still  well  below  the  $  [ 
Dargan  thinks  they're  worth.  (B 
more  on  Sony,  see  Forbes,  Dec.  J 
1993.)  -Gale  EisenstoI 

Rising  star? 

MORNINGSTAR  GROUP  INC.,  the  fc 

mer  dairy  division  of  Southlai 
Corp.,  has  been  anything  but  a  st; 
When  investment  firm  Hicks,  Muse 
Co.  took  it  over  in  1991,  the  Dall; 
based  company  was  a  failing  leverag 
buyout.  A  year  later  Hicks,  Muse  to' 
a  restructured  Morningstar  public 
$11  a  share.  Recent  o-t-c  bid:  7lA. 

But  the  folks  at  Hicks,  Muse,  whi 
owns  56%  of  the  14.3  million  shan 
haven't  given  up  on  $220  milli< 
(estimated  1994  sales)  Morningst; 
In  December  they  hired  a  new  cha 
man  for  the  company,  Dean  Metr 
poulos,  who  may  be  the  very  si 
Morningstar  needs.  In  just  ten  ye^ 
Metropoulos,  47,  built  Stella  Foo 
from  a  $20  million  (sales)  regior 
maker  of  specialty  cheeses  into 
$800  million  national  concern,  whi 
he  sold  last  year  for  $375  million  tc 
group  affiliated  with  billionaire  invt 
tor  Robert  Bass. 

Metropoulos  plans  to  build  Mor 
ingstar's  branded  dairy  businc 
through  acquisitions  and  by  capitali 
ing  on  new  Morningstar  products  li 
International  Delight  flavored  cofl 
creamers,  Second  Nature  egg  subs 
tute  and  Naturally  Yours  no-fat  so 
cream.  He's  raising  some  money 
selling  a  dairy  distribution  business 
Florida  for  $45  million. 

Last  year's  earnings  were  probab 
wiped  out  by  a  restructuring  charg 
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the  analysts'  consensus  is  that 
■ningstar  should  earn  65  cents  a 
e  in  1994.  If  that's  right,  the  stock 
tor  a  reasonable  11  times  estimat- 
sarnings.  And  it  will  be  an  even 
er  buy  if  Dean  Metropoulos,  who 
options  on  4%  of  the  stock,  can 

Morningstar  into  a  Stella  like 
-Christophkr  Palmkri 

dude  to  a  sale? 

BN  Ed  Ball,  the  legendary  boss  of 
oe  Paper  Co.,  died  in  198 1  at  age 
he  went  to  his  grave  a  premier 
)n  buster.  Ball  fought  a  12 -year 
e  against  St.  Joe  controlled  Flori- 
East  Coast  Railway  until  the 
Mis  finally  folded  in  1975. 
ut  this  December  the  United 
jsportation  Union  won  a  new 
[ion  to  represent  more  than  250 
lorida  East  Coast's  train  workers, 
rts  are  also  under  way  to  organize 
Icrks  and  maintenance  crews, 
^infred  Thornton,  St.  Joe's  cur- 
chairman,  shows  every  indication 
play  hardball  a  la  Ed  Ball.  Just 
ks  after  some  FEC  auto  unloaders 
d  to  join  the  UTU,  they  were  fired 
their  jobs  contracted  out.  But  the 
pect  of  renewed  labor  trouble  has 
the  9  million  NYSE-listed  shares  of 
nt  Florida  East  Coast  Industries 
bling,  from  70  to  under  60.  (St. 
owns  54%;  the  Alfred  I.  du  Pont 
te,  which  controls  a  majority  of  St. 
s  stock,  owns  another  5%.) 
the  selloff  continues,  FEC  stock 
be  a  great  buy.  That's  because 
rnton  could  come  under  pressure 
:11  the  railroad.  A  possible  suitor: 
folk  Southern,  which  inter- 
lges  large  amounts  of  traffic  with 
Some  have  estimated  the  value  of 
ida  East  Coast  Industries,  which 
owns  real  estate  in  Miami  and 
where  in  Florida,  at  over  $1  bil- 
,  or  more  than  $100  a  share, 
hornton  may  also  feel  the  heat  of  a 
uit  against  him  by  former  St.  Joe 
rman  Jacob  Belin  and  other  trust- 
>f  the  Alfred  du  Pont  Testamenta- 
Trust,  which  Thornton  heads 
RBES,  Aug.  2,  1993).  They  want 
trust's  board  enlarged,  the  appar- 
goal  being  to  increase  cash  How 
the  trust  so  it  can  better  meet  its 
itable  obligations.  Selling  Florida 
:  Coast  Railway  certainly  would  fill 
coffers.  -James  R.  Norman  hi 
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Presenting 
the  U»S*  Savings  Bonds 
that  money  alone 
carft  buy* 


I  SERIES  HH 


10.000 


1  SERIES  HH 


SXiTlBh  SVVINGS  H«.«> 


Wife  iin.».e.v,-y»,t.,.;i,u,vi;«. 


sooo 


ERIESHH 


DWOOOOIOHH 


losqsooao  ion* 


There's  only  one  way  to  get  Series  HH  Savings  Bonds:  Exchange 
Series  E/EE  Savings  Bonds  and  Savings  Notes  for  them. 

HH  Savings  Bonds,  of  course,  offer  the  security  of  knowing  your 
investment  is  backed  by  the  full  faith  and  credit  of  the  United  States. 
They  also  offer  tax  advantages. 

With  HH  Bonds,  you'll  receive  interest  payments  every  six  months  for 
up  to  20  years.  That  interest  is  exempt  from  state  and  local  income  taxes, 
although  it's  subject  to  annual  federal  income  tax  reporting.  If,  however, 
you've  deferred  reporting  the  interest  earned  on  your  E/EE  Bonds,  you 
may  continue  to  do  so  for  up  to  20  more  years  or  until  you  redeem  the 
HH  Bond,  whichever  comes  first.  Or  you  can  report  the  accumulated 
interest  when  you  exchange  your  E/EE  Bonds  for  HH  Bonds. 

Ask  about  the  Bonds  money  alone  can't  buy,  Series  HH  Bonds,  where 
you  bank,  or  write:  U.S.  Savings  Bonds  Division,  Department  of  the 
Treasury,  Box  HH,  Washington,  DC  20226. 

For  a  recorded  message  of  current  rate  information,  call 
1-800-4US  BOND  •  1-800-487-2663 

Certain  restrictions  apply.  Ask  for  details. 


^l^NSAVINGS 


A  public  service  of  this  magazine 


[F  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA> 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  i  terfect  island  res<  >n . 

Enjoy  our  spectaculai  sun-drenched  beaches  in  .ill 

theil  Secluded  beauty.  This  pristine  paradise  oilers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail, 
Play  tennis, 
Water-ski.  Relax 
by  the  pool, 
Do  ii  all,  Or  do 
in illiing  at  all. 
There  are  n<  i 
schedules,  n<  >ne 
<  >l  life's  i  iressures. 

Laucala  is  tor 

people  who  want  the  ultimate  vacation  experience  - 
the  linest  amenities  without  the  formalities,  Go  deep 
sea  fishing  on  board  die  island's  private  fishing  boat.  II 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure;  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  ol  their 
tropk  il  fish  and  the  marvel  of  their  coral  reef's. 


rail  11 


All  this  l<  >r  just 

$2,100  pp  for  8  days 

and  7  nights  (plus 
Fiji  tax)  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  ust-  ..I  ALL 
re<  reati*  inal  facilities, 

whenever  and  as  often  "  ■  ~* 

as  you  wish  at  NO  ^■ip&jfcs>s); 

EXTRA  C<  )ST  "  ' 

Though  it's  far  from  the  stresses  oJ  everyday  life, 

LaU(  ala  is  easily  accessible.  Our  island  has  its  own 
private  runwa)  and  dail)  sc  hedule<  I  commercial  Flight 

Find  out  more  about  this 
paradise  in  the  FijiS  and  our 

Special  island  Exclusive. 
Lau<  ala.  1 1\\  ned  and  i  >perated 
I  )\  F(  m  l  >es  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  1  LA 
Box  149,  Fort  Garland,  CO 
81 133,  or  call  1-800-FORBES-5 
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e  more  things  change . . ." 
years  ago  ill  Forbes 

M  THE  ISSUE  OF  FEB.  16,  1924) 
vestors  will  have  their  inning  in 
4.  Last  year  was  the  most  pros 
his  year  in  the  history  of  the 
;rican  working  man;  the  ratio  of 
>e  gainfully  employed  was  the 
test  ever  reached  at  peak  peace 
:  wages. . . .  But  all  indications  are 
investors  will  tare  better  in  1924 
in  1923." 

le  death  of  Woodrow  Wilson, 
idem  of  the  United  States  from 
.  4,  1913,  to  Mar.  4,  1921,  at  his 
ie  at  Washington,  District  of 
imbia,  deprives  the  country  of  a 
t  distinguished  citizen,  and  is  an 
t  which  causes  universal  and  gen- 
sorrow.  "—President  Coolidge 


ident  Woodrow  Wilson. 


years  ago 

VI  n  IE  ISSUE  ( )l  Feb.  1 5, 1934) 
ie  new  year  has  brought  new 
new  betterment  in  conditions, 

improvement  in  prospects  nra 

:aucrats  have  discarded  the  Big 
c  and  are  showing  at  least  some 
■eciation  of  the  importance  of 
">ling  industry  and  business  to 
e  ends  meet.  Securities  and  com- 
I i t ic  s  have  been  |  rising  |  " 

is  not  popular  to  say  so,  but  the 
is  that  the  larger  the  number  of 
ile  who  pay  taxes  on  million 
ar  incomes,  the  easier  becomes 
xirden  of  less  wealthy  taxpayers.11 


As  companies 
converted  wholly 
or  partly  to  war 
production,  they 
also  adopted  a 
martial  stance 
in  their  ads; 
witness  this 
office  machine 
concern  that 
also  made  M-l 
carbines. 


50  years  ago 

(From  tj  ie  issue  of  Feb.  15, 1944) 
"It  is  unthinkable  that  this  mighty 
nation  will  repeat  the  mistake  it  made 
25  years  ago  of  washing  its  hands  of 
all  participation  in  world  affairs.  Iso- 
lationism would  be  suicidal.  History 
convinces  that,  whether  we  like  it  or 
not,  we  are  our  brother's  keeper." 

"Southern  California  Telephone  Co. 
is  ringing  the  bell  with  a  novel  exper- 
iment designed  to  permit  subscribers 
to  dial  their  own  toll  calls.  A  special 
device  takes  the  place  of  the  operator 
by  recording  all  necessary  data  on  a 
ticket  (subscriber's  number,  number 
of  phone  called,  length  of  call,  date 

"War- blown  concerns  are  offering 
alluring  wages.  Those  grabbing  them 
do  not  stop  to  think  that  such  jobs 
will  be  only  temporary,  that  when 
peace  comes  they  will  be  thrown  idle, 
along  with  millions  of  others,  with 
the  portent  that  many  of  them  will 
have  to  tramp  the  streets  searching 
for  new  employment." 

25  years  ago 

(Fw  >m  n  ie  isst  ie  (  >f  Feb.  1 5, 1 969) 
"For  years  the  very  term  'credit  card1 
meant  an  American  Express  or  Diners 
Club  card  used  primarily  by  the  afflu 
cnt  businessman  for  'T&E' — travel  and 
entertainment  expenses.  But  almost 


within  a  matter  of  months  a  whole 
new  group  of  cards  is  in  the  news, 
with  names  like  Plastic  Fantastic, 
Supercard  and  Master  Charge.  They 
are  the  bank  credit  cards,  once  the 
distant  and  docile  cousins  of  the  I  &  E 
cards,  but  now  their  stiff,  head-on 
competitors." 

"'Back  in  the  Fifties,'  says  Philip  Har- 
rison, publisher  of  Sales  Meetings  mag- 
azine, 'there  were  about  2(),()()()  associ- 
ation conventions  a  year.1  The  number 
was  up  75%  to  35,1 30  last  year,  attend 
ed  by  some  12  million  people,  con- 
ducted by  everyone  from  the  American 
Medical  Association  to  the  National 
Crushed  Stone  Association." 


What's  a  convention 
without  a  showgirl? 

10  years  ago 

(From  ihe  issue  of  Feb.  13, 1984) 
"The  giant  size  of  the  U.S.  deficit 
will  not  be  lessened  either  by  the 
Administration's  budget  proposals  or 
by  any  actions  of  C Congress.  Congress 
ain't  gonna  enact  spending  cuts.  The 
President  ain't  having  any  new  taxes." 

-Malcolm  Forbes 

"The  bad  news  about  the  deficit  in 
the  U.S.  balance  of  trade  is  that  no 
observer  thinks  it  will  get  better  in 
the  foreseeable  future. . .  .The  chief 
villain  is,  of  course,  the  strong  dollar, 
making  U.S.  manufactured  goods  less 
competitive  abroad."  Hi 
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It  is  a  great  mistake  for 
presidents  and  other  leading 
executives  of  organizations 
having  branches  through- 
out the  country  to  chain 
themselves  to  their  desks 
at  headquarters  and  send 
out  rigid  instructions  to 
those  in  charge  of  distant 
branches  and  offices. 
Because  a  man  sits  in  a 
palatial  office  in  Nov 
York  or  Chicago  or  PPrila- 
delphia  or  Detroit  and 
draws  a  big  salary,  it 
does  not  necessarily 
follow  that  he  knows 
better  than  the  man  on 
the  spot  what  ought  to 
be  done.  .  .  .  Paul, 
Caesar,  Napoleon  did 
not  merely  sit  at  home 
and  issue  long-range 
instructions. 

-B.C..  Forbes 


A  Text  ... 

But  now,  O  Lord, 
thou  art  our  father; 
wc  arc  the  clay,  and 
thou  our  potter; 
and  we  all  are  the 
work  of  thy  hand. 
-Isaiah  64:8 


Sent  in  by  Mrs.  H.B. 
Cox,  Jackson,  Miss.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of 
Thoughts  on  the  Business 
of  Life  is  presented  to 
senders  of  texts  used. 


Geriatric  Logic: 

Take  one  good  breath 

while  still  in  bed, 
One  cautions  stretch 

from  toe  to  head. 
If  nothing  hurts — 

"1  must  be  dead!" 
-Hospital  rhyme 

We  are  all  prisoners  of 
cell  biology. 
-H.B.  Pearl 

I  reckon  being  ill  as  one  of 
the  great  pleasures  of  life, 
provided  one  is  not  too  ill 
and  is  not  obliged  to  work 
till  one  is  better. 
-Samuel  Butler 

Keep  a  watch  also  upon 
the  faults  of  the  patients, 
which  also  make  them  lie 
about  the  taking  of  things 
prescribed. 
-Hippocrates 


How  sickness  enlarges  the 
dimensions  of  a  man's  self 
to  himself!  Supreme 
selfishness  is  inculcated 
upon  him  as  his  only  duty. 
-Charles  Lamk 

Sickness  comes  on  horseback 
and  departs  on  foot. 

-Dutch  pro  verb 

We  forget  ourselves  and  our 
destinies  in  health;  and  the 
chief  use  of  temporary 
sickness  is  to  remind  us  of 
these  concerns. 
-Ralph  Waldo  Emerson 


More  than  3,000  "Thoughts,"  have  been  collected 
in  a  hardcover  edition  bound  in  green  and  gold.  To 
order,  send  $27.50  to:  Forbes  Books,  P.O.  Box 
11234  Des  Moines,  Iowa  50340.  Add  sales  tax  on 
orders  in  New  York  State  and  other  states  where 
applicable.  For  faster  service  call  1-800-234-4553 
and  charge  to  your  credit  card. 


What  value  has  a  human  life? 

It's  much  tvvixt  man  and 

child  and  wife. 
But  just  outside  the  kith 

and  kin, 
It's  worth  perhaps  a 

cynic's  grin. 
-Art  Buck 

Disease  makes  men  more 
physical;  it  leaves  them 
with  nothing  but  body. 
-Thomas  Mann 

There  is  a  certain  state  of 
health  that  does  not  allow 
us  to  understand  everything; 
and  perhaps  illness  shuts  us 
off  from  certain  truths; 
but  health  shuts  us  off  just 
as  effectively  from  others. 
-Andre  Gide 

When  we  are  well,  we  all 
have  good  advice  for  those 
who  are  ill. 

-Terence 

One  of  the  most  difficult 
things  to  contend  with  in  a 
hospital  is  the  assumption 
on  the  part  of  the  staff 
that  because  you  have  lost 
your  gall  bladder  you  have 
also  lost  your  mind. 
-Jean  Ktrr 

The  diseases  which  destroy 
a  man  are  no  less  natural 
than  the  instincts  which 
preserve  him. 

-George  Santayana 

Health  is  a  precious  thing, 
and  the  only  one,  in  truth, 
meriting  that  a  man  should 
lay  out  not  only  his  time, 
sweat,  labor  and  goods,  but 
also  life  itself  to  obtain  it. 
-Montaigne 

I  enjoy  convalescence.  It 
is  the  part  that  makes  the 
illness  worthwhile. 

-George  Bernard  Shaw 
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Driver  &  Passenger  Airbags 
Anti-Lock  Brake 
225-hp  Supercharged 
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Computer  Command  Adjustable  Ride 


Traction  Control* 


Theft-Deterrent  Key  System 


?ather  Seating 


spend  thousands  more 
on  a  luxury  import.  But 


POMT1AC  CARES  with  a  3-year/36,000-mile  no-deductible 
plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation.  Call  1-800-762-4900  for  more  product  Informati 
and  dealer  locations.  Bonneville''  ®.  Always  wear  safety  belts,  even  with  airbags.  «;>1993  GM  Corp.  All  Rights  Res 


"I  don't  think  I'll  ever  want  to  slow  down? Jean .ci**m 


In  1968,  Jean- Claude  Killy  brought 
home  three  Olympic  gold  medals.  In 
1992,  he  brought  home  the  Olympic 
games  themselves. 

A  successful  businessman,  as  well 
as  one  of  France's  best-known  sports 
figures,  Killy  was  chosen  to  spearhead 
the  drive  that  brought  the  Winter 
Olympiad  to  his  beloved  Savoie. 

"The  training  that  I  went  through  to 
become  a  ski  racer  proved  invaluable  to 
me  when  I  entered  the  business  world, 
and  the  same  proved  true  in  organizing 
the  Winter  Games,"  Killy  says.  "As  an 
athlete  I  learned  the  value  of  hours 
of  planning  and  being  able  to  juggle 
several  projects  at  once." 

Today,  Killy  faces  the 
hurdles  of  business  with  the 


same  confidence  he  had  on  the  ski 
slopes.  "Being  an  entrepreneur  isn't 
easy,"  he  notes,  "but  I  could  never  see 
myself  doing  anything  else.  I  love  the 
excitement,  the  idea  that  there's  a 
different  challenge  waiting  every  day. 

"In  life,  as  in  skiing,  timing  is 
everything,"  Killy  says.  Which  is  why 
both  on  the  slopes  and  off  Killy 
wears  a  timepiece  he 
can  rely  on:  his  Rolex  ^Mlf 
Oyster  timepiece.  /-\t  nv 


Rolex  Oysterquartz  Day  Date  Chronometer  in  18kt  gold  with  matching  president  bracelet 
Write  for  brochure.  Rolex  Watch  USA  ,  Inc  .  Dept  237  ,  Rolex  Building,  665  Fifth  Avenue.  New  York,  NY  10022  5383 

Rolex.Vt.  Oysterquartz.  Day  Date  and  President  are  trademarks 
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He  offered  me 
his  red  leather  chair  and  said 
"Congratulations,  Mr.  Chairman'.' 
We  were  in  the  boardroom. 
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ttention  Defined. 


Defined  Asset  Fundsm  are  unit  investment  trusts  worth  paying  attention  to. 
These  professionally  selected  Municipal  Investment  Trusts  help  you  to  save  on  federal 

taxes.  Since  you  know  what  you  re  investing  in  and  what  you  can  expect  to 
earn,  they  allow  you  to  pay  attention  to  those  honds  that  matter  more  in  life.  Ash  your 

financial  professional  for  more  information.  Call  1-&00-562-2Q26,  ext. 658. 


 Merrill  Lynch  — 

Smith  Barney  Shearson  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 

free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund,  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefully  before  investing. 


FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 
AGAIN.* 


Skip  the  coffee.  There's  no  better 
way  to  begin  the  day  than  with 
a  serious  dose  of  Taurus  SHO. 
Right  there  in  your  garage  is  a 
24-valve  caffeine-free  wake-up 
call.  But  the  SHOs  stimulating 
qualities  are  not  limited  to  its 
performance  alone. 


SHOs  sleek  good  looks  are  a 
subtle  hint  at  the  power  that  lie 
within.  Then,  behind  the  wheel 
you'll  notice  that  the  driver- 
oriented  instrumentation  and 
articulated  bucket  seats  are 
designed  so  your  attention  stays 
on  the  road. 


OPENING  PERFORMANCE. 

is  220-horsepower  eye- 
ler  will  turn  your  commute 
the  ideal  way  to  enjoy  speed- 
itive  variable-assist  steering 
the  newly  refined  four-wheel 
:-tuned  suspension.  And  since 
)Ower  of  SHO's  24-valve 


DOHC  engine  is  balanced  by 
a  standard  anti-lock  braking 
system  and  dual  air  bags?*  you'll 
be  able  to  concentrate  on  a 
world-class  driving  experience. 

Awaken  the  performance  driver 
within.  Ford  Taurus  SHO.  Your 
commute  will  never  be  the  same. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


Based  on  1993  CY  manufacturers  reported  retail  deliveries 
Always  wear  your  safety  belt 
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should  have  learned 
a  lesson  when  the 
multimedia  version 
of  Compton's  be- 
came an  instant  hit. 
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"History  Is  Full  Of  Giants 

That  Failed  To  Adapt"  73 

By  Toni  Mack,  James  R.  Norman, 

Howard  Rudnitsky  and  Andrew  Tanzer 

As  the  price  of  oil  hovers  at  a  20 -year 

low,  the  big  oil  companies  struggle  to 

keep  from  becoming  obsolete. 

CD-ROM's  First  Big  Victim  42 

By  Gary  Samuels 

Encyclopaedia  Britannica  watched  its 
profits  dry  up  overnight  when  it 
brushed  aside  some  new  technology. 

Taxing  Matters: 

Flight  Capital  55 

By  Brigid  McMenamin 

Does  it  make  any  sense  to  leave  the 
country  if  you're  so  upset  with  the 
latest  tax  increases?  Why  some  people 
believe  it  does. 

Hillenbrand  Industries,  Inc.  64 

By  Seth  Lubove 

Discounters  keep  trying  to  get  into 
coffins,  but  Hillenbrand  Industries 
keeps  lolling  them  off. 

Fidel's  New  Friends  66 

By  Joel  Millman 

Cuba's  hard  currency  needs  used  to 
be  met  by  the  Kremlin.  Now  Wash- 
ington is  quietly  helping  out. 
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should  be  ignored. 
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The  Japanese  are  frightened  by 
Chrysler's  little  Neon,  but  just  wait 
until  this  fall,  when  Detroit  takes  aim 
at  the  heart  of  their  market. 

Butler  International  54 

By  Jerry  Flint 

As  companies  dump  old  businesses 
and  get  into  new  ones,  Butler's  Ed- 
ward Kopko  thinks  he  can  place  a  lot 
of  his  part-time  workers. 

Baxter  International  82 

By  Marcia  Berss 

Baxter  International's  hospital  cus- 
tomers are  undergoing  radical 
change,  but  Baxter  doesn't  seem  to  be 
changing  with  them. 

D.R.  Horton,  Inc.  84 

By  R.  Lee  Sullivan 

Marketing  standardized  houses  by 
making  first -time  buyers  feel  they're 
getting  a  customized  job. 
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Sbarro,  Inc.  86 

By  Robert  La  Franco 

The  Sbarro  brothers  thought  they 
needed  help  from  outsiders  to  take 
their  restaurant  chain  to  the  $500 
million  mark.  Big  mistake. 
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By  David  S.  Fondiller 

A  maker  of  tents  and  cooking  stoves 
for  refugees. 
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securities. 
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(  Rick  Gongorek  is  a  Prudential  Securities  Broker  ) 


o 


I'm  a  broker,  I'm  not  a  crapshooter. 


o 

I  don't  tell  people  what  they  want  to  hear.  That  wastes  my  time  and  theirs. 


 ?  

I  think  one  of  the  best  things  a  broker  can  say  is,  "My  clients  feel  comfortable  with  me." 


My  clients  feel  comfortable  with  me. 

> 

I  know  what  some  people  think  of  brokers.  It's  what  drives  me  to  be  better. 


o 


Time  is 

money.  Thank  you  for  your  time. 

Prudential  Securities  (m* 


Prudential  Securities  today.  It  starts  with  straight  talk. 
To  speak  to  a  broker  call  800-654-5454. 


f"3 
••  J»>V 
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Gad  Janay  invests  with  Prudential  Securities 


o 

...  ,-,aifts^ 
   1   

Your  word  is  your  bond. 


 !  

Trust  is  measured  by  commitments  kept...  in  business  and  in  love. 


i 


don't  give  a  damn  about  a  firm  handshake.  Confidence  is  earned  in  other  ways. 


T  i 

To  be  successful,  1  think  it  is  important  to  take  risks. 

i  trust  people  who  try  to  talk  me  out  of  unreasonable  risks. 


The  people  1  trust  most  are  not  afraid  to  tell  me  the  truth. 


Prudential  Securities 


Prudential  Securities  today.  It  starts  with  straight  talk. 
To  speak  to  a  broker  call  800-654-5454. 


SIDE  LINES 
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Joel  Millman 


i  Yanqui,  send  dollars! 

[OEL  Millman  recently  visited  Cuba  and  found 
much  that  did  not  surprise  him.  Factories  are 
shuttered,  rice  is  rationed  to  6  pounds  per 
person  per  month,  bread  to  about  8  grams  per 
day.  Meat?  Gasoline?  Practically  nada. 

But  Millman  was  surprised  that  the  informal 
economy  is  perking  up.  "Along  Havana's  HI 
Prado  boulevard,  I  encountered  a  thriving  Bolsa 
de  Permuta,  or  'Swap  Exchange,'  to  buy  and  sell 
real  estate,  computers  and  vehicles,'"  says  Mill- 
man,  who  had  last  visited  Cuba  in  1989.  "Cu- 
bans, who  are  allowed  to  own  their  homes, 
exchange  apartments  and  houses,  then  have  the 
swap  registered  with  the  state.  Price  differences 
are  settled  under  the  table,  in  dollars  of  course."  The  people,  in  other 
words,  know  that  Castro's  days  are  numbered.  In  the  meantime, 
Washington  is  quietly  allowing  Castro  to  accumulate  some  badly 
needed  hard  currency  now  that  his  old  patrons  in  Moscow  have  been 
booted  from  office.  Don't  miss  Millman's  "Fidel's  new  friends,"} 
starting  on  page  66. 

Hollywood's  new  stars 

Damon  Darlin  credits  his  wife,  Sharon,  with  turning  him  on  to 
Hollywood's  revived  fascination  with  animated  films.  A  few  weeks 
ago  she  took  him  to  an  open  house  at  the  University  of  California  at 
Los  Angeles'  art  department.  "I  was  surprised  by  the  throng  of 
professionals  who,  like  my  wife,  wanted  to  make  a  career  change  to 
computer  graphics  and  computer  animation,"  says  Darlin.  "The 
reason,  of  course,  was  money.  Animation  makes  big  money  for  the; 
studios  now,  so  the  studios  make  more  of  it."  Coauthored  by  Darlin 
and  Josh  Levine,  a  closet  fan  of  MTV's  Beavis  and  Butt-bead  cartooni 
show,  "Stars  who  don't  throw  hissy  fits"  starts  on  page  94. 

Contrary  Keynes 


ifsl/vWNARD- 

JEYNES 

Li^XOMM'AsvW'iOR 

<H92(H937:> 


If  you're  interested  in  economics,  between- 
the-World-Wars  financial  history  and  one  of  the 
century's  most  subtle  intellectual  characters, 
pick  up  a  copy  of  Robert  Skidelsky's  John  May- 
nard  Keynes:  The  Economist  as  Saviour,  1920- 
1937.  The  second  volume  of  Lord  Skidelsky's 
biography  of  Lord  Keynes,  it  has  just  been 
published  in  the  U.S.  at  $38  a  copy. 

Among  his  many  talents,  Keynes  was  a  mas- 
terful investor:  Between  1930  and  1936  he 
parlayed  less  than  £20,000  into  over  £500,000 
(roughly  $26  million  in  today's  money)  playing  the  stock  markets. 
Keynes  accomplished  this  by  marching  to  his  own  drummer  and 
against  conventional  wisdom.  Skidelsky  unearths  this  nugget  in  a 
letter  from  Keynes  to  a  friend  offering  stock-picking  advice:  "When  I 
can  persuade  the  Board  of  my  Insurance  Company  to  buy  a  share, 
that,  I  am  learning  from  experience,  is  the  right  moment  for  selling 
it."  Sound  advice  to  anyone  who  has  trouble  getting  a  committee  to 
see  things  his  or  her  way. 

Managing  Editor 
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It  doesn't  take  long  before 
YOU  realize  it's  not  so  much  the 
little  things  that  keep  you  from 
getting  where  you  want  to  be. 
It's  that  huge  tax  bite  you  face 
every  year. 

That's  why  you  might  want 
to  go  fishing  for  an  investment 
designed  to  pay  you  steady  income 
free  from  federal  income  tax. 
The  INVESCO  Tax-Free  Long-Term 
Bond  Fund. 

With  80%  of  its  portfolio 
invested  in  state  or  local 
government  bonds  rated  a  or 
higher*,  the  Fund  provides  a 
consistently  strong  tax-free 
return.  in  fact.  llpper  analytical 
Services  ranked  it  in  the  top  five 
of  all  general  municipal  debt 
funds  for  the  ten  year  period 

ENDED  12/31/93. 

OF  COURSE.  PAST  PERFORMANCE 
IS  NO  GUARANTEE  OF  FUTURE  RESULTS. 

But  INVESCO  has  been  helping 
investors  for  over  60  years. 

so  if  you  have  big  plans 
you  don't  want  to  let  get  away, 
call  for  a  prospectus  for  this 
fund.  you'll  receive  more 
complete  information.  including 
management  fees  and  expenses. 
Read  it  carefully  before  you 
invest  or  send  money.  invesco. 
|ust  one  of  the  smart  choices 
you've  made."1 


INVESCO  Tax-Free 
Long-Term  Bond  Fund 

Yield  Tax  Equivalent.  7.09% 

Current  30  Day  Tax-Free  4.89% 

Annualized  return  through  Dec.  31. 1993 
ONE  YEAR  12.1  1% 

Five  year  10.42% 

TEN  YEAR  1  1  .50% 


NVESCO  FUNDS 


800-320-4  52  5 
Ext.  1  89 


HE  TEN  YEAR  PERIOD  ENDED  12/31/93.  LlPPER  ANALYTICAL  .SERVICES  RANKED  THE  FUND  #4  OUT  OF  39  GENERAL  MUNICIPAL  DEBT  FUNDS  TOTAL  RETURN  ASSUMES  REINVESTMENT  OF  DIVIDEND  AND  CAPITA!  GAIN  DISTRIBUTIONS 
TMENT  RFTURN  AND  PRINCIPAL  VALUE  WILL  FLUCTUATE  SO  THAT.  WHEN  REDEEMED.  AN  INVESTOR'S  SHARES  MAY  BE  WORTH  MORE  OR  LESS  THAN  THEIR  ORIGINAL  COST  YIELDS  WERE  CALCULATED  ACCORDING  TO  SEC  REGULATIONS 
ILE  EQUIVALENT  YIELD  IS  BASED  UPON  31%  FEDERAL  TAX  RATE  INVESTMENT  INCOME  MAY  BE  5UB|ECT  TO  STATE  AND  LOCAL  TAXES  AND  FEDERAL  ALTERNATIVE  MINIMUM  TAX  INVESCO  FUNDS  GROUP.  INC  .  DISTRIBUTOR 
DS  RATED  "A"  BY  MOODY'S  INVESTORS  SERVICE  STANDARD  8  POOR  S  CORPORATION.  OR  FlTCH  INVESTORS  SERVICE  ARE  RATED  IN  THE  3RD  HIGHEST  CATEGORY  AVAILABLE  FOR  HICH  QUALITY  BONDS. 


IT'S  SAID  THAT  LUXURY  CAF 

MAY  WE  PI 


A  BMW  is  designed  to  bring  confidence 
and  joy  to  every  moment  you  spend 
behind  the  wheel,  and  to  do  so  even  if 


your  journey  takes  you  over  stones,  sar 
sleet  or  worse.  Over  asphalt  shimmerir 
with  wet  leaves.  Over  freeways  where 
small  but  treacherous  oil  slicks  lurk  i 
the  passing  lane. 

And,  of  course,  over  the  vast  blankf 
of  hard-packed  snow  and  ice  that  descenc 
on  most  of  North  America's  streets  durir 
the  winter  months. 

To  respond  with  lightning  accuracy  i 
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ILY  HAVE  SURFACE  VALUES. 
■NT  OURS. 


h  of  these  situations  may  be  impossible 
a  human  driver,  but  not  for  a  BMW 
jipped  with  All  Season  Traction. 

A  feature  you  can  have  on  BMWs 
ill  sizes  from  the  325i  to  the  8-Series* 

This  remarkable  safety  system 
nbats  sudden  wheelspin  by  instantly 
ucing  engine  power  and/or  applying 
brakes  in  precisely  the  right  proportion, 
lelp  you  maintain  control. 


As  you  can  see,  our  values  go  a  lot 
deeper  than  the  surface.  To  test  drive  a 
new  BMW  with  All  Season  Traction,  please 
call  1-800-334-4BMW. 


THE  ULTIMATE  DRIVING  MACHINE,® 


540i,  740i  and  740iL.  It  is  standard  equipment  on  the  530iT,  750iL  and  the  8-Series. 
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A  tale  of  two  scions 

Eight  years  ago  we  dubbed  Ralph 
Ingersoll  II  the  next  great  media  mo- 
gul (Oct.  20,  1986).  At  the  time  his 
Ingersoll  group  ran  32  daily  newspa- 
pers and  110  weeklies,  and  was  ex- 
panding fast  with  backing  from'E.M. 
Warburg,  Pincus  &  Co.  and  junk 
bond  financing  from  Drexel,  Burn- 
ham.  Ingersoll  came  from  a  distin 
guished  journalistic  background;  his 
father  was  a  major  figure  in  American 
publishing  in  the  1930s. 

But  Ingersoll  lost  control  of  his 
U.S.  properties  after  a  couple  of  Hops 
and  after  junk  bond  financing  dried 
up  in  1990.  By  last  year  all  that  re- 
mained to  him  was  a  50%  holding  in 
three  Irish  newspapers.  Now  that, 
too,  seems  lost.  In  December  an  Irish 
judge  ordered  Ingersoll  to  sell  his 
stake  in  the  moneylosing  properties  to 
his  partner,  Eamon  de  Valera,  grand- 
son of  the  Irish  revolutionary  hero 
and  former  president  who  founded 
the  three  newspapers. 

In  its  ruling,  the  court  sided  with 
Irish  tradition  rather  than  with  busi- 
ness experience:  By  training,  de  Vale- 


Newspaper  man 
Ralph  Ingersoll 
He  lost  to 
a  chemist. 


til- 


ra  is  an  industrial  chemist.  Complains 
Ingersoll:  "We've  had  our  consider- 
able amount  of  experience  in  publish- 
ing [yet]  the  court  finds  the  industrial 
chemist  is  the  more  appropriate  stew- 
ard. ...  [de  Valera's]  attitude  seems 
to  be:  It's  my  toy.  I  inherited  it.  I  want 
to  play  with  it.  And  if  I  can't  play  with 
it,  I  will  break  it." 

The  judge  has  yet  to  set  a  price  on 
Ingersoll's  50%  of  the  Irish  Press  and 
two  other  papers.  The  stake  cost  In- 
gersoll $16  million.  What  does  he 
plan  on  doing  with  the  money  de 
Valera  will  pay  him?  Ingersoll  wants  to 
start  his  own  publishing  imprint  in  the 
U.K.,  supplying  books,  magazines 
and  cd-roms  to  the  home  teaching 
market. 

Blood  on  the  ice,  Part  II 

National  Hockey  League  Com- 
missioner Gary  Bettman  didn't  think 
much  of  Forbes'  article  on  his  first 
year  on  the  job  (Jan.  31).  Bettman 
griped  that  Forbes  was  taking  the 
players'  side  against  the  owners. 

Early  this  month,  however,  Bett- 
man himself  confirmed  one  of  our 
predictions,  that  the  NHL  commis- 
sioner was  likely  to  demand  that  the 
players  accept  ceilings  on  their  sala- 
ries. In  early  January  the  league  pro- 
posed a  "compensation  pyramid." 
What  does  that  mean?  According  to 
an  NHL  document,  "teams  would  be 
limited  to  a  designated  amount  of 


National  Hockey 
League 

Commissioner 
Gary  Bettman 
Heading  for  a 
strike? 
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'hen  is  a  personal  note  a  better  business  communication?  When  it's  a  thank  you,  a  reminder,  a  way  to  touch  base  with  a  client  who's 
so  a  friend.  Making  Crane's  engraved  correspondence  card  as  indispensable  to  the  executive  as  our  letterhead  papers.  Since  1801,  we've 
ade  both  from  100%  cotton,  never  from  wood  pulp.  So  be  prepared  to  conduct  business  on  a  friendly  note.  Crane  papers  for 
isiness  use  are  available  worldwide  through  better  paper  merchants,  engravers  and  printers.  Crane     Co.,  Inc.,Dalton,  MA  01226. 

CRANE 

USINESS  PAPERS  ■  INVITATIONS  •  ANNOUNCEMENTS  •  SEASONAL  CARDS  •  PERSONAL  STATIONERY 


Select  Portfolios 
Help  You  Pick  Apart 
The  Market 


Savvy  investors  know  that  stocks  rarely  all  move  in  unison  for  long. 
Fidelity  Select  Portfolios®  are  designed  to  help  you  isolate  and 
choose  specific  industries  so  you  can  invest  for  maximum  impact 
from  a  narrow  focus. 

Tap  Into  Sector  Performance 

Each  of  Fidelity's  35  sector  funds  targets  a  specific 
industry,  so  your  ability  to  predict  a  sector  upswing 
can  translate  into  dramatic  returns.  Similarly,  a  poor 
choice  can  result  in  a  significant  loss.  Once  you  invest 
in  Select  Portfolios,  Fidelity's  fundamental  approach  to 
stock  investing  takes  over. 

The  funds  are  aggressive  in  their  search  for  capital 
appreciation,  so  share  prices  may  vary  significantly 
with  changing  market  conditions. 

We'll  Send  You  All  You  Need 
To  Take  The  Next  Step 

Our  free  fact  kit  can  help  you  make  informed  choices 
about  sector  investing.  It  includes: 
•  A  User's  Guide  to  Fidelity  Select 
Portfolios  with  fund  descriptions, 
performance  records,  and  portfolio 
manager  overviews  for  each  fund; 
•  An  application  and  prospectus 
with  more  complete  information  on 
the  funds'  $2,500  minimum  initial 
investment,  fees  and  expenses. 
So  call  today.  Your  own  judgment  can  be 
your  most  important  resource. 


\  I  SER  Si 

k 

GUIDE  TO 

Q 

FIDELITY 
SELECT 

1 

PORTFOLIOS' 

Visit  A  Fidelity  Investor  Center 
Or  Call  24  Hours 


Fidelity 


1-800-544-3925 


investments* 


Share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  shares.  Please  read  ihe  prospectus 
carefully  before  you  invesi  or  send  money.  Fidelity  Distributors  Corporation. 


compensation,  which  would  be  divid 
ed  among  their  players  according  to  | 
combination  of  collectively  bargainee 
principles  and  individual  salary  negot 
tiations."  In  other  words,  the  owner: 
would  put  a  certain  amount  of  monej 
on  the  table  and  the  players  woulc 
argue  their  shares  among  themselves 
Bettman  did  not  offer  to  make  th( 
proposed  salary  cap  idea  more  palat 
able  by  cutting  the  players  in  on  the 
league's  other  income  streams,  like 
royalties  from  sales  of  hockey  jerseys 
emblazoned  with  the  players'  names. 

The  players'  union,  headed  by 
Robert  Goodenow,  rejected  Bett- 
man's  salary  cap  without  even  taking  a 
vote.  A  strike  could  develop. 

-VlCKI  CONTAVESPI 


Position  wanted 

The  day  after  Forbes  compliment- 
ed Donna  Ecton  for  turning  around 
Delavan,  Wis. -based  Andes  Candies 
(Jan.  31 ),  she  was  fired  as  chief  execu- 
tive officer  of  the  $50  million  maker 
of  after-dinner  mints. 

Nice  reward!  Andes  is  owned  by 
Klaus  Jacobs,  a  difficult  and  meddle- 
some Swiss  billionaire  who  has  run 
through  five  chief  executives  in  six 
years  at  his  larger,  more  troubled 
candy  company,  E.J.  Brach.  Last  sum- 
mer Jacobs  installed  a  new  chief  exec- 
utive at  Brach,  Kevin  Martin.  Martin 
wanted  the  smaller  candy  company  to 
report  to  him.  But  Ecton  wanted  to 
continue  to  report  directly  to  Europe. 
It  looks  like  Jacobs  sided  with 
Martin. 

What's  Ecton  going  to  do?  Right 
now  she's  looking  for  work  and  con- 
sidering a  lawsuit. 

-Amy  Feldman  h 


Donna  Ecton, 
ex-Andes  Candies 
Considering 
a  lawsuit. 
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FREE  Special  Report 


How  to  Protect  \burself 
From  the  New  War  on  the  Wealthy 

President  Clinton's  new  tax  initiatives  heavily 
penalize  the  "rich",  and  it's  going  to  get  worse. 
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Wealth 

Preservation 

Strategies 


Barry  Kaye 


That's  why  I  would  like  to  send  you  a  FREE 
copy  of  my  valuable  special  report:  12  Wealth 
Preservation  Strategies.  Discover  how  to 
reduce  your  estate  tax  cost  up  to  90%*...  how 
to  leverage  your  IRA,  pension  or  annuities  10- 
20  times.. and  how  to  make  your  key  invest- 
ments income  and  estate  tax  free. 


Barry  Kaye:  America's  #1  expert 
on  estate  tax  cost  discounts.. .author 
of  Save  A  Fortune  On  Your 
Estate  Taxes  and  Die  Rich  and 

Tax  Free-founder  and  Chairman 
of  Creation  Centers5"America's 
Foremost  Estate  Tax  Cost  Discount 
Specialists.. .and  the  man  seen  and 
heard  by  millions  on  TV  shows 
like  the  Today  Show  or  at  nation- 
wide financial  conferences. 


Ff  your  estate  is  valued  at  $3  million  to  $250  million,  let 
Lme  issue  this  urgent  warning: 

You  are  about  to  see  the  greatest  attack  on  the  wealthy 
ince  the  Roosevelt  era.  The  battlelines  have  been  drawn. 
Redistribution  of  the  wealth  is  the  political  rhetoric  in 
Washington  today.  The  rich  will  be  penalized  heavily  to 
fund"  government  programs.  For  example... 

Attack  #1:  Federal  estate  taxes  will  swallow  up 
50%  or  more  of  your  net  worth. 

Federal  estate  taxes  will  continue  to  be  a  focus  for  new 
ix  revenues.  As  I  write  this  article,  various  trial  balloons 
re  being  raised,  including  reduction  of  the  Lifetime 
Inified  Credit  (your  $600,000  exemption),  a  possible 
lcrease  in  the  marginal  top  bracket,  and  other  devastating 
ix  plans. 

Today,  it's  a  FACT.  Your  estate  will  owe  Uncle  Sam  55% 
f  every  dollar  over  $3  million  (plus  $1,098,000  tax  on  the  ini- 
al  $3  million).  But  in  your  FREE  Special  Report,  I'll  reveal 
ow  you  can  fight  back  and  use  powerful  and  often  over- 
>oked  estate  planning  strategies  to  save  millions  of  dollars. 

You'll  learn  how  to  reduce  your  estate  tax  cost  by  up  to 
0%*,  passing  on  nearly  two  times  more  money  to  your 
eirs — income  and  estate  tax  free. 

Attack  #2:  Your  IRA  &  retirement  accounts 
will  be  wiped  out. 

Don't  be  fooled  into  believing  your  retirement 
ccounts  will  be  exempt.  A  $1,000,000  IRA  will  be  tragi- 
ally  reduced  to  a  mere  $300,000  after  $350,000  in  income 
ixes  and  another  $350,000  in  estate  and  excise  taxes  after 
eath.  That's  a  whopping  70%  loss! 

But  in  your  FREE  Special  Report,  you'll  discover  a 
owerful,  proven  way  to  leverage  your  IRA  10  to  20  times, 
irning  that  same  $300,000  into  $5  million,  income  and 
state  tax  free. 


'  Discounted  lax  cost  based  on  currenl  assumptions,  other  requirements  and  a  last-to-die  lite  insurance  policy 
©  Wealth  Creation  Centers 


Attack  #3:  So-called  'lax-free'1  investments 
will  be  devastated. 

You  probably  know  that  municipal  bonds  are  income 
tax  free.  But  what  you  may  not  know  is  they  are  not  estate 
tax  free.  In  your  report,  you'll  discover  exciting  muni  bond 
alternatives  that  will  make  that  money  income  and  estate 
tax  free. 

Arm  Yourself  Against  These  Costly  Tax  Hikes 

As  author  of  Save  A  Fortune  On  Your  Estate  Taxes  and 
as  Chairman  of  Wealth  Creation  Centers,  I've  seen  the  trag- 
ic consequences  of  the  government's  55%  estate  tax  bite.  I 
also  know  you  don't  have  to  stand  by  and  watch  taxes 
destroy  everything  you've  worked  a  lifetime  to  achieve. 

You  don't  have  to  be  a  casualty  of  the  politicians'  war 
on  the  wealthy.  Call  TOLL  FREE  or  write  for  your  FREE 
Special  Report  today! 


CALL  TOLL  FREE  1-800-662-5433 
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Monday  -  Friday,  8:30  -  5:30  PST 

□  For  your  FREE,  No-Obligation  copy  of  3^ 
Barry  Kaye's  Special  Report:  12  Wealth 
Preservation  Strategies. 

□  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 

Available  in  fine  bookstores  everywhere 

"Much  useful  advice  from  a  man  who  has  so  much 
useful  advice  to  give. ' 

—Malcolm  S.  Forbev  Jr.  President  &  Edilor-m-Chief  Forbes  Magazine 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  Avenue  of  the  Stars, 
Suite  500  Los  Angeles,  California  90067 
1-800-662-5433  310-277-9400  FAX  310-282-0775 
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Will  it,  or  won't  it? 

There  seems  to  be  a  difference  of 
opinion  among  the  top  brass  at  Ford 
about  the  near-term  U.S.  profit  pros- 
pects of  its  new  world  car,  the  Mon- 
deo,  which  goes  on  sale  here  later  this 
year  as  the  Ford  Contour  and  Mercu- 
ry Mystique.  The  car,  which  cost  $6 
billion  to  develop,  has  been  selling 
briskly  in  Europe  since  being  intro- 
duced there  early  last  year.  But  can  it 
be  profitable  in  the  U.S.,  where  it  will 
probably  sell  for  much  less?  At  a  re- 
cent preview  of  the  car  in  Dearborn, 
Ford  Vice  Chairman  Louis  Ross  cau- 
tiously predicted  that  the  car  will 
come  "pretty  close"  to  breaking  even 


The  Ford  Mondeo 

Will  it  be  profitable  in  the  U.S.? 


here.  But  a  few  hours  later,  Ross'  boss 
was  more  upbeat.  "We  do  plan  to 
make  a  profit  on  this  vehicle  in  the 
U.S.,"  said  Chairman  Alex  Trotman. 
"Anything  you  have  heard  to  the 
contrary  is  a  mistake."  -Jerry  Flint 

Privatization  play 

In  her  early  efforts  to  shrink  gov- 
ernment in  her  state,  Christine  Todd 
Whitman,  New  Jersey's  new  gover- 
nor, says  she  may  sell  the  New  Jersey 
Sports  &  Exposition  Authority, 
which  owns  the  Meadowlands  com- 
plex. This  includes  a  racetrack,  an 
indoor  arena  and  Giants  Stadium.  (It 
also  owns  Monmouth  Park  race- 
track.) The  Authority  earns  New  Jer- 
sey no  money  after  its  $870  million  of 
debt  has  been  serviced  and  costs  the 
state  $17  million  a  year  in  subsidies. 

What  might  it  bring?  The  Authori- 
ty's assets  are  probably  worth  at  least 


Giants  Stadium  at  the  Meadowlands 
On  the  block? 


$600  million  but  would  go  for  less,  as 
any  buyer  would  have  to  retire  about 
$450  million  of  bonds. 

A  private  owner  would  no  doubt 
manage  the  facilities  much  better.  For 
instance,  the  Meadowlands  arena 
needs  more  skyboxes,  which  could  be 
sold  for  up  to  $125,000  apiece  each 
season  if  they  were  built. 

One  potential  buyer:  wealthy  New 
Jersey  entrepreneur  John  McMullen, 
whose  New  Jersey  Devils  hockey  team 
plays  at  the  Meadowlands.  "We're 
going  to  look  at  this  very  seriously," 
says  McMullen.  -VlCKl  Contavespi 

Deregulation  warmup 

During  the  record  cold  snap  that 
recently  iced  much  of  the  U.S.,  there 
were  ample  supplies  of  natural  gas — a 
far  cry  from  the  bitter  winter  of  1976- 
77,  when  some  customers  were  cut  off 
for  lack  of  gas.  This  time  round,  the 
shortage  was  in  electric  capacity. 

Why  was  gas  so  abundant?  Because 
the  industry  was  deregulated  after  the 
1976-77  fiasco.  Now  Houston  ener- 
gy consultant  Carol  Freedenthal 
thinks  the  growing  number  of  electri- 
cal blackouts  may  speed  that  indus- 
try's deregulation.  "Three  of  the  five 
federal  energy  regulatory  commis- 
sioners," notes  Freedenthal  optimis- 
tically, "arc  known  for  their  electrical 
expertise."  -Toni  M\CK 

Highly  enriching  deal 

Russia  has  agreed  to  deliver  over  the 
next  20  years  500  tons  of  uranium 
from  its  former  military  stockpiles  to 
Western  countries,  the  U.S.  included,  s 
for  civilian  nuclear  power  use.  But  § 
first  the  highly  enriched  uranium  s 


must  be  converted  to  the  less-el 
riched  grade  used  in  power  planri 
Privately  held,  Atlanta-based  Nucle 
Fuel  Services  and  AlliedSignal  ha' 
teamed  with  the  Russian  governmei 
in  a  joint  venture  to  convert  1 00  toi 
of  the  uranium  at  a  plant  in  Tenne 
see.  Russia  will  pay  $3,300  to  conve! 
a  kilogram  of  highly  enriched  uran 
um  into  30  kilos  of  fuel-grade  uran 
um,  which  it  will  then  sell  to  the  U.! 
government  for  a  guaranteed  price  < 
$23,400.  There's  $2  billion  in  tr 
deal  for  Russia  after  it  pays  the  convei 
sion  costs — and  a  nice  piece  of  bus 
ness  for  the  joint  venture. 

-Peter  Fuhrma 


High-level  selling 

Too  bad  for  Boeing  that  the  U.Sl 
embargo  against  Vietnam  wasn't  liftll 
ed  last  year.  The  embargo  had  prel 
vented  Boeing  from  selling  jets  t|| 
Vietnam,  but  since  1991  three  of  itl 
737s  had  been  leased  to  Vietnames-I 
Airlines,  the  state-owned  carrier,  by 
Swiss  charter  company.  The  Vietnam! 
ese  liked  the  planes  and  last  yeal 
signed  a  memo  of  understanding  witll 
Boeing  to  buy  four  more  737s  foil 
$160  million  once  the  embargo  wai 
lifted.  Boeing  estimated  that  over  th«| 
next  15  years  it  might  sell  up  to  $£ 
billion  worth  of  planes  to  Vietnam. 

But  then  French  President  FrancoiJ 
Mitterrand  went  to  Hanoi  and  lob  j 
bied  hard  on  behalf  of  Airbus,  whosci 
major  shareholder,  Aerospatiale,  hi 
owned  by  the  French  government  [ 
Result:  The  Vietnamese  let  thel 
Boeing  memo  lapse,  and  the  leasesi 
with  the  Swiss  have  been  allowed  tc 
expire.  As  of  February  the  routes 
flown  by  the  Boeing  737s  were  takenl 
over  by  three  Air  France  Airbusl 
A320s,  with  French  crews.  Air  Francel 
expects  to  lease  two  more  A320s  to  I 
Vietnam  this  year,  and  it  will  train  ail 
large  group  of  Vietnamese  pilots  to  fly  I 
Airbuses.  -P.F.f 


Airbus  has  aced 
out  Boeing 
in  Vietnam. 


18 


Forbes  ■  February  28,  1994 


ull  circle 

[.L.  HUNT  heir  William  Herbert 
[unt  lost  most  of  his  multibillion- 
j\\a.v  inheritance  in  the  early  Eighties 
hen  he  and  brother  Bunker  failed  to 
jrner  the  silver  market.  But  Hunt, 
jw  62,  hopes  to  recoup  some  of  his 
iss  in  Russia,  where  Petro-Hunt 
orp.,  the  independent  oil  company 
tvned  by  his  children,  has  spent  $11 
illion  prospecting  for  oil.  Last 
onth  Hunt  announced  a  joint  ven- 
ire with  two  Russian  state  agencies 
id  oilfield  services  giant  Dresser  In- 
jstries  to  drill  wells  in  western  Sibe- 
i.  Hunt  figures  the  project  will  cost 
L.4  billion  and  says  production, 
hich  is  scheduled  to  start  early  next 
:ar,  is  projected  to  reach  100,000 
irrels  a  day  within  five  years. 
Hunt,  whose  father  was  passionate - 
anticommunist  before  it  was  fash- 
nable,  says  he  was  given  three  books 
Russian  about  his  family.  "I  didn't 
jther  translating  them,"  he  laughs. 
I'm  not  sure  they  would  have  been 
vorable."  -Christopher  Palmeri 

letter  showing 

rHEN  the  Dallas  Cowboys  won  the 
iper  Bowl  again,  nobody  cheered 
uder  than  the  folks  at  American 
ledical  Electronics,  Inc.  The  $39 
illion  (estimated  1993  sales)  com- 
tny  is  based  in  a  Dallas  suburb,  but 
lere's  more  to  it  than  rooting  for  the 


illas  Cowboy  Leon  Lett  (78) 
>od  PR  for  AME. 


^metown  team.  Earlier  in  the  season 
owboys'  defensive  tackle  Leon  Lett 
ore  an  AME  ankle  bracelet  to  help  his 
oken  right  ankle  heal  faster.  The 
zmo  emits  electromagnetic  pulses 
lat  supposedly  stimulate  bone 
"owth.  In  November  Lett  was  the 
ughingstock  of  Dallas  after  muffing 
play  that  led  to  a  loss.  But  luckily  for 
vie,  he  played  a  whale  of  a  game 
gainst  Buffalo. -R.  Lee  SullivanMI 


f-  The  Montgomery  Funds 


We  are  pleased  to  announce  1993  4th  Quarter  results  of  the  three  new  funds 
added  to  our  fund  family  on  October  1,  1993: 


The 
Montgomery 
Growth 
Fund 


I 


18.34% 


I  st  in 

Upper  Growth  Universe 
of  4.75  Funds 


S&P  500 

2.32% 


The 
Montgomery 

Global 
Opportunities 
Fund 
18.50% 

3rd  in 
Upper  Global  Universe 
of  83  Funds 


MSCI  World  Index 
1.61% 


The 
Montgomery 
International 
Small  Cap 
Fund 
13.42% 


I 


3rd  in  Upper 
Global  Small  Company 
Universe  of  15  Funds 


MSCl  eafe  Index 
.86% 


I 


Performance  Oriented  Portfolios 


For  information  and  a  prospectus  from  Montgomery  Securities,  please  call  or  write  to: 
The  Montgomery  Funds  600  Montgomery  Street  San  Francisco,  California  94 1 1 1 

1  -  8  0  0  -  5  7  2  -  F  U  N  D  (  3  8  6  3  )   ext.  500 


The  performance  numbers  above  are  inception  to  date  aggregate  total  return  figures:  Ocrober  1  -  December  31,  1993.  The  Lipper  Universe  rankings 
are  for  the  fourth  quarter  of  1993  based  on  total  return  ™~he  funds  have  recently  commenced  operations  and  have  limited  performance  history.  Tne 
performance  rankings  and  data  quoted  above  represent  historical  performance  ana  are  not  indicative  of  future  performance.  The  net  asset  values  of  each 
Fund's  shares  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Investing  in  foreign  markets 
is  associated  with  certain  additional  risks  and  investing  in  "small  cap"  companies  is  associated  with  increased  volatility.  The  indexes  above  are  all  unman- 
aged  and  assume  reinvestment  of  dividends.  Standard  and  Poor's  500  Composite  Stock  Price  Index  is  often  used  to  portray  the  pattern  of  U.S.  domestic 
common  stock  prices.  Morgan  Stanley  Capital  International  World  Index  represents  monthly  change  in  market  capitalizations  of  Hurope,  Australia,  Far 
East,  U.S.,  Canada  and  South  African  Gold  Mines.  Morgan  Stanley  Capital  International  Furope,  Australia  and  Par  East  Index  is  weighted  by  each 
country's  aggregate  market  capitalizations. 


LATIN  AMERICA— DYNAMIC 
GROWTH  OPPORTUNITIES 


Introducing  the  T.  Howe  Price  Latin  America  Fund.  An  expanding  Latin 
American  economy  offers  long-term  investors  the  potential  for  significant 
capital  appreciation.  Political  reform,  increased  privatization  and  foreign 
investment,  and  the  recent  passage  of  NAFTA  have  set  the  stage  for  extended 
economic  growth  in  this  region.  The  Fund  seeks  to  take  advantage  of  this 
dynamic  environment  with  a  carefully  selected,  diversified  portfolio  of 
companies  positioned  to  benefit  from  long-term  market  growth. 

The  Fund's  manager,  Rowe  Price-Fleming,  has  had  access  to  a  network 
of  international  investment  experts  in  Latin  America  for  over  two  decades. 
As  America's  largest  manager  of  no-load  international  mutual  fund  assets, 
Rowe  Price-Fleming  has  the  expertise  needed  to  identify  investment 
opportunities  with  strong  long-term  potential.  Keep  in  mind  that  with 

f eater  return  potential  comes  greater  risk.  100%  no  load.  $2,500  minimum 
1,000  for  IRAs). 

Call  24  hours  for  a  free  report 

1-800-541-7852 


Invest  With  Confidena 

T.RoweRiee 


4|fL 


AMI  ,  li  144 


International  investing  has  special  risks,  including  currency  fluctuations  and  limited  geographic 
focus.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and 
other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Starting  today 


AMERICAN  EXPRESS 


IS  HELPING 


CORPORATIONS 


3 


REVOLUTIONIZE 


THE  ENTIRE 


PURCHASING 


PROCESS. 


Introducing  the  American  Express 
Corporate  Purchasing  Card 

Every  time  a  corporation  buys  something,  it  pays  twice. 
Once  for  the  item,  and  again  for  the  paperwork.  Becau 
it  costs  as  much  as  $100  to  process  the  average  purchase 
order,  check,  and  forms -even  for  a  $10  stapler.  But  now 
there's  a  tool  specifically  designed  to  control  indirect 
purchasing  costs:  The  American  Express  Corporate 
Purchasing  Card. 

Brings  new  efficiency  to  purchasing. 
Developed  in  concert  with  leading  corporations  and 


eir  suppliers,  the  Card  streamlines  the  administrative 
)rk  that  costs  money,  hut  buys  nothing.  Because  when 
lployees  use  the  Corporate  Purchasing  Card  to  pay  for 
pplies  and  other  necessities,  American  Express  manages 
e  process-  and  eliminates  costly  paperwork. 

Maximizes  control  over  spending, 
le  Card  gives  corporations  a  variety  of  reporting  and 
ending  limit  options  designed  to  increase  control  over 
rchasing.  At  the  same  time,  it  provides  consolidated 
mthly  spending  information -including  sales  and  use 
>c-that  makes  the  entire  process  far  easier  to  manage. 


Strengthens  supplier  relationships. 

American  Express  has  an  aggressive  program  to  enroll  a 
corporations  suppliers.  Furthermore,  the  Card  provides 
a  number  of  important  supplier  benefits,  including  im- 
proved customer  service,  reduced  processing  costs,  and 
the  savings  that  go  with  getting  paid  in  days-instead  of 
weeks.  Which  makes  this  a  revolution  where  everyone 
wins.  To  find  out  more,  call  ■£  Corporate 

WM  Purchasing 
I  800  44^  4880,  exi  Hill  Card 

©  1994  American  Express  Travel  Related  Services  Company,  Inc. 


READERS  SAY 


Calculated  response 

Sir:  Re  "Killing  the  goose"  (Jan.  31). 
New  York  Governor  Mario  Cuomo's 
arithmetic  was  off  when  he  said  that 
"States  that  start  with  no  work  get 
one  job;  they  go  up  1 00%."  From  0  to 
1  is  an  infinite  increase. 
-Jay  M.  Pasachoff 
Cambridge,  Mass. 


Sir:  Perhaps  [Governor  Cuomo's]  is 
the  "new"  math  that  might  not  only 
explain  why  legislators  think  that  high 
tax  rates  are  low;  it  could  also  explain 
why  sat  scores  are  falling  while  spend- 
ing on  education  is  rising. 
-Vahan  Janjigian 
Assistant  Professor  of  Finance 
Northeastern  Un  iversity 
Boston,  Mass. 

Sir:  We  New  Yorkers  need  to  take 
back  our  state  from  the  politicians. 
-Brian  Napoi.i 
Medina,  N.T. 

Hayek  revisited 

Sir:  Thomas  Sowell  bemoans  Ameri- 
ca's lack  of  zeal  for  free  market  eco- 
nomics ("A  road  to  hell  paved  with 
good  intentions,"  Jan.  17).  He  gives 
too  much  credit  to  Marxists,  Keynes- 
ians  and  liberals  for  this  state  of  affairs. 
More  to  blame  are  those  who  defend 
special  privilege  with  free  market  rhet- 
oric, and  who  neglect  critical  failings 
of  the  market  system. 
-Walter  Rybeck,  Director 
Center  for  Public  Dialogue 
Kensington,  Md. 

Leading  questions 

SIR:  In  the  Jan.  17  issue  there  is  an 
excerpt  from  Rush  Limbaugh's  new 
book  implying  you  would  be  charged 
more  if  you  have  medical  insurance 
(Fact  and  Comment).  By  asking  up 
front  whether  a  patient  has  insurance 
coverage,  the  medical  practice  is 
streamlining  the  paperwork  jungle 
and  in  many  cases  helping  the  patient 
obtain  reimbursement  he  or  she  oth- 
erwise may  not  receive. 
-Lawrence  N.  Wallace,  D.D.S. 
Des  Plaines,  111. 


Keep  the  politicians 
out  of  it 

Sir:  You  take  the  Financial  Account- 
ing Standards  Board  to  the  woodshed 
for  proposing  that  corporations  ac- 
count for  the  value  of  stock  options  in 
their  earnings  statements  (Fact  & 
Comment,  Jan.  31).  Your  support  for 
congressional  intervention  is  truly  un- 
fortunate. Once  Congress  starts 
down  the  road  of  mandating  account- 
ing principles,  financial  statements 
will  have  about  as  much  integrity  and 
usefulness  as  the  House  Post  Office  or 
the  House  Bank. 

-D.W.  DUSENDSCHON 

Colleyville,  Tex. 

Sir:  The  last  time  the  federal  govern- 
ment decided  that  accounting  should 
favor  a  segment  of  our  economy  they 
gave  us  the  great  S&L  cover-up.  Why 
not  leave  accounting  to  the  accoun- 
tants rather  than  the  politicians? 
-Dennis  R.  Beresford 
Chairman 

Financial  Accounting 

Standards  Board 
Norwalk,  Conn. 

Reality  check 

Sir:  Robert  H.  Nelson's  column 
about  the  effects  of  zoning  is  a  real 
eye-opener  (Jan.  3).  If  zoning,  ur- 
ban-planning and  other  forms  of  gov- 
ernment land-use  control  were  truly 
effective,  then  cities  exercising  these 
controls  over  many  generations 
should,  by  this  time,  have  become 
models  of  social,  economic  and  racial 
integration.  Unfortunately,  the  long- 
term  effect  has  been  exactly  the 
opposite. 
-Roger  Maupin 
Lockhart,  Tex. 


Science  and  politics 

Sir:  Your  articles  on  the  Food  &  Drug! 
Administration  and  its  commissioner 
were  very  perceptive  ("Food  and) 
drugs  and  politics";  "Just  call  mo 
'Doc,'  "  Nov.  22,  1993).  Extreme  de- 
lays in  the  marketing  of  major  new 
products  have  an  adverse  impact  on) 
the  economy  and  U.S.  competitive 
ness.  More  important,  they  deprive 
consumers  of  products  which  can 
benefit  their  health  and  make  their 
lifestyles    more    manageable.  The 
[fda]  should  seek  to  attain  goals  that 
are  scientific,  not  political. 
-Paul  D.  Coverdell 
U.S.  Senator  (R-Ga.) 
Washington,  D.C. 

Consider  this 

Sir:  Re  "If  you  gotta  get  sued,  get 
sued  in  Utah"  (Jan.  17).  Despite  all 
the  changes  being  forced  upon  doc- 
tors during  the  current  debate  on 
health  care  reform,  malpractice  re- 
form specifically,  and  litigation  re- 
form in  general,  have  been  ignored  or 
disregarded. 

-Peter  A.  Feinstein,  M.D. 
Wilkes-Barre,  Pa. 

Setting  it 
straight 

Sir:  Re  Food,  drink  and  tobacco  in- 
dustry review  (Jan.  3).  The  latest  12- 
month  sales  for  Michael  Foods  were 
$462  million,  not  the  $2,462  billion 
reported.  The  latest  12  months'  profit 
margin  calculation  should  read  1.1%, 
rather  than  0.2%. 
-Mark  D.  Witmer 
Director  of  Corporate 

Com  m  u  n  ica  tions 
Michael  Foods 
Minneapolis,  Minn. 

Suffice 
it  to  say 

Sir:  Re  "TransTechnology's  Trojan 
horse"  (Jan.  17).  It  took  a  great  many 
years  to  get  the  company  to  where  it 
was  in  1990 — it  did  not  happen  over- 
night as  a  result  of  ill  health  of  the 
chairman. 
-Valentina  Doss 
Vice  President 
TransTechnology  Corp. 
Union,  N.J. 
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THE  MOST  POWERFUL  PART 
OF  A  FALCON  JET 
IS  ONE  SIMPLE  IDEA: 

The  next  business  jet  you  acquire  for  your  company  should  do  everything  well. 


If  it  is  a  Falcon  Jet,  it  will. 

Leaving  narrow  superlatives  and  one-sided  claims 
:o  others,  Falcon  Jet  pursues  the  idea  of  meticulously 
balanced  excellence -across  the  board.  Scoring  high  in 
;very  key  category.  Scoring  low  in  none. 

For  example,  a  Falcon  Jet  is  always  fast,  yet  fuel  effl- 
uent. Trim,  yet  spacious.  As  remarkable  for  short-field 
:apabilities  as  for  long  cruising  range.  Highly  advanced 
n  design,  yet  gratifyingly  low  in  operating  costs. 


The  result-honed  over  generations  of  leadership  in 
aviation  technology-is  a  more  versatile,  more  productive, 
more  efficient  business  jet.  Translating  over  the  miles 
and  years  to  a  more  satisfying  ownership  experience. 

After  all,  isn't  this  your  idea  of  a  business  jet,  too? 
To  learn  more,  contact  Gene  Rainville,  Senior  Vice 
President  Marketing,  at  201-967-2746. 

FalconJet 

Teterboro,  New  Jersey  07608 


FALCON 

The  original  business  trijet-famed 
for  "long-trips/sho?-t-trips"  versatility- 
with  record-breaking  performance  and 
proud  fighter  heritage. 


FALCON 

^~)00 13  (Shown  above.)  The  largest 
Falcon  offers  4000  nm  range  and  the 
best  cabin  in  corporate  aviation,  yet  costs 
less  to  operate  than  other  large-cabin  jets. 


00000000 


□ 


FALCON 

2(300  ^<ra'  'n  fl'S^t test'  this  remark- 
able widebody  twin  will  enter  service  in 
1994,  makingswift  and  comfortable  transcon- 
tinental flight  an  affordable  reality. 


"We  nee  J  to  take  care  of  the  forest  and  the  things  that  live  here." 

"Out  kere,  you  understand  tkat  the  forest  is  more  tnan  just  trees.  And  tkat 
caring  for  tke  wildlife  tkat  lives  kere  is  important.  To  all  of  us.  My  company, 
Georgia-Pacific,  kelieves  tkat.  And  were  doing  sometking  akout  it.  One  way 


is  witk  a  plan  we've  developed  to  protect  tke  Red  Cockaded  Woodpecker. 
Were  finding  nesting  sites,  tken  creating  safe  areas  around  tkem.  Areas  well 
leave  undisturbed.  Just  to  make  sure  tke  kirds  will  always  kave  a  place  to  live 
and  tkrive.Tkat  makes  me  feel  good  akout  tke  work  I  do.  And  akout  tke 

lite,  Forest  Specialist.  GeorgiaFfecific  ^ 


/ith  all  thy  getting  get  understanding" 

?act  and  Comment 

'  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


TOO  CAUTIOUS 


jSTANClAL  markets  were  initially  shaken  not  because  the 
deral  Reserve  raised  short-term  interest  rates  but  be- 
lse  it  did  not  raise  them  enough  to  snuff  out  inflation- 
jitters,  which  have  sent  gold  well  above  the  $350  price 
a  few  months  ago. 

Hie  inadequate  boost  in  the  federal  funds  rate  demon- 


strates that  the  central  bank  doesn't  have  the  political 
power  to  resist  the  White  House  if  it  applies  pressure  to 
inflate  the  economy.  Chairman  Greenspan  fears  if  he 
offends  the  President  now,  the  Administration  will  sup- 
port moves  to  strip  the  Fed  of  its  bank  regulator)'  powers. 
In  effect,  the  Fed  has  surrendered  in  advance. 


PROGRESS  IS  NOT  ANTISEPTIC 


ME  economists  are  hailing  the  U.S.1  slow  recovery  from 
;  1990  recession,  saying  that  faster  growth  would  only 
d  to  excesses  such  as  inflation.  They  think  nirvana  is 
ooth,  stable  growth.  Steady  as  you  go  is  their  byword, 
rhese  experts  don't  understand  how  the  real  world 
rks.  Fast  growth  doesn't  cause  inflation.  Poor  monetary 
licy  does.  More  important,  life  itself  is  not  smooth  and 
ady,  and  it  is  preposterous  to  think  economies  should  be 
f  different.  Progress  is 
ssy.  Innovations  require 
merous  people's  attempt- 
;  to  invent  a  better  mouse - 
p  or  dreaming  up  new 
)ducts  and  services.  Fail- 
:s  far  outnumber  successes. 

Henry  Ford's  moving  assembly  line  made  the  automo- 
t  affordable  to  everyone,  not  just  a  toy  for  the  rich.  But 
revolution  bankrupted  countless  stables,  buggy  makers 
d  blacksmiths.  The  advent  of  the  tractor  freed  millions 
icres  that  had  been  devoted  to  growing  fodder  for  farm 
mals  that  pulled  plows  and  other  implements.  This 
:ant  more  and  cheaper  food  for  the  consumer.  But 
lumerable  farmers  had  to  find  new  lines  of  work. 


Smooth  Landing  for  Economy 

Recovery  Achieved  Without  Usual  Aids 


Today  the  microchip  is  extending  the  reach  of  the 
human  brain  the  way  machines  extended  the  reach  of 
human  muscle.  Microchips  are  increasing  productivity 
enormously.  But  now  companies  don't  need  so  many 
middle  managers  to  process  information — a  principal 
reason  for  this  country's  largest  corporations'  having  cut 
their  payrolls  by  some  2  million  people  in  the  1980s  while 
the  U.S.  as  a  whole  was  creating  some  20  million  new  jobs. 

These  economists  haven't 
fully  grasped  the  implications 
of  what  Joseph  Schumpeter 
called  creative  destruction, 
the  turbulence  that  comes 
from  successful  risk-taking. 
When  businesses  spot  new 
opportunities,  they  always  overinvest.  Twelve  years  ago 
personal  computers  burst  onto  the  scene.  Their  growth  has 
continued  exponentially,  yet  look  what  happened  to  early 
PC  giants  Commodore,  Atari  and  Texas  Instruments. 

Given  the  enormous  breakthroughs  about  to  come  in 
biotechnology  and  the  numerous  new  inventions  and 
applications  resulting  from  the  microchip,  it  is  astonishing 
that  the  U.S.  economy  isn't  growing  annually  by  6%-plus. 


•  York  Time 


SNAKE  OIL  AGENCY 


[E  HEAD  OF  the  International  Monetary  ° 
nd,  Michel  Camdessus,  publicly  com-  | 
ined  recently  that  his  agency  is  being  | 
.de  the  scapegoat  for  Russia's  financial  | 
ies.  He  whined  that  it  is  Moscow's  fault 
it  the  IMF  has  held  up  additional  loans, 
flaring  that  the  Kremlin  has  been  unwill- 
;  to  enact  necessary  reforms, 
rhe  IMF  deserves  any  and  all  brickbats 
own  its  way.  It  has  blundered  badly  in 
ssia — and  in  scores  of  other  countries.  The 
nd's  prescriptions  are  poison.  Despite 


IMF  boss  Camdessus: 

Blame  the  victim. 


free-market  rhetoric,  the  agency's  approach 
usually  leads  to  more  inflation  and  economic 
stagnation.  The  IMF  customarily  deals  with 
Third  World  countries,  where  the  results  of 
its  toxic  medicine  rarely  make  front-page 
reading  in  the  U.S.  But  with  Russia,  the 
IMF's  shortcomings  are  more  glaring  and 
the  implications  infinitely  more  ominous. 

These  economic  witch  doctors  constantly 
counsel  patients  to  devalue  their  currencies  as 
a  means  of  improving  their  balance  of  trade. 
The  result  inevitably  is  more  inflation.  They 
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also  prescribe  balanced  budgets,  which  usually  mean  more 
taxes.  And  these  higher  levies  hamper  economic  growth. 

Free-marketers  applaud  the  idea  of  governments'  elimi- 
nating subsidies.  But  if  this  is  done  too  suddenly,  the  result 
is  political  disaster,  especially  if  the  economy  is  slumping. 

Astonishingly,  the  IMF  doesn't  really  know  how  to 
curb  inflation  without  bone-crushing  austerity. 

The  agency  charges  that  Russians  are  printing  too 
much  money  in  order  to  subsidize  dinosaurish  state- 
owned  industries.  But  Yeltsin  wouldn't  survive  five  min- 
utes if  his  government  actually  cut  off  those  subsidies  and 
raised  internal  oil  prices  to  world  levels.  The  result  would 
be  the  shutdown  of  most  of  the  Russian  economy.  This, 
in  a  country  where  the  average  wage,  at  current  exchange 
rates,  is  about  $50  per  month. 

There  are  numerous  ways  the  ruble  could  be  resurrect- 
ed. The  fastest,  most  sensible  method  would  be  to  tie  the 
ruble  to  the  dollar  or  to  gold  and  to  back  that  up  by 
issuing  bonds  collateralized  with  Moscow's  treasure  trove 
of  assets.  Even  at  fire-sale  prices,  Russia's  government- 
owned  oil,  gold,  land,  factories,  buildings,  weapons,  etc. 


are  worth  several  trillion  dollars. 

Monetary  reform  combined  with  tax  cuts — Russian 
reach  the  50%-plus  bracket  on  incomes  of  around  $60(1 
per  year — would  set  off  a  powerful  economic  boom 
Despite  hyperinflation,  Russia  is  already  brimming  witl 
incredible. entrepreneurial  energy.  A  civil  society  is  arising 
as  numerous  new  cultural,  religious,  sports  and  othe 
sorts  of  organizations  proliferate. 

Privatization?  The  Russians  should  be  advised  to  follow 
China's  example  of  letting  privately  owned  companies 
compete  with  state  corporations. 

The  country  from  the  old  Soviet  empire  that  has  th<i 
most  secure  currency  today  is  Estonia.  It  only  issues  moneN 
that  is  backed  by  gold  or  convertible  currencies,  such  as  th 
dollar  and  the  deutsche  mark.  The  IMF  went  along  onh, 
when  it  saw  the  Estonians  achieve  success.  One  would  be 
hard  put  to  find  a  single  country  that  has  followed  I  MI 
prescriptions  to  the  letter  and  achieved  lasting  success. 

The  IMF  is  guilty  of  economic  malpractice.  But  the  U.S 
deserves  even  more  blame  for  letting  the  IMF  play  a  centra 
role  in  Russia's  transition  to  a  Western-style  economy. 


INSTANT  CLASSIC 

War  and  the  Rise  of  the  State — by  Bruce  D.  Porter  (The  Liberals  will  cringe  as  they  read  how  war  led  to  many 
Free  Press,  $27.95).  The  most  important,  influential  book    social  reforms,  including  female  suffrage  and  the  modem 


of  the  year.  It  will  alter  how  we  view  the  past  and 
present.  War  has  been  the  principal  catalyst  for 
change.  It  transformed  a  medieval  Europe  of 
over  1 ,000  political  entities  into  today's  relative 
handful  of  nation-states.  It  fueled  technological 
advances.  Governments  had  to  become  more 
and  more  powerful  to  fight  effectively. 

The  paradoxes  of  war  abound.  In  continental 
Europe,  war  destroyed  medieval  representative 
assemblies  and  brought  about  absolutist  mon- 
archies. Yet  it  has  also  been  an  agent  of  egalitari- 
anism  and  social  mobility.  The  book  chronicles 
how  war  made  possible  both  democracy  and  the  totalitar 
ian  monstrosities  of  Soviet  Russia  and  Nazi  Germany. 


WAR 

\\H  THE 

RISK 

4M  I  hi; 


welfare  state.  Conservatives  will  squirm  as  they 
realize  that  a  strong  military  means  a  strong, 
intrusive  government. 

This  brilliant,  well-researched,  well-written 
book  is  compelling  in  its  arguments.  It  covers 
considerable,  detailed  ground  thoroughly  and 
succinctly. 

Excerpt:  Wars  are  not  mere  intermissions  in  a\ 
human  drama  of  relentless  progress;  their  orga- 
nizational residues  are  woven  too  deeply  into  the 
fabric  of  modern  politics  for  that.  But  neither  is 
war  necessarily  an  engine  of  progress.  It  is  in- 
stead a  powerful  catalyst  of  change,  the  direction  of  which  is 
always  morally  problematic  and  often  deleterious  in  effect. 


GETTING  GOD  OUT  OF  THE  CLOSET 


Religion  is  coming  backinto  America's  political  discourse. 
Look  at  President  Clinton's  State  of  the  Union  message, 
with  all  those  references  to  values.  The  President  himselfhas 
been  making  numerous,  unpublicized — and  surprisingly 
successful — overtures  to  funda-  ? 
mentalist  religious  leaders. 

The  extraordinary  success  of 
Bill  Bennett's  The  Book  of  Virtues 
is  another  sign  that  baby  boom- 
ers are  rediscovering  religion. 

For  decades  any  politician 
who  referred  to  God  in  his 
speeches  was  branded  a  crank. 
The  extraordinary  growth  of 
crime  and  illegitimacy,  however, 
is  leading  millions  of  people  to 
conclude  that  social  programs  alone  can't  enrich  the  human 
spirit  and  may,  in  fact,  encourage  destructive  behavior. 

In  the  fall  of  1914  President  Wilson  issued  a  proclama- 
tion concerning  the  World  War  that  had  just  erupted  in 


a,  PROCLaMATIOH 
i£HEREAa  *J*e  gr«at  nations  of  iwsgs  have  takan  up 


another  and  war  now  dram  millions  of 


into  battle 


tateemen  have  not  been  able  to  eave  from  the 


whom  the 

terrible  eacrlfiaa. 

WKKRRafl  In  thla  ae  in  all  thing*  It  Is  our  privilege 
and  duty  to  nook  aouneel  az.d  eueoor  of  Almighty  Hod,  bumbling  oux- 
ealTee  before  Him,  confessing  our  weakness  and  our  leak  of  any  wis- 
dom equal  to  these  thinge ; 

AND  WHIBKeS  It   la   the  espeolel  wlah  and  longing  of  the 
'  '  *  LTnlted  3tates ,    in  prayer  and  counsel  and  all  frlandll 


Europe.  "...  THEREFORE,  I,  Woodrow  Wilson,  Presi- 
dent of  the  United  States  of  America,  do  designate 
Sunday,  the  fourth  day  of  October  next,  a  day  of  prayer 
and  supplication  and  do  request  all  God  fearing  persons 

to  repair  on  that  day  to  their 
places  of  worship  there  to  unite 
their  petitions  to  Almighty  Goc 
that .  .  .  taking  pity  on  the  na- 
tions now  in  the  throes  ol  con- 
flict, in  His  mercy  and  good- 
ness showing  a  way  where  men 
can  see  none,  He  vouchsafe  His 
children  healing  peace  again 
and  restore  once  more  that 
concord  among  men  and  na- 
tions without  which  there  can 
be  neither  happiness  nor  true  friendship  nor  any  whole- 
some fruit  of  toil  or  thought  in  the  world  ..." 

Such  language  sounds  strange  to  ears  today.  But  it  | 
won't  for  long.  I 
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WNP222-TREE 


One  smart  business  call. 


That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
luxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 


H 


O 


T 


E 


L 


S 


We're  waiting  to  welcome  you  at  over  60  Doubletree  Hotels  from  coast  to  coast. 


©1993  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to 


The  Drivers  Seat 


M 


ost  luxury  cars  give  the  driver  a  drivers  seat.  It  even  offers  adjustable  lum- 
sophisticated  seat  that  adjusts  to        bar  support,  just  like  the  drivers  seat. 


the  body  for  maximum  com- 


fort and  support.  Passenger 


comfort,  however,  tends  to 


take  a  back  seat. 


Not  so  in  the  Lexus  LS  400. 


Its  front  passengers  seat  is  built 


In  fact,  the  front  passengers  seat 
of  the  LS  400  is  -  you  guessed  it 
-  just  like  the  drivers  seat. 
Except  that  it's  on  the 
right-hand  side  of  the  car. 
To  accommodate  your  friends  more, 


around  the  form  of  the  human  body,  just        you'd  have  to  give  them  the  wheel.  But  you 


like  the  drivers  seat.  It  has  five  motors  to        don't  want  them  to  have  all  the  fun,  do  you? 


adjust  ten  different  ways,  just  like  the 


The  Relentless  Pursuit  Of  Perfection. 


ill  speed  laws.  For  more  information,  call  800-872-5398  (800-USA-LEXUS). 


Other  Comments 


Warfare  State 

War  not  only  has  shaped  the  mod- 
ern collectivist  state,  but  may  be  part- 
ly responsible  for  its  characteristic 
dysfunctions.  The  excessive  bureau- 
cracy  and  centralization  of  most  Eu- 
ropean welfare  states  may  derive  in 
part  from  their  origin  in  war. 

Bruce  D.  Porter, 

War  and  the  Rise  of  the  State 

Changing  the  Rules 

Chari.es  Murray  wants  America  to  go 
cold  turkey  on  welfare — eliminating  it 
completely.  The  Wall  Street  Journal 
published  a  piece  by  [conservative 
scholar]  Murray  that  may  be  the  most 
potent  op  ed  article  in  10  years. 

Illegitimacy,  Murray  wrote,  "is  the 
single  most  important  social  problem 
of  our  time,"  one  that  drives  other 
problems — crime,  drugs,  poverty, 
welfare  and  homelessness.  He  wants 
to  cut  illegitimacy  by  cutting  welfare, 
restoring  stigma  and  containing  the 
sexual  behavior  of  adolescents. 

Murray  has  had  an  explosive  im- 
pact. President  Clinton  said  in  an 
interview  that  Murray's  piece  is  "es- 
sentially right,"  though  he  questions 
eliminating  welfare  entirely. 

The  debate  on  welfare  will  now  take 
place  on  Murray's  terms,  not  Clin- 
ton's. Murray's  analysis  removes  race 
from  the  debate,  since  he  sees  whites 


and  blacks  going  through  the  same 
process.  And  it  calls  into  question  the 
sex  programs  and  condom  distribu- 
tion schemes  that  sustain  the  highly 
sexualized  youth  culture  driving  the 
illegitimacy  rate.  Welcome  to  a  new 
moment  and  a  very  different  debate. 
-John Leo,  U.S.News&World Report 

I  came  to  Washington,  D.C. 
like  prime  steak  and  after  being 
here  a  while,  I  feel  like  poor- 
grade  hamburger. 

-Dr.  M.  Joycelyn  Elders, 
U.S.  Surgeon  General, 
New  York  Times  Magazine 

Tune  Out 

The  most  simplistic  approach  to 
crime  may  be  Senator  Paul  Simon 
and  Representative  Edward  Markey's 
campaign  against  television  violence. 
The  cable  television  industry  re- 
sponded by  drafting  a  plan  for  rating 
violent  programs.  There's  also  talk  of 
a  V-chip  that  would  allow  parents  to 
block  violent  programs  by  pushing  a 
button.  Given  the  proliferation  of  vi- 
olent video  games  and  coming  inno- 
vations in  the  expanding  cyberspace 
of  entertainment  technology,  ratings 
and  V-chips  will  quickly  be  roadkill 
on  the  information  superhighway. 


The  real  way  to  end  television  vi< 
lence  is  [for]  parents  and  other  coi 
cerned  citizens  [to]  say  that  the 
aren't  going  to  watch  it.  Progran 
with  low  ratings  are  canceled.  Cab 
channels  with  few  subscribers  vanisl 

Responsible  parents  already  mak 
these  choices,  and,  as  President  Oil 
ton  put  it:  "Governments  don't  rah 
children.  Parents  do."  Rut  as  tf 
President  also  said,  too  many  chi| 
dren  lack  such  parents.  Televisio 
can't  fix  that,  and  television  won 
change  until  America  fixes  itself. 
-Frank  Rich,  New  York  Times 

Simple  Truth 

For  democracy  to  work,  politician 
have  to  keep  at  least  50%  of  the) 
promises. 

-Jude  Wanniski,  President, 
Polyconomics,  Inc. 

Getting  Off  on  Getting  Of 

There  is  little  doubt  that  John  Bob 
bitt  abused  and  tortured  his  wife 
Lorena,  and  for  that,  he  ought  to  havi 
been  convicted  of  assault  and  rape .  Bu 
her  resort  to  self-help,  to  vigilantism 
cannot  be  sanctioned  in  any  civilizec 
society  that  hopes  to  remain  so. 

This  verdict,  coming  on  the  heel 
of  the  Erik  Menendez  hung  jury  hi 
California  and  the  acquittals  on  th« 
most  serious  charges  of  Reginald 
Denny's  attackers,  suggests  tha 
America's  juries  have  enshrined  the 
cult  of  victimology.  This  is  the  Phi 
Donahue  and  Oprah  Winfreyizatior 
of  America.  Everybody  is  a  victim— 
and  to  victims,  all  is  permitted. 
-Mona  Charen,  New  York  Post 

Chilling  Thought 

Nowadays  when  a  stranger  calls  and 
says,  "May  I  speak  to  the  head  of  the 
household? "  do  v<  >u  know  what  to  say? 

If  you  haven't  held  a  coronation 
lately,  there  probably  is  no  real 
"head."  But  whoever  lets  the  ice 
cube  trays  go  the  longest  without 
ever  refilling  them,  that  is  the  per- 
son in  POWER. 
-Stephanie  Brush, 
Men:  An  Owner's  Manual  M 
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Introducing 
flat  fee  trading: 

any  stock, 
any  amount; 

any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National  Discount 
Brokers.  The  firm  founded  on  the  belief  that 
people  who  make  their  own  investment  decisions 
shouldn't  have  to  overpay  to  execute  them. 

Instead  of  commissions  that  escalate  with  the 
price  of  a  stock  or  the  number  of  shares  traded, 
we  charge  one  flat  $30  fee  for  ANY  NASDAQ 
equity  transaction.  And  the  same  $30  fee  for  up 
to  5,000  shares  of  any  listed  equity. 


*Listed  orders  in  excess  of  5.000  shares  will 
incur  an  additional  one  cent  per  share  fee  on  the 
entire  order. 

Whether  you're  trading  5.000  shares  of  IBM  or 
25,000  Intel,  our  price  is  guaranteed.  And  so  is 
your  satisfaction.  If  you  have  any  problems  with 
our  service,  tell  us.  And  your  $30  will  be 
returned.  No  hassles.  And  no  catches. 

So  call  for  your  new  account  kit  today.  National 
Discount  Brokers.  We've  redefined  discounting. 


National  Discount 

BROKERS 

Discounting  Redefined 

1-800 -4-1 -PRICE 


Mniilii  i  WSI)  .iikI  sire 


New  York  *  Los  Angeles  *  Chicago  »  Dallas  *  West  Palm  Beach 


Ml  accounts  protected  up  In  $111  milium 


You 

didn't  get 
rich  quick. 
But  you 

could  go  broke 
that  way 

offered  through  Connt  leral  Life  Insurance  Company  and  CIGNA  Associates.  Inc. 


The  late  nights.  The  lost  weekends. 
All  your  hard-earned  money.  And 
where's  it  going?  Unfortunately,  you 
may  pay  as  much  as  two  thirds  of  what 
you  have  in  estate  and  other  taxes. 
And  as  unjust  as  this  seems,  it's  just 
one  example  of  how  lack  of  planning  can  seriously  reduce  your  net  worth.  At  CIGNA 
Financial  Advisors,  we  help  people  with  high  net  worth  keep  more  of  what  they  have. 
We  develop  strategies  that  not  only  preserve  assets,  but  help  make  them  grow.  We 
provide  planning  services  and  insurance  and  investment  products  to  address  a  wide 
range  of  estate,  retirement  and  business  succession  issues.  We  believe  your  money 
should  go  lots  of  places.  Down  the  drain  isn't  one  of  them.  Contact  Edward  Berube, 
President,  CIGNA  Financial  Advisors,  Inc.,  S-303,  Hartford,  CT  06152.  203.726.6409. 


CIGNA  Financial  Advisors 

Insurance  &  Investments 
A  Business  of  Caring. 


Estate  Business       Investment       Retirement       Life  Disability       Annuities       Mutual  Asset 

Planning       Planning       Planning         Planning         Insurance       Insurance  Funds  Management 


Rockwell  has  earned  its  wings 
h  every  major  airline  on  Earth 


All  leading  commercial  carriers 
fly  with  our  Collins  avionics. 


Collins  avionics  systems  from 
Rockwell  let  airliners  communi- 
cate by  satellite.  Reduce  crew 
workload.  And  alert  pilots  to 
nearby  aircraft.  Around  the  world, 
more  than  525  airlines  rely  on  our 
avionics.  As  do  most  commercial 
and  business  aircraft  builders. 

In  fact,  all  our  successes  in 
electronics  are  driven  by  what 
we  call  a  restless  dissatisfaction 
with  the  status  quo.  Whether  it's 


becoming  number  one  in  plant 
floor  automation  in  North  America. 
Providing  the  commanding  share 
of  U.S.  military  GPS  navigation 
receivers.  Or  managing  35  million 
calls  a  day  as  a  leader  in  telephone 
switching  systems. 

Rockwell  is  a  leader  in  each  of 
its  markets.  Constantly  earning 
its  wings  with  down-to-earth 
answers  in  Electronics,  Aerospace, 
Automotive  and  Graphics. 


'1*  Rockwell 


TOM  A  TION    /  AVIONICS 


I  >  Ni    f.  ELECTRONICS    /    TELECOMMUNICATIONS    /    AEROSPACE     /    AUTOMOTIVE    /    G  RAPH IC  SYSTEMS 


Commentary 

a  events  at  home  and  abroad 


■f  Caspar  W.  Weinberger,  Chairman 


EUROPE  PRIVATIZES 


JVATIZATION  IS  the  current  watchword  across  Europe, 
spite  the  ideological  differences  of  the  various  govern - 
;nts.  As  Kip  Forbes  and  I  found  out  on  a  recent  trip, 
ance  with  its  socialist  president  cohabiting  with  a  basi- 
Jy  conservative  parliamentary  government,  Spain  with 
socialist  administration,  the  U.K.  with  a  conservative 
vernment,  and  the  usually  liberal  Dutch  all  favor  selling 
ite-owned  enterprises,  trusting  the  private  sector  to 
prove  their  performances. 

One  such  example  is  Rover  Group  Holdings,  the  80% 
areholder  of  Rover  Cars,  Britain's  last  big  auto  manu- 
:turer.  When  British  Aerospace  bought  Rover  from  the 
vernment  in  1988,  Rover  was  a  sick  patient,  but  private 
/nership  has  turned  it  around.  Recently,  German  auto- 
iker  BMW  purchased  Rover  Group;  BMW  would  not 
ve  bought  a  sick  company  for  Si. 2  billion. 
The  U.K.  under  Margaret  Thatcher  had  many  successes 
turning  sick  state-owned  enterprises  into  profitmaking 
ivate  ones.  A  study  by  the  London  Business  School  has 
own  that  private  investors — if  they  had  bought  stocks  at 
Nation  in  some  of  the  U.K.'s  biggest  companies,  such  as 
ible  &  Wireless,  British  Gas,  British  Airways  and  Rolls- 
>yce — could  have  realized  a  gain  of  32%  by  selling  after 
=  first  week.  Now  even  the  Labor  Party  is  considering 
andoning  its  historic  commitment  to  nationalization. 

A  Word  to  the  Wise 

Will  purchasers  of  the  French  government's  5 1  %  share  of 
z  industrial  company  Elf  Aquitaine  and  those  of  big 
ite-owned  holdings  in  Italy  and  Holland  fare  as  well?  On 
t  basis  of  earlier  sales  of  the  Banque  Nationale  de  Paris 
d  the  chemical  giant  Rhone-Poulenc,  the  answer  would 
tm  to  be  yes.  But  there  are  a  few  warning  signals  prudent 
/estors  would  do  well  to  heed.  Although  French  leaders 
1  us  that  privatization  is  supported  by  a  wide  consensus  of 
cialists  and  conservatives,  there  are  still  many  who  cannot 
:ept  the  idea  of  turning  government-owned  assets  over 
private  enterprise.  Thus,  in  some  cases  the  state  will  re- 
n  1 0%  to  20%  or  more  of  the  enterprise — a  possible  pre- 
ie  to  strict  government  regulation  after  privatization. 
Some  industries,  such  as  defense,  are  considered  too 
isitive  to  put  out  to  bid.  Others,  such  as  Air  France,  are 
o  union-dominated.  The  government  backed  away 
>m  a  plan  to  make  Air  France's  stock  more  attractive 
rough  cost-cutting.  It  did  so  because  the  new  owners 


would  have  had  to  make  big  staff  reductions.  The  govern- 
ment, facing  an  unemployment  rate  of  12%  and  angry 
union  voters,  would  almost  certainly  have  had  to  inter- 
vene and  stop  the  layoffs.  In  contrast,  British  sales  of 
state-owned  companies  during  the  1980s  were  extremely 
successful  because  investors  felt  that  private  ownership 
could  mean  big  productivity  increases  and,  therefore, 
bigger  profits.  They  were  right.  Today,  gains  may  not  be 
as  great  if  a  state-owned  enterprise  has  already  reduced  its 
work  force  or  if  it  is  not  allowed  to  do  so  after  being  sold. 

Then  there  is  the  problem  of  European  Union  rules 
which  say  that  nationals  in  all  member  countries  must  be 
given  an  equal  opportunity  to  buy  stock  in  EU  privatiza- 
tion sales.  This  is  part  of  a  protectionist  attitude  that 
results  in  discrimination  against  U.S.  or  other  non-Euro- 
pean Union  buyers.  In  fact,  there  is  talk  in  France  of 
limiting  non-French  buyers  of  Elf  to  20%. 

How  France  Attracts  Foreign  Investment 

Despite  all  this,  France  is  still  regarded  by  The  Econo- 
mist and  other  publications  as  the  country  producing  the 
highest  return  on  money  invested.  Both  Gerard  Longuet, 
Minister  of  Industry  and  Foreign  Trade,  and  Jean-Daniel 
Tordjman,  France's  Ambassador  for  International  Invest- 
ment, told  us  of  the  successful  effort  France  is  making  to 
attract  more  foreign  investment.  They  point  to  France's 
competitive  labor  costs  and  hospitality  to  high-tech  com- 
panies as  the  reasons  for  the  rapid  growth  of  international 
investment.  And  just  a  month  ago,  Prime  Minister 
Edouard  Balladur  announced  a  modest  program  to  stim- 
ulate growth,  to  cut  the  12%  unemployment  rate  and  to 
encourage  the  French  to  save  less  and  spend  more. 

While  it  is  always  possible  that  France  could  retreat 
from  its  current  privatization  policy,  voter  disgust  with 
the  socialist  government — evidenced  by  the  conservative 
sweep  in  last  year's  National  Assembly  election — makes 
that  seem  remote.  However,  presidential  elections  are 
coming  up  next  year  and,  although  the  president  and  the 
prime  minister  divide  power,  it  is  possible  that  if  a  socialist 
president  were  to  emerge  from  the  election,  he  might  tiy 
to  slow  down  privatization.  While  it  does  not  seem  likely 
this  will  happen,  bear  in  mind  that  Greece  chose  Andreas 
Papandreou  to  be  prime  minister  again,  even  after  the 
horrible  record  of  his  earlier  stint  in  office.  Anything  can 
happen — and  sometimes  does.  HB 
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Never  has  the  Bentley  racing  tradition  been  expressed  as  powerfully  as  in  the  new  Continental  R  coupe. 
One  turn  of  the  key  unleashes  more  power  than  ever  before,  and  a  magnitude  of  torque  that  can  only  he  described 
as  herculean.  This  incomparable  sensation  is  bolstered  by  the  security  of  free  scheduled  maintenance 0  on  all  1994 
Bentley  motor  cars  for  three years  and  unlimited  mileage.  Inspect  the  Continental  R,  the  legendary  Turbo  R  and 
the  sporting  Brooklands  at  your  authorized  Bentley  dealer.  Please  call  (800)  237-6557. 


V  K«  1 1  s-  KoyCe.Mot  or.  Cat 
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Motor  Cars  Inc.,  1 993.  The  names  "Bentley,"  "Turbo  R"  and  "Brooklands,"  ihc  badge  and 

eglstered  trademarks.  "Restrictions  apply.  Contact  an  authorized  dealer  for  details. 
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What  budget  cuts? 

Buried  in  the  Clinton  Administration's  self- 
congratulation  about  the  projected  declining 
budget  deficit  are  the  real  reasons  for  the  fall. 

The  biggest  change  since  President  Clinton 
came  into  office  in  early  1992  is  a  $103  billion 
decline  in  the  projected  cost  of  the  savings  and 
loan  bailout.  The  Administration  had  nothing 
to  do  with  this,  though  it  did  with  the  second 
biggest  change,  the  $45  billion  in  new  taxes  and 
fees  that  will  hit  in  the  1995  fiscal  year,  im- 
posed as  part  of  last  year's  budget  deal.  Less 
defensible  is  Clinton's  taking  credit  for  the 
$22  billion  decline  in  interest  charges  on  the 
national  debt,  which  is  the  result  of  the  fall  in 
interest  rates  that  actually  began  in  1982. 

Even  after  factoring  in  these  reductions,  the 
$1.55  trillion  budget  for  fiscal  1995  is  2.3%  up 
on  this  year's  total.  And  note,  even  before  any 
new  health  care  costs  are  added,  entitlements 
(Social  Security,  Medicare/Medicaid)  are 
slated  to  increase  by  $46  billion,  or  6.4%. 

Another  cut  proudly  proclaimed  by  the 
White  House  is  a  reduction  of  1 18,300  civil 
service  jobs  by  1995,  and  of  252,000  by  1999. 
History  suggests  it  will  be  a  feeble  attack  on 
government  fat.  Since  1982,  civil  service  em- 
ployment is  up  7%,  and  at  its  1992  peak  was  up 


by  no  less  than  9%. 

The  greatest  payroll  increase,  21%,  is  in  the 
Department  of  Justice  and  legislative  branches 
combined.  If  more  criminals  are  to  be  locked 
up  for  longer,  that  number  will  rise. 

Such  payroll  cuts  as  there  have  been  have 
fallen  virtually  entirely  on  nonmilitary  personnel 
working  for  the  Department  of  Defense. 
These  jobs,  already  down  by  1 5%  since  a  peak  in 
the  mid-1980s,  are  now  slated  to  decline  by  a 
further  160,000  by  1999,  versus  just  82,000 
shared  among  the  1 .2  million  in  the  rest  of  the 
civil  service. 

Meanwhile,  civil  servants'  pay  continues  to 
rise  faster  than  in  the  economy  in  general.  Gov- 
ernment workers  also  know  that  the  longer 
they  stay  at  their  jobs,  the  more  they  will  get 
from  government  buyout  packages,  especially 
in  pension  benefits.  As  a  result,  civil  service  attri- 
tion is  down,  from  a  typical  average  of  8.7%  of 
total  staff  to  2.9%  in  1993,  reports  James  King, 
director  of  the  Office  of  Personnel  Manage- 
ment. The  normal  retirement  rate  in  the  civil 
service  has  also  dropped  to  less  than  one-third 
its  historic  rate.  What  a  contrast  to  the  private 
sector,  where  severe  downsizing  continues  to 
be  the  order  of  the  day. 


Have  we  reached  0%  inflation? 


Federal  Reserve  Chairman  Alan  Greenspan 
is  concerned  enough  about  inflation  rekindling 
that  the  Fed  boosted  short-term  interest  rates 
a  notch  earlier  this  month.  Yet  business  people 
see  few  signs  of  rising  prices. 

Donald  V.  Fites,  chairman  and  chief  execu- 
tive officer  of  Caterpillar  Inc.,  for  example,  says 
that  his  nonlabor  costs  declined  by  around 
0.5%  in  1993,  and  should  decline  by  a  similar 
amount  this  year.  Moreover,  productivity  in- 
creases are  curbing  unit-labor-cost  increases. 
Gordon  Richards,  chief  economist  of  the  Na- 
tional Association  of  Manufacturers,  says  more 
than  a  cyclical  recovery  was  at  work  in  the 
fourth-quarter  5.5%  increase  in  manufacturing 
productivity.  There  is  also  increasing  evidence 
that  the  Consumer  Price  Index  overstates  infla- 
tion. The  CPI  increase  for  1993  was  2.7%,  but 
officials  at  the  Bureau  of  Labor  Statistics  con- 
cede that  that  rate  is  at  least  0.7%  too  high. 

Take  into  account  the  fundamental  shifts  in 
the  economy  since  the  present  index  was  created 
in  1982  and  the  error  could  be  even  greater, 
says  Bruce  Bartlett  of  the  Alexis  de  Tocqueville 
Institution.  "We  could  be  close  to  what 
amounts  to  price  stability,"  he  says. 

There  are  several  problems  with  today's  CPI 
measurement,  says  Bartlett.  One  of  the  more 


serious:  The  CPI  inadequately  accounts  for 
people  shifting  from  high-priced  branded  goods 
to  cheaper  generics  (by  now  a  well-established 
phenomenon),  or  for  widespread  substitution 
of  cheaper  goods  (chicken  for  beef,  say)  or  for 
the  fact  that  these  days  few  consumers  shell  out 
their  hard-earned  cash  except  at  a  sale  or  at  a 
discount  store.  Thus  retail  list  prices  may  be 
going  up,  but  consumers'  actual  living  costs 
are  in  many  cases  going  down. 

An  even  bigger,  and  older,  problem  is  that 
the  index  heavily  underailows  for  quality  or  per- 
formance improvements.  Classic  example:  A 
1994  computer  purchased  for  $2,000  is  com- 
pared for  CPI  purposes  with  a  computer  pur- 
chased in  1990  for  $1,500,  even  though  the  cost 
of  computing  power  has  dropped  enormously 
in  the  past  four  years.  The  same  problem  exists 
with  many  other  items,  such  as  cars  or  washing 
machines. 

As  the  Fed's  recent  action  on  interest  rates 
shows,  this  is  no  mere  storm  in  economists' 
teacups.  Overcounting  the  CPI  costs  the  na- 
tion in  many  ways.  Not  least,  it  adds  to  the 
budget  deficit  by  tipping  the  cost  of  living 
adjustment  to  Social  Security  payments.  The  BLS 
is  working  on  a  major  revision  of  the  Index, 
but  it  will  not  take  full  effect  until  1998.  wm 
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THE  FORBES  INDEX 

BY  ROBERT  ROSENSTEIN 
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"Jobs  and  wages  arc  what  drive  consumer  confidence, 
says  Ken  Goldstein,  an  economist  at  the  New  York-basec 
Conference  Board.  In  January  the  Board's  Consume 
Confidence  Index  rose  4.3%,  to  83.2,  its  highest  level  sin© 
September  1990.  In  the  two  months  ending  in  Decembe 
wages  and  salaries  grew  taster  than  consumer  spending 
Although  only  69,000  new  jobs  were  created  in  January 
Goldstein  says  that  this  was  an  anomaly  and  that  he 
expects  a  healthy  jump  in  new  jobs  and  in  the  Consume 
Confidence  Index  in  the  months  ahead. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  8ank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

12.1% 

Index  of  leading  indicators  Dec  vs  Nov 

Dept  of  Commerce 

0.7% 

Trade  balance  12  months  ended  Nov  1993 

Dept  of  Commerce 

-$106  bi 

All-commodity  producer  price  index  Dec  vs  Nov2 

Dept  of  Labor 

-0.4% 

GDP  4th  quarter  vs  3rd — annualized  growth 

Dept  of  Commerce 

5.9% 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

2.4% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  1/30/94, 2  Wholesale  goods.  1  Includes  Ml 
(public  currency  arid  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  '1987=100) 
seasonally  adjusted  (Federal  Reserve) 


400 


370 


340 


310 


New  unemployment  claims  overage  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Retail  sales  (Sbilhons). 

seasonally  adjusted  'Dept  of  Commerce) 


Inventories    •   New  orders 
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Manufacturers'  new  orders  and  inventories 

($bil!ions).  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  (Sbilhons)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  (Sbilhons)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Your  ears  will  tell  you.  Your  eyes  will  show  you.  Your  mouth 
confirms  the  assessment.  In  Connoisseur  Class*  contentmenl 
reaches  a  crescendo. 

Your  seat,  deep  and  wide,  surrounds  you.  The  CD 
audio  sings.  Godiva  chocolate  tempts  you.  You're  flying  int 
the  state  of  total  relaxation. 

Connoisseur  Class  is  international  business  travel 
levated  to  its  highest  form  of  civility. 

Come  fly  the  airline  that's  uniting  the  world.  Come  fly 
e  friendly  skies.  ^ 


e  mendly  skies. 

W 

United  Airlines 


Best-in-Class  Passenger /  Cargo  Room       4x4  Touch-Drive 
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USED  TO  MEAN 


FOUR  GAMP 


STOOLS 


AND  A  ROCK. 


FIND     YOURSELF  IN 


AN     EXPLORER  LIMITE1 

The  world's  too  big  to  he  lejt  unexplort 


HR  Roadside  Assistance* 


4-Wheel  ABS 


Luxury  Leather  Seating  Surfaces 


Encyclopaedia  Britannica  should  have  embraced  the  new  multimedia 
computer  technology.  Instead,  it  listened  to  its  salespeople 
and  watched  its  profits  dry  up  overnight. 

CD  -ROM's  I 

first  big  victin 


By  Gary  Samuels 

How  LONG  does  it  take  a  new  com- 
puter technology  to  wreck  a  200- 
year-old  publishing  company  with 
sales  of  $650  million  and  a  brand 
name  recognized  all  over  the  world? 
Not  very  long  at  all. 

There  is  no  clearer,  or  sadder,  ex- 
ample of  this  than  how  the  august 
Encyclopaedia  Britannica  Inc.  has 
been  brought  low  by  CD-ROM  tech- 
nology. Four  years  ago  the  compact 
disk  was  a  rarity  in  American  homes. 


Now  CD  ROM  players  are  growing  the 
way  videocassette  recorders  grew  in 
the  1980s.  By  the  end  of  the  most 
recent  Christmas  season,  the  installed 
base  of  computer  CD  drives  in  U.S. 
homes  had  climbed  to  7  million.  By 
the  end  of  this  year  the  count  could 
top  16  million. 

As  the  hardware  base  grows,  so 
grows  the  demand  for  software.  A 
great  many  of  the  families  that  have 
CD  players  now  own  a  CD  encyclope- 


dia. Three  are  big  sellers:  Compton's. 
Grolier's and  Encarta,  a  product  from 
Microsoft  based  on  Funk  &  Wagnalh 
New  Encyclopedia. 

Encyclopaedia  Britannica?  It  is  not 
available  in  a  home  multimedia  veri 
sion,  and  probably  won't  be  for  years 
to  come. 

It's  not  hard  to  see  why  parents 
would  rather  give  their  children  a  CD 
encyclopedia  than  a  printed  one.  The 
CD  versions  are  either  given  away  with 
the  computer  or  are  sold  separately 
for  $99  to  $395,  and  take  up  no  shelfj 
space.  The  Britannica  books  cost  ai 
minimum  of  $1,500,  weigh  118 
pounds  and  take  4V2  feet  of  shelf. 
True,  the  Britannica  has  more  words,, 
but  it's  also  less  fun.  It  doesn't  talk, 
display  moving  pictures  or  play  music, 
as  the  encyclopedias-on-disks  do. 
Click  the  mouse  on  the  Microsoft 
Encarta's  entry  for  "Verdi"  a  few 
times,  and  you  can  hear  soprano 
Monika  Krause  singing  30  seconds  of 
"Sempre  Libera"  from  La  Traviata. 

There's  no  question  that  CD-ROM 
competitors  are  hurting  Encyclopae- 
dia Britannica  badly.  As  recently  as 
1990,  the  Britannica  corporation, 
owned  by  a  charitable  foundation, 
earned  more  than  $40  million  after- 
tax, according  to  former  executives, 
on  sales  of  $650  million.  But  the  next 
year  the  business  lost  $12  million,  says 
the  foundation's  tax  report.  For  1992 


Sears,  the  adman  and  the  university 


Encyclopaedia  Britannica 
Inc.  has  had  many  owners, 
from  founder  William 
Smellie  of  Edinburgh  (shown 
in  the  framed  portrait)  to 
Sears,  Roe 
buck& 
Co.  Sears 
gave  the 


Gun,*. 


firm  to  the  University  of  Chicago  in  1943. 
The  university  immediately  sold  it  to  William 
Benton  (left),  retaining  a  3%  royalty  on  sales 
Good  move.  Benton,  cofounderof  the  Benton  & 
Bowles  advertising  agency,  knew  how  to  sell. 
That  royalty  has  brought  in  roughly  $100  million, 
making  Britannica  the  biggest  supporter  of  the 
school  that  brought  the  world  V.  :  >n  Friedman 
and  Reaganomics. 
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Click  here  for  multimedia 


Bntannica  saw  cd-rom  technology  coming 
and  didn't  like  what  it  saw.  It  relegated 
multimedia  to  its  third-tier  Compton's 
brand.  Last  year,  strapped  for  cash, 
Britannica  sold  fast-growing  Compton's. 


hcYc,nCTlve 


e  foundation  reported  that  the  busi- 
ss  again  lost  money,  but  it  was  too 
ibarrassed  to  say  how  much.  Its 
'93  tax  return  is  not  yet  on  tile. 
The  Britanniea's  sales  force  has 
llapsed.  Two  years  ago  it  included 
300  active  sales  representatives  in 
e  U.S.  and  Canada,  mostly  inde- 
ndent  contractors  who  sold  the  en- 
clopedia  in  people's  homes  for  a 
100  commission.  The  count  has 
ice  shriveled  to  fewer  than  1,100, 
cording  to  a  knowledgeable  insider. 
How  did  this  grand  brand  name 
lk  so  low?  Britanniea's  managers 
iv  the  new  CD-ROM  technology 
ming  their  way,  and  even  exped- 
ited with  it  for  a  time.  Years  ago 
itannica  had  bought  the  publisher 

Compton  \  to  round  out  its  line 
th  a  low-end  product.  When  the 
mpact  disk  came  along  in  the  mid- 
'80s,  Britannica  invested  in  the 
rhnology  but  limited  development 
the  Compton's  operation. 
Introduced  in  1989,  the  interactive 
rsion  of  Compton's  was  an  instant 
t.  By  the  end  of  1990  Britannica 
es  had  begun  to  plunge.  Desperate 
r  cash,  Encyclopaedia  Britannica 
Id  the  Compton's  division  last  year 

Chicago's  Tribune  Co.  for  $57 
illion. 

In  another  incredible  commercial 
under,  Britannica  apparently  agreed 
a  clause  promising  Tribune  Co.  not 


to  put  out  a  competing  multimedia 
version  of  Encyclopaedia  Britannica 
for  two  years. 

How  could  Britannica  have  mis- 
read the  market  so  badly?  Several 
former  executives  who  recently  left 
the  company  say  Britannica  didn't 
want  to  risk  offending  its  powerful 
sales  force.  These  people  knew  that 
even  if  the  folks  they  called  on  had  a 
CD-ROM  player,  it  was  unlikely  they'd 
fork  over  $1,500  for  something  that 
looked  like  a  music  album.  On  CD 
ROM,  Britannica  could  have  been 
priced  much  lower  than  the  paper 
version.  But  the  lower  the  price,  the 
lower  the  selling  commissions. 

Britanniea's  top  executives  are  Pe- 
ter Norton,  a  British-born  64-year- 
old  former  Royal  Navy  officer,  and 
Joseph  Esposito,  42,  former  head  of 
Britanniea's  well-run  Merriam-Web- 
ster  dictionary  operation.  They  con- 
template strategy  from  Britannica 
Centre,  a  comfortable  old  ivory  tower 
on  Chicago's  Michigan  Avenue, 
What  is  their  strategy?  They're  keep- 
ing mum. 

By  letting  its  established  sales  force 
divert  it  from  embracing  a  new  tech- 
nology, Britannica  was  unwittingly 
following  in  the  footsteps  of  other 
fallen  giants.  In  the  1980s  IBM's  pow- 
erful mainframe  sales  force  blinded 
the  company  to  the  potential  of  the 
microprocessor.  They  didn't  want 


their  lucrative  franchise  jeopardized. 
The  IBM  tragedy,  in  turn,  was  a  replay 
of  Western  Union  Co.'s  demise.  A 
little  over  a  century  ago,  the  once 
great  communications  concern  sent  a 
young  inventor  packing  when  he  of- 
fered to  sell  it  his  patents  for  the 
telephone.  Telephone?  Why,  that 
would  jeopardize  Western  Union's 
huge  investment  in  telegraph  equip- 
ment. And  so  Alexander  Graham  Bell 
took  his  patents  elsewhere. 

First  published  225  years  ago  in 
Edinburgh,  Scotland,  Britannica 
wasn't  much  of  a  business  until  1943, 
when  it  fell  into  the  hands  of  master 
salesman  William  Benton  (who  co- 
founded  the  Benton  &  Bowles  adver- 
tising agency).  Benton  gave  the  Uni- 
versity of  Chicago  a  3%  royalty  on 
sales  for  its  imprimatur  and  editorial 
help.  When  he  died  in  1974,  he  left 
the  business  to  the  William  Benton 
Foundation.  The  university  is  the 
foundation's  sole  beneficiary. 

Ever  since  Benton's  acquisition, 
the  company  has  been  a  curious  blend 
of  erudition  and  the  kind  of  huckster- 
ism  you'd  expect  from  a  vinyl-siding 
salesman.  Before  a  crackdown  in  the 
1970s  by  the  Federal  Trade  Commis- 
sion, Britannica  salesmen  frequently 
made  up  stories  about  free  vacation 
certificates  and  market  research  to  get 
their  foot  in  the  door.  How  bizarre 
that  the  product  they  were  selling 
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Britannica 


Encyclopedias  are  sold,  compact  disks  are  bought 


Britannica  still  gets  all  its  sales 
from  full-time  door-to-door 
salesmen,  who  have  to  hard-sell 
$1,500  item.  Alternative:  buy 
Warren  Buffett's  World  Book  on 
compact  disk  for  $395.  Or  skip  the 


is 


salesman  altogether.  Go  to  a 
software  store  and  take  a  $99 
Encarta  disk  from  digital 
publisher  Bill  Gates. 


?  contains  a  15-page  essay  on  topologi- 
i  cal  groups  that  is  probably  incompre- 
[  hensible  even  to  many  professional 
;  mathematicians. 

The  contrast  is  epitomized  by  Bri- 
tannica's  most  famous  partisan,  Mor- 
]  timer  J.  Adler.  Adler,  now  90,  the 
prolific  author  and  distinguished  pro- 
fessor of  philosophy,  along  with  Ben- 
ton came  up  with  the  idea  for  a  "syn- 
topicon"  of  the  102  great  ideas  of 
human  thought.  In  1952  Adler  ran 
over  his  $1  million  budget  and  Ben- 
ton threatened  to  cut  the  project 
short.  His  back  to  the  wall,  Adler  hit 
the  road,  personally  selling  subscrip- 
tions to  a  special  "Patron's  Edition" 
of  Britannica's  Great  Books  of  the  West- 
ern World  series,  to  which  the  Syntopi- 
con  would  be  the  guide.  He  went  over 
the  top  late  one  Friday  afternoon  with 
one  business  executive  who  was  so 
desperate  to  take  off  for  the  weekend 
that  he  bought  45  sets  of  books  20 
minutes  into  Adler's  spiel. 

Like  the  real  estate  hustlers  in  Da- 
vid Mamet's  play  Glengarry  Glen 
Ross,  Britannica's  salesmen  must  buy 
their  sales  leads  from  the  company, 
which  it  gets  by  such  means  as  run- 
ning commercials  on  the  Bozo  TV 
show.  The  salespeople  visit  prospects 
in  their  homes  at  night,  hoping  to  hit 
you  when  you're  half  asleep.  But 
when  a  salesman  calls,  don't  ask  for 
the  price.  Extracting  a  straight  answer 


to  that  question  is  as  difficult  as  ex- 
tracting an  income  statement  from 
Britannica. 

Moving  to  CD-ROM  would  have  re- 
quired Britannica  to  radically  change 
its  hard-sell  sales  organization.  As  it  is, 
Britannica's  sales  force  has  had  to  look 
for  less  affluent  marks,  often  people 
who  have  just  enough  cash  for  a  de- 
posit. Eighty-five  percent  of  Britan- 
nica sales  are  on  the  installment  plan, 
at  high  interest  rates.  As  defaults  by 
buyers  have  skyrocketed,  Britannica 
and  its  bankers  have  been  left  holding 
worthless  paper. 

While  Britannica  and  its  sales  force 
were  hoping  CD-ROMs  would  go  away, 
smarter  publishers  saw  the  opportuni- 
ties in  multimedia.  World  Book  Inc., 
owned  by  Warren  Buffett's  Berkshire 
Hathaway,  began  inching  toward 
electronics  in  1989,  just  before  sales 
of  its  $700  print  set  started  to  sag.  The 
text- and- graphics  version  of  World 
Book  on  CD-ROM,  available  in  April, 
runs  $395  ( $99  if  you  buy  the  disk  as  a 
supplement  to  the  books).  Unlike 
Britannica,  World  Book  never  lost 
money  when  its  sales  went  down. 
Between  1990  and  1992,  sales  sank 
28%,  but  operating  profit  before  taxes 
dipped  only  11%. 

Microsoft's  William  Gates  was  even 
quicker  than  his  friend  Buffett  to  see 
the  potential  of  harnessing  a  brand- 
name  encyclopedia  to  cd  rom.  In 


1989  Gates  licensed  the  text  from 
Funk  &  Wagnalls'  $150,  29-booM 
print  encyclopedia,  which  is  sold 
through  supermarkets.  But  the  wordsj 
were  only  the  starting  point.  Since 
1988,  Microsoft  has  invested  heavily] 
in  the  electronic  version,  building  a 
staff  of  25  editors  who  have  upgraded 
the  Funk  &  Wagnalls  text  by  adding 
sound,  graphics,  video  and  in  many 
cases,  rewriting  the  words. 

It's  a  tough  act  to  follow.  BritannM 
ca\  44  million  words  could  be 
crammed  onto  two  CD-ROM  disks,! 
and,  indeed,  are  for  lease  to  corporate 
research  departments.  As  this  article 
neared  publication  Norton  and  Espo- 
sito  announced  with  great  fanfare  that 
Britannica  will  soon  be  available  to 
university  students  and  faculty  via  the 
Internet.  But  the  on-line  service  is  for 
text,  not  sound  and  video,  and  it 
probably  won't  do  much  to  replace 
lost  revenue.  In  the  interactive  media 
age,  aspiring  middle-class  families, 
Britannica's  best  potential  custom- 
ers, want  the  latest  features  that  tech- 
nology can  deliver. 

Says  a  Britannica  executive  who 
recently  quit  the  company:  "A  friend 
told  me  six  months  ago,  and  it's  still 
ringing  in  my  head:  'It  isn't  a  pitch 
anymore,  it's  an  argument.'  " 

All  of  Britannica's  bungling  comes 
as  bad  news  to  the  University  of  Chi- 
cago. In  the  past  the  William  Benton 
Foundation  and  the  university  used  to 
brag  about  the  royalties  that  had 
poured  into  the  university  from  the 
encyclopedia  over  the  past  half-centu- 
ry— around  $100  million,  cumu- 
latively. Neither  the  university  nor 
Britannica  will  comment  on  rumors 
that  royalty  payments  have  been  sus- 
pended. A  broadcast  journalism  fel- 
lowship program  at  the  school  that 
used  to  be  funded  from  Britannica 
dividends  to  the  foundation  will  be 
suspended  in  June. 

"Is  Encyclopaedia  Britannica  a 
dinosaur?"  asks  Kenneth  Kister,  au- 
thor of  Kister s  Concise  Guide  to  Best 
Encyclopedias.  "It  might  be,  and  it 
would  grieve  me  mightily." 

The  best  hope  now  for  the  Britan- 
nica: Sell  it  to  Buffett,  Gates  or  some 
other  smart  business  person  who  un- 
derstands that  even  the  strongest 
franchises  will  wither  unless  they  keep 
up  with  the  times,  no  matter  what  the 
salespeople  say.  Bi 
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i  their  race  to  link  U.S.  households  into  a  fiber-optic 
rid,  the  cable  and  telephone  companies  have  some  new 
ompetitors:  the  electric  utilities. 

rhree  on  a  pole 


y  Manjeet  Kripalani 

/ITHOUT  fanfare,  several  electric 
tilities  have  quietly  been  developing 
ber-optic  networks.  Take  Baltimore 
as  &  Electric.  In  1986  bg&e  began 
[Stalling  230  miles  of  fiber-optic  ca- 
le,  at  a  cost  of  $5.8  million,  to 
mnect  its  corporate  offices  to  30  of 
s  main  power  sites  and  offices  in  and 
ound  Baltimore.  The  utility  in- 
alled  its  fiber  economically  by  plac- 
ig  the  fiber  inside  the  existing 
xaind  wires. 

Does  BG&E  want  to  compete  with 
le  cable  and  telephone  companies 
lat  are  installing  fiber?  Directly,  no. 
idirectly,  it  already  is  competing 
gainst  the  local  phone  company. 
j&e  required  just  a  fraction  of  the 
lormous  capacity  of  the  fiber-optic 
ible  it  installed  to  carry  data  and 
Lternal  phone  lines.  So  rather  than  let 
le  excess  capacity  sit  unused,  in  1 99 1 
3&E  leased  it  to  others,  including  a 
lajor  long  distance  carrier,  that 
anted  to  bypass  their  local  telephone 
>mpanies. 

Baltimore  Gas  isn't  alone.  Bigger 
Dwer  companies,  like  Southern  Co., 
:e  Corp.  and  Entergy  Corp.,  have 
vcr  the  years  installed  hundreds  of 
dies  of  fiber-optic  cable  as  they  con- 
)lidated  their  operations.  All  told, 
le  utilities  have  laid  some  10,000 
dies  of  fiber-optic  cable.  That's  not 
iuch  compared  with  the  45,000 
dies  of  fiber  the  cable  companies 
dw  have  in  place,  and  at  least  50,000 
dies  of  telephone  lines.  But  several 
dlities  have  big  fiber-laying  plans  (see 
ible). 

With  the  cable  and  telephone  com- 
mies spending  hundreds  of  billions 
f  dollars  to  create  a  nationwide  fiber 
rid,  why  would  the  electric  compa- 
ies  want  to  spend  tens  of  billions 
lore  to  triplicate  the  effort?  Answer: 
)  increase  their  profitability  by  cut- 
ng  costs. 


Through  an  interactive  fiber  net- 
work utilities  can  enable  consumers  to 
use  power  more  efficiently,  and  can 
bill  the  customers  remotely,  without 
sending  out  meter  readers.  The  Edi- 
son Electric  Institute  expects  that 
through  conservation  alone,  up  to  $9 


billion  of  savings  can  be  gleaned  an- 
nually by  2000. 

Euel  Wade,  Southern  Co.  senior 
vice  president,  says  that  establishing 
fiber-optic  links  to  customers  will  be 
the  "bread  and  butter  [for  utilities]  to 
remain  competitive."  That's  because 
in  an  era  of  low  (2%  per  annum) 
growth,  controlling  costs  is  critical. 

Most  of  the  utilities  are  installing 
composite  cable  with  fiber  optics  at 
the  core  of  the  ground  wire.  To  con- 
nect individual  households  to  these 
trunk  lines — "the  drop,"  in  industry 
parlance — the  utilities  might  find  it 
much  cheaper  to  lease  space  on  a  cable 
or  telephone  company's  existing 
drop.  But  there's  no  guarantee  the 
cable  or  telephone  company  would 
agree,  so  the  utilities  are  holding  open 
the  option  of  stringing  their  own  fiber 
to  homes. 

The  utilities  don't  want  to  offer 


The  accidental  highway 


Company 

Revenues 

Miles 

Year 

Installment 

Additional 

($bil) 

installed 

installed 

cost 

miles 

($mil) 

planned 

Scana  Corp 

$1.2 

1,800 

1985 

$72 

3,300 

Southern  Co 

8.5 

1,600 

1986 

90 

600 

Entergy  Corp 

4.5 

700 

1989 

30 

700 

SCEcorp 

7.8 

650 

1982 

16 

850 

American  Electric  Power 

5.1 

350 

1984 

16 

500 

Duke  Power 

4.0 

340 

1984 

12 

60 

General  Public  Utilities 

3.6 

330 

1991 

20 

110 

Baltimore  Gas  &  Electric 

2.7 

230 

1986 

5.8 

50 

Houston  Industries 

4.3 

220 

1987 

9 

NA 

Public  Service  Co  of  Colorado 

2.0 

150 

1985 

6* 

450 

*Forbes  estimate.   NA:  Not  available. 

Most  of  the  electric  utilities  listed  above  wound  up 
on  the  information  superhighway  by  serendipity.  But  Scana  Corp. 
is  far  more  aggressive.  It  has  a  subsidiary,  MPX  Systems, 
just  to  build  fiber-optic  lines  for  lease. 
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rility  superhighway 


Last  year  pundits  said  videogame  maker  Sega 
Enterprises  could  do  no  wrong.  The  optimists 
were  wrong.  Now  the  pessimists  are  wrong. 

Virtual  Disney 


video  programming  and  voice  ser- 
vices, but  they  are  likely  to  lease  their 
unused  liber  capacity  to  competing 
cable  or  telephone  companies,  as 
BG&E  has  already  done.  For  example, 
using  leased  lines  from  Consolidated 
Edison — when  Con  Ed  goes  more  to 
fiber — TCI  could  offer  an  alternative 
cable  service  to  Time  Warner's  sys- 
tems in  Manhattan. 

Ray  Miller  uses  utility  fiber  for  his 
<  able  TV  system.  I  lis  Ray  Miller  Enter 
puses  m  Burnsville,  N.C.  has  some 
L0,000  subscribers  and  leases  30 
miles  of  fiber  from  the  regional  power 
and  phone  companies.  "I  would  be 
receptive  to  leasing  from  the  big  cable 
C(  >mpanies  in  our  area,  but  they  \\  <  >n'l 
w  ant  it  because  w  e  would  be  compel 
ing,"  says  Miller. 

The  cable  companies  act  as  if 
they're  not  very  worried  about  the 
utilities.  "I  don't  think  their  [the 
utilities'  |  communications  arc  so  cril 
ical  in  nature  that  they  should  risk 
enormous  resources  to  own  and  con- 
trol |  fiber  |,"  says  John  Bringenberg, 
T(  t's  director  of  business  develop- 
ment. "To  earn  money,"  he  con- 
tends, "they  have  to  derive  business 
that  two  other  industries  are  already 
competing  for." 

But  before  the  big  cable  companies 
dismiss  the  utilities'  threat,  they 
might  check  out  what's  happened  in 
rural  Glasgow,  Ky.  (pop.  13,000). 
Glasgow  had  a  monopoly  cable  oper 
ator  owned  by  Scripps  Howard.  Bui 
in  1988  the  town's  local  municipal 
utility, the  Electric  Plant  Hoard, set  up 
a  competing  cable  business.  "We  de- 
cided w  e  wanted  to  build  the  informa- 
tion superhighway  in  Glasgow,"  savs 
William  Ray,  I  PB's  general  manager. 
"We  wanted  to  read  meters  remotely, 
exchange  data  with  our  customers, 
and  provide  a  competitive  cable  rv 
service  f  rom  Scripps  Howard  because 
people  were  unhappy." 

Since  the  utility  launched  its  com 
peting  cable  service  in  1989,  Scripps 
!  [oward's  local  system  has  lost  some 
30%  of  its  subscriber  base  in  Glasgow. 
"And  now,"  says  Ray,  "we  hope  to 
provide  a  telephone  service  competi- 
tive with  GTE." 

This  is  a  small,  isolated  example. 
But  communications  technologies 
are  changing  so  fast  that  others  will 
doubtless  figure  out  a  way  to  utilize 
rhe  utilities"  excess  fiber.  HB 


By  Gale  Eisenstodt 

I  \s  i  \  EAR  Sega  Enterprises  was  hailed 
by  Tokyo  stockbrokers  and  the  U.S. 
press  as  one  of  the  few  Japanese  com 
panics  able  to  buck  the  recession.  But 
recork  the  champagne.  1'hings  have 
taken  a  gloomy  turn  at  the  videogame 
manufacturer. 

In  early  February  Nomura  Re- 
search Institute  issued  a  report  fore- 
casting that  Sega's  net  earnings  for 
the  fiscal  year  ending  in  March  will  be 
down  by  80%,  and  that  revenues  will 
drop  by  8%  to  $3.5  billion.  In  a 
recent  interview  w  ith  FORBES,  Hayao 
Nakayama,  Sega's  charismatic  and 
energetic  president,  conceded  that 
Nomura  is  not  too  far  off  the  mark. 
He  began  his  annual  New  Year's 

Hayao  Nakayama 
president  of 
Sega  Enterprises 
Unlike  a  lot  of 
other  Japanese 
companies  that 
have  skidded, 
Sega  doesn't 
have  its  head 
in  the  sand. 


speech,  delivered  at  the  posh  Hotel 
( )kura  in  Tokyo,  with  a  "declaration 
of  defeat." 

What  happened?  In  its  successful 
bid  to  grab  market  share  from  Nin- 
tendo in  the  U.S.,  Sega  spent  heavily 
on  promotion  and  discounted  its 
products.  Analysts  now  say  Sega's 
U.S.  subsidiary  is  barely  breaking 
even.  Sega's  European  operations  are 
in  the  red. 

There  are  other  problems.  The 
market  for  the  current  generation  of 
16-bit  game  machines  is  peaking;  the 
growth  in  the  lucrative  arcade  busi- 
ness has  also  topped  out.  The  high 
yen  is  adding  to  Sega's  woes.  Since 
September  Sega's  stock  has  fallen  by 
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rarly  35%  to  a  recent  $70  a  share. 
But  just  as  Sega  wasn't  doing  as  well 
many  people  had  thought  last  year, 
*  it  now  is  doing  better  than  many 
:ople  think.  One  of  the  biggest  rea- 
ns  fast-growing  startup  firms  in  Ja 
in  fizzle  is  that  Japan's  lifetime  cm 
pyment  system  makes  it  difficult  to 
cruit  good  top  managerial  talent. 
:ga  President  Nakayama  is  boldly 
caking  this  mold. 

An  aggressive  headhunter,  Na- 
yama  has  lured  top  executives  from 
5road  range  of  fields  with  the  exper 
e  to  guide  Sega  as  it  develops  in- 
easingly  complex  products — 32 -bit 
me  machines,  high-tech  theme 
rks  and  cable  TV  ventures.  The  new 
emits  are  also  expected  to  help  man- 
;e  deals  with  Sega's  growing  list  of 
ternational  partners,  including  Mi 
3soft,  Time  Warner  and  AT&T. 
Nakayama's  biggest  catch:  Shoi- 
iro  Irimajiri,  54,  who  was  in  line  to 
president  of  Honda  Motor  Co. 
itween  1984  and  1988  Irimajiri  was 
ad  of  Honda  of  America,  where  he 
lyed  a  key  role  in  turning  the  Japa- 
se  automaker  into  a  success  in  the 
.S.  market. 

Irimajiri,  who  signed  on  last  June  as 


Ex-Honda  man 
Shoichiro  Irimajiri 
"In  the  video- 
game business,  if 
you  stop  moving, 
you  will  fail." 


executive  vice  president  at  Sega,  is 
now  a  candidate  to  succeed  Na- 
kayama. His  role  is  to  help  Sega  make 
the  transition  from  being  an  entrepre- 
neurial "one  man''''  show  featuring 
Nakayama  to  a  company  with  a  more 
mature  organizational  structure. 
"The  biggest  challenge  is  to  maintain 
Sega's  current  creative,  flexible  at- 
mosphere," says  Irimajiri. 

Koichi  Hori,  of  the  Boston  Con- 
sulting Group  in  Tokyo,  argues  that 
in  a  slower  growth  environment,  Jap- 
anese companies  will  need  a  constant 
How  of  new  people  with  fresh  ideas  to 
generate  distinctive  products.  In  this 
context,  says  Hori,  Sega  is  a  "great 
experiment  in  the  early  days  of  a  more 
mobile  Japanese  white  collar  work 
force." 

Nakayama  and  Irimajiri  have  high 
hopes  for  "virtual  reality"  high-tech 
theme  parks.  Sega  was  a  pioneer  in 
turning  seedy  arcade  halls  into  fancy 
amusement  centers  in  Japan.  But  that 
business  has  become  fiercely  competi- 
tive. "We  need  to  create  a  whole  new 
market,"  declares  Nakayama.  Says  Iri- 
majiri: "We  want  to  use  technology  to 
provide  the  quality  and  thrills  of  Dis- 
neyland in  a  small  space." 

Sega's  first  high-tech  park  will  open 
in  Japan  this  summer.  All  the  rides  will 
be  interactive.  For  one  ride  32  players 
will  divide  up  into  four  space  capsules 
and  engage  in  a  battle  while  racing 
back  to  their  home  base.  Special  head 
mount  displays  allow  players  to  view 
the  drama  surrounding  their  capsule 
from  all  sides — tilt  your  head  forward 
and  you  can  see  the  skyscrapers  as- 


cending from  the  planet  beneath  your 
feet,  twist  your  head  to  the  side  to  see 
an  enemy  approaching  from  the  rear. 

Total  investment  for  the  high  tech 
park  will  be  about  $63  million,  far 
more  than  the  $4  million  to  $10 
million  spent  on  a  standard  video- 
game arcade.  Sega  expects  visitors  to 
spend  roughly  $30  a  day  at  its  theme 
park,  versus  the  $80  typically  shelled 
out  at  Tokyo  Disneyland.  Sega  is  in 
talks  with  Time  Warner  and  Matsu- 
shita Electric's  mca  about  opening 
virtual  reality  parks  in  the  U.S.  Nomu- 
ra Research  figures  that  by  1997  Sega 
will  derive  nearly  40%  of  its  revenues 
from  the  operation  of  amusement 
facilities  and  the  sale  of  high-tech 
arcade  equipment.  Today  the  ratio  is 
around  28%. 

But  it  is  in  the  home  videogame 
business,  where  its  next  generation  of 
32-bit  players  are  due  out  later  this 
year,  that  Sega  faces  its  toughest  chal- 
lenge. This  time  Sega's  biggest  foe  is 
likely  to  be  Sony,  not  Nintendo,  which 
won't  have  its  advanced  machine  out 
until  September  1995.  Says  Kaori  Ha- 
segawa,  an  analyst  at  Salomon  Broth- 
ers in  Tokyo  who  believes  Sega's  fu- 
ture is  bright:  "Sega  is  extremely  well 
managed.  They  have  a  very  clear  strate- 
gy for  the  future."  In  contrast,  she 
expects  that  Nintendo's  revenues  will 
shrink  by  25%  by  March  1995. 

"In  the  videogame  business,  if  you 
stop  moving,  you  will  fail,"  observes 
ex-Honda  man  Irimajiri.  Linlike  a  lot 
of  other  Japanese  companies  that 
have  recently  skidded,  Sega  doesn't 
have  its  head  in  the  sand.  H 
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The  Japanese  are  frightened  by  Chrysler's  little  Neon, 
but  just  wait  until  this  fall,  when  Detroit  takes  aim 
at  the  heart  of  their  market. 

Early  warnings 


By  Jerry  Flint 

In  Japan  they've  been  calling  Chrys- 
ler's little  Neon,  which  is  just  going 
on  sale  here,  a  "Japan  car  killer."  The 
Neon  actually  won't  do  much  dam- 
age; it's  just  one  car  at  the  low  end  of 
the  American  market. 

But  the  Neon  is  just  Detroit's  first 
bullet.  By  this  fall  Detroit's  big  three 
will  be  firing  a  half-dozen  cars  aimed 
at  the  core  of  the  Japanese  market  in 
America — the  midsize,  midpriced 
cars,  $16,000  to  $20,000,  like  Hon- 
da's Accord  and  Toyota's  Camry.  Six 
Japanese  carmakers  sold  1  million  cars 
of  this  size  in  the  U.S.  last  year,  out  of 
a  total  2.5  million. 

Go  to  the  car  shows  and  you'll  see 
the  lineup:  Chrysler's  Cirrus  and 
Dodge  Stratus  and  Ford's  Contour 
and  Mercury  Mystique,  all  midsize 
cars  with  modern  multivalve  engines, 
and  probably  priced  well  under  their 
Japanese  competitors.  General  Mo- 
tors is  bringing  out  new  Cavaliers, 


which  are  smaller  than  the  new  Chrys- 
lers and  Fords,  and  new  Luminas, 
which  are  larger. 

"From  the  standpoint  of  volume 
and  potential  market  share  and  profit, 
[these  new  Detroit  models]  are  much 
more  significant  than  Neon  and  are 
aimed  at  the  heart  of  the  Japanese 
market,"  says  Maryann  Keller,  auto 
analyst  at  Furman  Selz.  "The  Neon  is 
a  shock  [because]  it  telegraphs  some- 
thing to  them.  It's  an  early  warning — 
'Oh,  my  God,  if  the  Americans  can  do 
a  little  car  this  well,  then  they  can  do 
larger  cars.'  " 

Japanese  market  share  in  the  U.S. 
has  been  dropping — 26%  in  1991, 
24%  in  1992,  23%  last  year  and  down 
to  22%  this  January.  But  share  has 
fallen  largely  because  the  Japanese 
haven't  succeeded  in  the  growth  mar- 
kets: big  pickup  trucks,  Jeep-like  utili- 
ty vehicles,  minivans.  In  ordinary  cars 
the  Japanese  manufacturers  held  29% 


of  the  U.S.  market  last  year.  But  as  thd 
new  car  models  roll  out  from  Detroi 
this  fall,  Japanese  market  share  overal 
may  well  drop  to  20%. 

In  quality  Detroit  is  getting  its  ac 
together.  Fxample:  In  its  February) 
issue  Consumer  Reports  called  Chrys- 
ler's Dodge  Intrepid  "every  bit  thd 
equal  of  the  Camry  and  Accord  in  ouj 
tests.  Even  a  smidgen  better." 

The  new  Detroit  compact  models 
probably  will  run  between  $15,00C 
and  $18,000,  while  similarh 
equipped  Japanese  cars  run  $16,00C 
to  $20,000.  A  fully  equipped  Neor 
with  a  base  1 32hp  engine  tops  out  jusl 
below  $14,000.  The  Toyota  Corolla 
is  a  competitive  car,  and  the  price  tops 
out  at  $16,300. 

Detroit  is  about  to  show  some  mus- 
cle in  the  luxury  field,  too,  where  thej 
Japanese  have  nested  a  flock  of  cars  ir| 
the  $35,000-and-up  class.  The  gm 
Oldsmobile  Aurora,  coming  this 
spring,  with  a  modern  32-valve^ 
250hp  V-8,  will  list  for  $35,000  fully! 
equipped.  The  competing  Japanese) 
cars — Honda's  Acura  Legend,  Tovo-i 
ta's  Lexus  GS  300,  Nissan's  Infinitii 
J30 — are  smaller,  less  powerful,  and 
list  for  thousands  of  dollars  more. 

The  Japanese  aren't  about  to  be 
wiped  out  in  America.  Their  reputation! 
for  quality  remains  rock  solid.  They  are) 
holding  volume  despite  losing  market 
share;  a  20%  share  of  16  million  unit) 
sales,  which  the  industry  could  hit  in 
1995  if  current  trends  continue,  is  bet- 
ter than  25%  of  12  million. 

But  the  Japanese  carmakers  aren't; 
making  money  in  America  (Forbes,| 
Dec.  20,  1993).  Shifting  more  parts 
production  here  and  building  more 
expensive  cars  here — Toyota  and 
Honda  will  start  building  $30,0001 
sedans  here  later  this  year — may  help,| 
but  they  are  in  for  a  few  tough  years,  1 

"The  world  is  changing  and  the 
Japanese  don't  have  the  organization- 
al flexibility  [to  cope  with  change]," 
says  Furman  Selz's  Keller.  For  exam-| 
pie,  Ford  and  GM  give  their  major 
subsidiaries,  such  as  Ford  and  GM  of] 
Europe,  enormous  operating  autono- 
my. The  Japanese  try  to  control  their 
U.S.  plants  tightly  from  home. 

"The  Japanese  [carmakers]  never 
expected  Americans  would  come| 
back,"  says  Keller.  Competition  is  a| 
painful  thing,  but  it  produces  great, 
results.  Si 


Mercury  Mystique, 
midsize,  midpriced, 
and  also  rolling 
by  fall 

"The  Japanese 
never  expected 
Americans  would 
come  back." 


LEFT: 

Chrysler  Cirrus, 
coming  this  fall 
Detroit  targets 
Japan's  main 
market. 
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THE  ROC  ON  TAIWAN  AS  AN 
ASIA-PACIFIC  REGIONAL  OPERATIONS 
CENTER  FOR  MULTINATIONAL 
COMPANIES-OPENING  A  NEW  SILK 
ROAD  IN  THE  2  1  ST  CENTURY 


IA 


In  ancient  times,  the  Silk  Road  carried  a  ceaseless  stream  of  merchants  and  trad- 
rs,  traveling  between  Europe  and  Asia  to  bring  economic  vitality  to  the  cities  along 
his  famed  route.  As  the  global  economy  looks  more  and  more  promising,  the  role  of 
he  Republic  of  China  on  Taiwan  along  a  "new  Silk  Road"  in  the  21st  century  is  to 
idp  lead  the  world  toward  "silken"  prosperity  in  the  years  ahead. 

Today,  the  operations  of  multinational  companies  reach  every  corner  of  the 
:lobe.  In  the  next  century,  Europe,  North  America  and  Asia  will  form  three  main 
lillars  of  the  international  economy.  Asia  already  has  become  the  fastest-growing 
egion  in  the  world.  As  they  face  the  global  competition  that  characterizes  today's 
conomic  activity,  how  can  multinational  companies  choose  the  proper  Asia-Pacific 
iase  to  serve  as  a  springboard  to  the  region's  complex  markets?  And  how  can  they 
arry  out  unified  planning  and  management  for  manufacturing,  research  and  develop- 
ment, technological  support,  marketing,  shipping,  manpower  training,  financing  and 
irofit  distribution  in  the  Asia-Pacific  region  and  the  world? 

Taking  advantage  of  its  pivotal  position  in  the  Asia-Pacific,  the  Republic  of 
rhina  on  Taiwan,  with  unparalleled  confidence  and  practical  efforts,  is  helping  multi- 
lational  companies  establish  operations  centers  aimed  at  expanding  their  penetration 
tito  the  Asia-Pacific  economic  region.  With  its  excellent  infrastructure,  fast  and  con- 
enient  transportation  and  communications,  abundant  high-quality  manpower  and 
veil-established  central-satellite  factory  systems,  Taiwan  is  the  odds-on  favorite 
hoice  location  for  multinationals  from  all  over  the  world  that  want  to  set  up  regional 
iperations  centers  in  the  Asia-Pacific. 

The  ROC  government  will  select  a  number  of  suitable  locations  in  Taiwan  for  the 
stablishment  of  "Asia-Pacific  Operations  Zones,"and  a  special  law  will  be  passed  to 
lermit  a  complete  free  flow  of  personnel,  capital  and  goods  in  and  out  of  these  zones. 
Tie  government  also  has  charged  the  Ministry  of  Economic  Affairs  with  seeking  out 
nternationally  prominent  multinational  companies  that  are  willing  to  sign  letters  of 


Yes,  I'm  interested  in  investing  in 

Taiwan,  R.O.C. 

°lease  send  me  a  free  brochure 


Name  (Company):  . 

Add: 

Tel: 


intent  to  form  strategic  alliances.  In  less  than  a  year,  letters  of  intent  have  been  signed 
with  more  than  10  major  multinationals,  including  AT&T,  GE,  Motorola,  ABB  and 
Philips.  With  the  government's  determination  to  finalize  the  alliance  relationships,  in- 
vestment activities  related  to  these  letters  of  intent  are  very  well  underway.  If  they 
could  see  the  boundless  horizons  of  the  Asia-Pacific  economic  domain  in  the  21st 
century,  even  Marco  Polo  and  the  merchants  who  traveled  the  Silk  Road  so  long  ago 
would  have  sighed  with  delight! 

For  more  information  about  setting  up  your  own  Asia-Pacific  re- 
gional operations  center  in  Taiwan,  please  contact  one  of  the  following 
organizations. 


INDUSTRIAL  DEVELOPMENT  &  INVESTMENT  CENTER  ,MOEA 
Room  B,  19F,  4  Chunghsiao  W.  Rd.,  Sec  1, Taipei  100 

Taiwan  ROT  tel 886-2- 3992111 

iaiwan,H.u.u  FAX:886.2.3820497.8 


CCNAA  Investment  and  Trade  Office  A  Division  of  Coordination  Council  for 
North  American  Affairs  Office  in  U.S.A. 

ATTN  :  Wu  Shing-Chiang,  Director  TEL:  1-212-7522340  FAX:  1-212-8263615 

Commercial  Division,  Coordination  Council  for  North  American  Affairs  Office 
in  Los  Angeles  U.S.A. 

ATTN  :  Lee  Chang -Lu  ,  Director  TEL:  1-213-3803644  FAX:  1-213-3803407 
Commercial  Division,  CCNAA  Office  in  Boston  U.S.A. 

ATTN  :Lin  Sheng  -  Chung,  Director  TEL:  1-617-7372050   FAX:  1-617-7371684 

Commercial  Division,  Coordination  Council  for  North  American  Affairs  Office 
in  Chicago  U.S.A. 

ATTN  Tseng  Leo  F.  .Director  TEL:  1-312-6160120   FAX:  1-312-6161498 


Title: 


City  /  State  /  Zip: 


Remarks: 


Today  Western— yes,  Western— Europe  faces  an 
unemployment  problem  as  severe  as  the  U.S. 
faced  in  the  Thirties. 

Les  miserables 


By  Richard  C.  Morais 

If  mass  unemployment  is  a  specter 
haunting  the  American  psyche,  in 
Western  Europe  mass  joblessness  is  a 
horrible  reality.  Here  is  the  official 
picture:  a  European  Community  un- 
employment rate  of  nearly  11%,  ex- 
pected to  hit  12%  later  this  year. 

That  will  be  almost  double  the  U.S. 
rate.  It  gets  worse.  Almost  half  of 
those  counted  in  Europe  are  long- 
term  unemployed,  people  out  of  work 
a  year  or  longer;  the  corresponding 
proportion  in  the  U.S.  is  one-seventh 
of  that. 

These,  mind  you,  are  official  num- 
bers. The  real  situation  is  much  more 
frightening.  Europe's  real  unemploy- 
ment rate  is  probably  well  into  the 
high  teens. 

You  have  to  go  back  to  the  dark 
1930s  in  the  U.S.  to  find  anything 
comparable  with  what  Europe's 
working  people  face  today. 


Twenty  years  ago  a  European  un- 
employment rate  below  the  rate  of  the 
U.S.  suddenly  began  to  rise  (see  chart, 
below).  It  ratcheted  upward  after  each 
recession.  Between  1985  and  1990 
Europe  briefly  reversed  a  30-year 
trend  by  creating  9  million  jobs.  It 
took  just  two  years  of  recession  to 
wipe  out  those  gains. 

In  the  U.S.,  with  a  smaller  popula- 
tion than  the  European  Community, 
almost  1 1  million  new  jobs  were  cre- 
ated in  those  five  years  and  not  even 
1%  of  them  were  wiped  out  in  the 
recession. 

Decades  of  persistent  unemploy- 
ment have  now  created  what  econo- 
mists call  1 'discouraged  workers" — 
legions  of  hidden  unemployed. 

"We  noticed  in  the  early  1980s 
people  disappearing  into  'inactivi- 
ty,' "  says  Andrew  Chapman,  acting 
head  of  the  Community's  employ- 
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ment  policy  unit.  "Many  large  Euro-  d 
pean  cities  are  losing  their  labor  force,  li 
These  are  the  people  who  watch  telly 
all  day  or  hang  out  on  street  corners.  I 
They  are  not  doing  anything,  literally.  « 
They  are  collecting  [state]  income,  a 
but  they're  not  registered  as  unem-  a 
ployed  because  they've  been  inactive  1 
for  so  long." 

The  existence  of  these  jobless,  both  i 
men  and  women,  became  apparent  in 
a  statistical  oddity  in  the  later  1980s,  r 
Statisticians  noted  that  when  Europe  j 
created  millions  of  new  jobs  in  the  late  r 
1980s,  the  unemployment  rate  did  1 
not  fall  as  expected:  Only  some  2.7  c 
million  of  these  9  million  new  jobs  I 
were  taken  up  by  the  "officially"  un-  ! 
employed.  The  bulk  of  the  jobs  were  ( 
sucked  up  by  this  hidden  number  of  < 
miserables. 

Then  there  is  another  group  on  the 
fringe  of  the  statistics:  "underem- 
ployed and  involuntary  part-timers." 
The  oecd  estimates  that  the  number 
of  "underemployed  and  involuntary 
part  time"  bumped  Belgium's  1991 
unemployment  rate  to  10.8%,  from 
9.3%;  Italy's  to  13.3%,  from  1 1%.  This 
is  a  problem  in  the  U.S.,  too,  but  not 
nearly  as  severe:  Counting  underem- 
ployed, the  U.S.  rate  climbed  to  7.5%, 
from  6.7%. 

Finally,  there  are  those  counted  as 


Europe's  official 
unemployment 
rate  remained 
consistently  below 
the  U.S.  rate 
for  decades. 
No  longer. 


50 


Forbes  ■  February  28,  1994 


nployed  but  not  really  working.  In 
le  1980s,  for  example,  countries  like 
ermany  and  Britain  aggressively  ex- 
mded  "training1'  programs  for  the 
ing-term  unemployed.  The  govern- 
ent  forces  the  unemployed  to  take 
jurses  for  six  months,  and  in  the 
•ocess  temporarily  removes  them 
om  the  unemployment  statistics, 
ery  convenient.  Some  of  the  govern- 
ent's  courses  are  bona  fide  attempts 
upgrading  the  unemployeds'  skills; 
at  many  serve  no  purpose  except  for 
•essing  up  the  statistics  for  the  bene- 
:  of  the  media. 

In  the  spring  of  1993,  for  example, 
39,000  of  Britain's  nonemployed 
ere  "on  government  employment 
id  training  programs."  Add  those, 
id  with  a  stroke  Britain's  spring 
=>93  unemployment  jumps  from  an 
iderstated  but  official  10.3%  to  a 
ore  realistic  1 1 .4%. 

Forbes  (Jan.  17)  reported  that 
any  U.S.  unemployed  were  seeking 
id  finding  haven  on  the  disability' 
ills.  The  situation  is  far  worse  in 
urope.  Try  Holland,  by  far  the  worst 
ise.  A  1992  study  showed  that  in  the 
te  1980s  a  quarter  of  the  Dutch 
bor  force  over  the  age  of  45  was 
Ticially  disabled  and  collecting  in- 
irance.  But  don't  think  the  wheel- 
lair,  crutch  and  Seeing  Eye  dog 
asinesses  are  booming  in  the  Neth- 
•lands.   Quite  the  contrary:  The 


Dutch  look  extraordinarily  healthy. 
The  fact  is  that  the  government  lets 
people  go  on  disability  as  a  means  of 
keeping  perfectly  fit  middle-aged 
people  off  the  labor  market.  The  au- 
thors of  the  1992  study  figured  that 
shaking  the  hidden  unemployed  out 
of  the  Netherlands'  disability  rolls 
alone  would  increase  the  official  1989 
unemployment  rate  to  a  dangerous 
16.3%,  up  from  8.3%. 

To  put  Europe's  unemployment 
problem  in  correct  perspective,  Chap- 
man in  Brussels  suggests  ignoring  the 
official  unemployment  numbers  and 
looking  instead  at  Europe's  employ- 
ment rates — the  number  in  work  rela- 
tive to  the  working  population  aged 
15  to  64  (see  chart,  below). 

In  1970  Europe's  employment  rate 
was  higher  than  that  of  the  U.S.,  but 
then  went  into  a  dive.  Twenty  years 
later,  70%  of  the  U.S.'  potential  work- 
ing population  is  gainfully  employed, 
versus  just  60%  in  Europe.  It  is  true,  of 
course,  that  Europe  has  fewer  wives 
who  want  to  work  than  the  U.S.  has, 
but  that  accounts  for  only  a  small  part 
of  the  difference.  The  brutal  fact  is 
that  the  European  economy  is  incapa- 
ble of  providing  jobs  for  those  of  its 
citizens  who  want  to  work. 

What  about  the  underground 
economy?  Aren't  a  lot  of  the  disabled, 
the  officially  unemployed,  the  part- 
timers  working  off  the  books  for  cash? 


Employment  rates  in  the 

European  Community,  Japan  and  U.S. 
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In  southern  Europe  farm  workers  are 
often  declared  as  unemployed  when 
in  fact  they  are  working  for  the  "fam- 
ily business,"  and  there  are  other 
pockets  of  a  cash  economy.  But  Abrar 
Hasan  and  Robert  Fay,  top  OECD 
analysts,  say  a  few  studies  make  it  look 
like  the  underground  economy  does 
not  employ  a  significant  proportion  of 
the  unemployed. 

What's  wrong?  The  obstacles  to  job 
creation  are  simply  too  great:  taxes 
and  regulations  that  strangle  entre- 
preneurs; a  work  force  made  inflexible 
with  labor  "protection";  wage  and 
nonwage  costs  out  of  line  with  inter- 
national competition. 

In  Western  Europe's  tightly  regu- 
lated economies,  further  government 
intervention  would  be  self-defeating. 
What  with  generous  jobless  benefits, 
easy  access  to  disability  payments  and 
the  subterfuge  of  "training"  pro- 
grams, Western  European  govern- 
ments are  running  budget  deficits 
that  aggregate  6.25%  of  GDP — again 
almost  twice  the  U.S.  rate. 

In  member  states  of  the  European 
Community,  the  governments  al- 
ready absorb  anywhere  between  45% 
and  62%  of  their  national  incomes;  the 
corresponding  figure  in  the  U.S.  is 
around  35%.  Raising  taxes  further  to 
shrink  the  European  deficits  would 
throw  even  more  people  out  of  work. 
Spending  more  money  without  rais- 
ing taxes  would  create  inflationary 
conditions. 

In  short,  the  glory  days  of  Europe's 
"social  market"  economy,  that  un- 
tenable mix  of  free  enterprise  and 
statism,  are  over.  Yet  Europe's  politi- 
cians lack  the  will  and  the  wit  to  admit 
as  much.  They  haven't  the  nerve  to 
propose  the  tax  cuts  and  the  spending 
cuts  that  would  get  their  people  work- 
ing again.  H 


Europe  needs 

to  create 

23  million  jobs 

simply  to  reach 

the  U.S.' 

employment 

rate. 
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OBSERVATIONS 


In  blaming  crime  on  society  rather  than  on  the  criminals, 
liberals  condemn  law-abiding  black  inner-city  residents 
to  huddle  at  night  behind  doubly  locked  doors. 


Scoring 
points 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


It  was  a  classic  line  from  the  New 
York  Times:  "How  America  raises  the 
children  of  inner  cities  may  be  the 
ultimate  test  of  the  country's  political 
and  economic  arrangements." 

Apparently,  if  it  sounds  lofty 
and  poetic,  who  cares  if  it  makes 
any  sense? 

America  does  not  raise  children.  It 
has  never  raised  children.  And  it  is 
never  going  to  raise  children.  No 
amount  of  verbal  collectivization  will 
ever  change  that  reality. 

Perhaps  it  is  too  much  to  expect 
realism  from  an  essay  in  the  "Book 
Review"  section  of  the  New  York 
Times,  but  it  is  gross  irresponsibility  to 
review  books  about  youth  crime  in 
the  ghetto  by  making  all  of  America 
responsible.  Personal  responsibility 
may  be  anathema  to  the  New  York 
Times,  but  it  is  what  is  desperately 
needed  to  deal  with  the  ugly  violence 
that  threatens  the  residents  of  black 
communities  across  the  country. 

Not  trusting  its  readers  to  get  the 
blame -America  message  the  first 
time,  the  Times  essay  repeats  it  end- 
lessly. The  "alarming  rise  in  violence" 
is  due  to  "American  values."  The 
hoodlums  and  thugs  "aspire  to  em- 


brace all  the  trappings  of  mainstream 
America."  It  is  due  to  his  "American 
upbringing"  that  a  ghetto  drug  dealer 
went  wrong.  It  was  "essentially 
American  dreams"  that  ghetto  crimi- 
nals are  pursuing,  in  order  "to  com- 
pensate for  the  hurt  of  growing  up 
poor,  jobless  and  outcast." 

Haven't  got  it  yet?  The  essay  closes 
by  recommending  reading  about  the 
"very  American  dreams"  that  lead 
ghetto  youths  into  crime. 

Most  black  youths  do  not  grow  up 
to  be  criminals.  Apparently  they  must 
grow  up  in  some  foreign  country  and 
then  immigrate  here  later.  Most  non- 
ghetto  youths  likewise  do  not  grow 
up  to  be  criminals.  They  must  all  be 
foreigners  too. 

More  is  involved  here  than  a  little 
irresponsible  rhetoric.  The  steady 
drumbeat  of  blame-society,  hate- 
America  talk  is  all  too  typical  of  the 
mind-set  that  has  led  to  the  destruc- 
tion of  both  moral  values  and  law 
enforcement  over  the  past  30  years. 
No  one  has  done  more  of  that  than 
the  New  York  Times,  though  many 
others  have  added  their  voices  to  the 
chorus — including  people  in  high 
places  w  ho  should  have  known  better. 

Like  Attorney  General  Janet  Reno 
today,  Lyndon  Johnson's  Attorney 
General  back  in  the  1960s,  Ramsey 
Clark,  was  convinced  that  the  way  to 
deal  with  criminal  activity  was  to  deal 
with  the  social  "root  causes"  of  crime. 
So  was  the  Chief  Judge  of  the  D.C. 
Circuit  Court  of  Appeals,  David  L. 
Bazelon.  So  was  Supreme  Court 
Chief  Justice  Earl  Warren. 

According  to  Warren,  the  reason 
for  rising  crime  rates  was  that  "for 
decades  we  have  swept  under  the 
rug"  the  slum  conditions  that  breed 
crime.  Yet  during  those  decades,  the 


crime  rate  was  going  down — not  up, 
as  Warren's  "root  causes"  theory 
would  suggest.  When  Earl  Warren 
became  Chief  Justice  in  1953,  the 
homicide  rate  in  the  United  States 
was  4.8  per  100,000  population,  the 
lowest  it  had  been  in  four  decades. 

Non-white  males  had  a  declining 
murder  rate  during  decades  of 
"neglect"  in  "our  disturbed  society," 
as  Warren  called  it.  It  was  only  after 
the  Warren  court's  judicial  revolution 
in  the  criminal  justice  system  that 
murder  rates  shot  up— and  kept  on 
rising.  By  1991,  the  rate  for  murder 
and  deliberate  manslaughter  was  9.8 
per  100,000,  more  than  twice  as  high 
as  when  Warren  joined  the  Supreme 
Court,  even  though  the  new  statistics 
did  not  count  all  the  homicides  that 
were  counted  in  the  earlier  statistics. 

Maybe  there  was  some  plausible 
excuse  for  talking  about  "root 
causes"  and  "our  disturbed  society" 
as  causes  of  crime  30  years  ago.  But  we 
now  have  30  years  of  experience  to 
the  contrary.  During  that  time  there 
have  been  all  sorts  of  expensive  social 
programs,  reduced  law  enforce- 
ment— and  intellectuals  making  ex- 
cuses for  criminals. 

The  soaring  crime  rates  that 
followed  the  liberal  nostrums  of 
the  1960s  have  produced  no  change 
of  mind.  Liberals  are  often  wrong 
but  never  in  doubt.  They  are  still 
blaming  social  conditions,  "society," 
America. 

It  will  never  occur  to  them  to  blame 
themselves. 

Does  anyone  seriously  believe  that 
excuse-making  and  counterproduc- 
tive policies  on  crime  are  a  favor  to 
black  communities?  It  is  now  so  wide- 
ly known  and  so  well  documented 
that  black  people  are  the  main  victims 
of  black  criminals  that  there  is  no 
room  for  honest  misunderstanding 
on  this  subject. 

Is  the  well-being  of  black  people 
less  important  than  scoring  ideologi- 
cal points  or  denouncing  America? 

Those  who  respond  to  concerns 
about  crime  in  the  streets  by  talking 
about  "crime  in  the  suites"  may  score 
a  verbal  point,  but  urban  residents  in 
general  and  black  inner-city  residents 
in  particular  are  not  huddled  in  their 
apartments  at  night  behind  doubly 
locked  doors  for  fear  of  being  sold 
junk  bonds.  AH 
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A  promise  tkat  some  tkings  will  be  more  important  tkan  catckingf  tke  7:14. 


A  promise  not  to  care  if  you'd  ratker  play  tke  drums  tkan  footkall. 


A  promise  to  always  ke  behind  you  even  wken  you're  on  your  own. 


Nothing  keeps  us  together  for  all  our  Jays  like  a  promise  kept.  At  MassMutual  we've  been  helping  people  keep 
their  promises  for  more  than  140  years.  That's  why  families  and  businesses  rely  on  us  to  insure  their  lives,  their 
health  and  their  financial  future. 

MassMutual" 

Ol993  Massachusetts  Mutual  Lite  Insurance  Co  Sptingtield  MA  01111  We  help  you  keep  your  promises." 


As  companies  dump  old  businesses  and  get  into  new 
ones,  Butler  International's  Edward  Kopko  thinks 
he  can  place  a  lot  of  his  part-time  workers. 

A  different  kind 


of  temp 


By  Jerry  Flint 

Edward  Kopko  goes  to  a 
lot  of  trouble  to  make  it 
clear  he's  not  in  the  Kelly 
Girl  business.  "We're  in 
mind  power,  not  manpow- 
er," insists  the  chairman  of 
Butler  International. 

Butler  International  is  in 
the  temporary  help  busi- 
ness, but  at  the  high  end. 
Rather  than  rent  out  secre- 
tarial and  clerical  office  help 
at  $10  or  $12  an  hour  for  a 
few  days,  Kopko  leases  out 
engineers,  computer  pro- 
grammers and  managers  to 
big  companies  for  assign- 
ments that  usually  last  six  to 
nine  months.  AT&T,  for  ex-  MHHHf 
ample,  contracts  with  But- 
ler for  workers  to  install  complex 
phone  network  systems;  Boeing  uses 
Butler's  temps  for  its  new  777  airliner. 
On  an  annualized  basis  Butler's  temps 
typically  earn  $50,000  or  more.  But- 
ler gets  13%  of  their  earnings. 

The  company  has  about  6,500  peo- 
ple working  on  assignment  at  any  one 
time,  and  has  more  than  500,000 
resumes  in  its  system.  Some  are  from 
young  people  starting  out;  others  are 
from  people  who  have  lost  jobs,  or 
early  retirees  interested  in  working  six 
months  or  so  in  a  year. 

Kopko,  39,  loves  to  cite  Charles 
Handy's  1989  book,  The  Age  of  Un- 
reason, which  predicted  that  future 
corporations  will  consist  of  a  small 
staff  of  permanent  employees.  This 
core  group  will  make  all  strategic 
decisions  and  hire  workers  with  spe- 
cific skills  to  accomplish  specific  proj- 
ects. Once  the  tasks  are  completed, 
Hand)  wrote,  the  workers  will  return 


Butler  International  Chairman  Edward  Kopko 
One  man's  layoff  is  another  man's  profit. 


to  the  temporary  help  pool. 

"Lots  of  jobs  are  not  forever  any- 
more," says  Kopko.  "Suppose  a  com- 
pany wants  its  accounting  software 
redesigned.  It's  a  six-month  job. 
What  do  they  do — hire  [permanent] 
people,  then  look  for  other  work  for 
them  when  the  job  is  done?" 

Kopko  knows  something  about  the 
need  to  be  fast  and  flexible  in  busi- 
ness. He  engineered  a  takeover  of 
Butler  by  North  American  Ventures, 
which  he  controlled,  in  1987.  At  that 
time  Butler's  main  business  was  fuel- 
ing, cleaning  and  maintaining  com- 
mercial aircraft,  and  sometimes  fur- 
nishing temporan'  crews  for  airlines. 
It  also  had  a  division  that  provided 
engineers  and  other  technical  special- 
ists for  multinational  corporations. 

Kopko's  timing  was  terrible.  As  he 
took  over  Butler,  some  of  its  airline 
customers,  including  Eastern,  began 
to  dive.  So  in  1989  Kopko  sold  off  the 


airline  service  business.  That  left  hirrj 
with  the  core  of  today's  business 
providing  temporary  technicians.  H< 
changed  the  company's  name  froir. 
North  American  Ventures  to  Butlei 
International  in  1992. 

Half  of  Butler's  volume  now  come; 
from  telecommunications  and  aero 
space/aircraft  companies — industries 
in  turmoil,  where  there  is  a  disinclinai 
tion  to  add  permanently  to  payrolls. 

"I've  been  making  the  telephone 
company  circuit  these  last  few 
weeks,"  Kopko  says.  "They're  still 
downsizing.  Their  work  forces  don'ti 
fit  what  they  see  as  their  futures.  Thq 
information  highway  will 
be  a  major  project  for  the 
next  five  or  ten  years.  Sol 
the  companies  will  be  hir 
ing  back  to  create  it,  but] 
not  through  their  own  or 
ganization.  This  will  be] 
outsourced,  on  contracts." 

Kopko  plans  to  expand 
Butler's  sales  and  earnings 
base     through  internal 
growth  and  acquisitions. 
He  figures  some  700  U.S. 
companies  compete  against 
Butler  in  its  end  of  the  tem- 
porary help  field,  95%  on 
them  small  and  privately 
run,  in  the  range  of  $5  mil 
lion  to  $10  million  (sales)  a 
year — in  short,  an  industry 
ripe   for   consolidation.    Based  in 
Montvale,  N.J.,  Butler  has  61  offices 
around  the  country  and  a  permanent 
payroll  of  500.  Kopko  wants  to  ac- 
quire more  contract  labor  accounts 
but  not  new  offices;  the  idea  is  to  add 
revenues  faster  than  overhead.  Over- 
head last  year  grew  only  1%,  says 
Kopko,  as  against  a  14%  sales  gain. 

After  losing  money  in  1991  and 
1992,  Butler  seems  finally  to  be  turn- 
ing the  corner.  Sales  dropped  from 
$300  million  in  1990  to  $244  million 
in  1991,  but  they  recovered  to  $268 
million  in  1992  and  climbed  back  to 
$305  million  last  year.  Kopko  says  the 
double-digit  increases  will  continue 
in  1994.  Butler  earned  around  $1.5 
million,  30  cents  a  share,  last  year;  the 
stock  has  rebounded  from  $3  a  share 
in  1992  to  a  recent  $5. 

"We  can  grow  50%  or  60%  without 
any  major  added  costs,"  says  Kopko. 
"We  think  we  will  be  one  of  the  major 
players."  MS 
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'ou  are  so  upset  with  the  latest  tax  increases  that 
'ou  are  seriously  thinking  about  quitting  the  country. 
)oes  this  make  any  sense  at  all? 

Flight  capital 


y  Brigid  McMenamin 

Inglewood,  Colo,  attorney  Ronald 
Ludman  recently  got  a  call  from  one 
f  his  more  prominent  clients,  a  well- 
nown  entrepreneur.  The  business- 
lan  wasn't  asking  for  help  on  a  new 
ublic  offering  or  a  leveraged  real 
state  deal.  "He  wants  to  move  his 
ntire  estate  outside  the  U.S.,"  says 
aidman. 

A  lot  of  people  are  thinking  about 
lis  most  drastic  of  tax  avoidance 
xhniques:  becoming  an  expatriate, 
nd  a  lot  of  them  lose  interest  when 
iey  find  out  that  to  accomplish  much 
f  a  tax  saving  they  have  to  renounce 
J.S.  citizenship. 

That's  pretty  extreme  stuff,  but  it 
as  been  done  before.  Famed  fund 
perator  John  Templeton,  a  Tennes- 
;e  native,  moved  to  Nassau  in  1969 
nd  gave  up  his  U.S.  citizenship.  He  is 

British  subject;  living  in  the  Baha- 
las,  he  pays  no  income  or  estate  tax. 

"Expatriation  is  the  ultimate  estate 
lan,"  says  Donald  Baker,  senior  part- 
er  of  the  giant  Chicago -based  law 
rm  Baker  &  MacKenzie.  Baker  rep- 
:sents  a  seventyish  couple  who  are 
eginning  to  move  their  assets  out  of 
le  country  to  avoid  federal  estate  tax 
f  55%.  "They  don't  want  to  leave 
alf  their  assets  to  the  government," 
xplains  Baker.  But  he  says  they're 
[so  afraid  income  taxes  will  shoot  up 
8  much  as  10%  if  Clinton  gets  his 
ealth  care  scheme  past  Congress. 
The  people  who  are  in  power  want 
r>  confiscate  other  people's  proper- 
/,"  says  Baker. 

Why  do  you  have  to  change  citizen- 
iip?  Because  the  U.S.,  unlike  almost 
very  other  country,  levies  income 
nd  estate  taxes  on  its  citizens  living 
broad.  Unless  you  plan  to  cheat  on 
our  taxes,  just  moving  abroad  won't 
ccomplish  anything. 

Former  citizens,  moreover,  can  be 
ailed  for  income  tax  on  U.S.  income, 


including  capital  gains  from  real  es- 
tate situated  here  and  from  stocks  in 
U.S.  corporations.  This  exit  tax  may 
apply  for  ten  years  after  you  leave, 
unless  the  Internal  Revenue  Service 
decides  that  tax  avoidance  was  not 
one  of  the  "principal  purposes"  of 
your  departure.  Good  luck  trying  to 
prove  that. 

Some  people  who  are  not  yet  ready 
to  renounce  citizenship  have  taken 
the  less  radical  measure  of  moving 
assets  abroad.  This  group  includes  a 
former  congressman,  entrepreneurs 
who  started  whole  new  industries, 
physicians  and  wealthy  investors. 
Again,  unless  you  want  to  lie  on  your 
1040,  merely  moving  your  money 
into  a  Swiss  bank  won't  save  you  U.S. 
income  taxes  while  you  remain  a  U.S. 
citizen.  Rather,  some  of  these  partial 
exiles  are  fearful  of  future  restrictions 
on  capital  movements. 

A  Florida  entrepreneur  who  already 


has  about  25%  of  his  wealth  overseas, 
primarily  in  foreign  currencies,  is  wor- 
ried the  government  may  someday 
draw  the  line  on  asset  transfers.  So 
before  that  happens  he's  moving  an- 
other big  chunk — perhaps  as  much  as 
80%  of  liquid  assets — overseas.  "Tak- 
ing it  out  [of  the  country]  might  be  a 
very  difficult  thing  someday,"  the  en- 
trepreneur says. 

People  are  worried  about  more 
than  taxes.  One  of  Rudman's  clients  is 
a  man  who  was  a  pioneer  in  the 
managed  health  care  industry.  Faced 
with  President  Clinton's  threat  to 
take  over  the  entire  industry  and  im- 
pose new  regulations  and  even  crimi- 
nal sanctions,  he  began  to  sell  off  his 
business  last  year  and  asked  Rudman 
to  help  move  his  assets  abroad.  "They 
feel  they  have  been  targeted,"  ex- 
plains Rudman,  "and  they  wonder 
what's  next.  It's  fear:  fear  of  govern- 
ment, fear  of  a  period  of  prolonged 
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To  treat  symptomatic  benign  enlarged  prostate: 

Only  one  medicine 
can  shrink  the  prostate. 

PROSCAR. 

(FINASTERIDE) 


itil  recently,  there  wasn't  a 
idicine  that  could  help  the 
idition  known  as  sympto- 
itic  benign  prostate  enlarge- 
mt  or  BPH.  But  now  there 
PROSCAR,  the  first  oral  pre- 
option medicine  that  can 
rink  an  enlarged  prostate. 


However,  it  is  important  to 
know  the  following:  PROSCAR 
doesn 't  work  for  everyone.  Even 
though  your  prostate  may 
shrink,  you  may  not  see  an 
improvement  in  urinary  flow 
or  symptoms.  And  you  may 
need  to  take  PROSCAR  for  6 
months  or  more  to  see  whether 
it  helps  you. 

How  Proscar  can  shrink 
an  enlarged  prostate. 

As  a  man  ages,  a  key  hormone 
can  help  cause  the  prostate  to 
grow.  PROSCAR  actually  blocks 
the  production  of  this  hor- 
mone, so  it  helps  shrink  the 
prostate  to  a  smaller  size  in 
many  men.  As  a  result,  some 
men  treated  with  PROSCAR 
experience  an  increased  uri- 
nary flow  and  an  improve- 
ment in  urinary  symptoms. 

Why  you  should 
see  your  doctor  soon. 

Your  doctor  has  several 
options  for  the  treatment  of 
symptomatic  BPH:  watchful 
waiting  (monitoring  the  condi- 
tion with  regular  checkups), 
medication,  or  surgery.  It's 
important  to  see  your  doctor 
because  the  problem  doesn't 
usually  get  better  by  itself.  In 
many  cases,  the  prostate  con- 
tinues to  enlarge  and  the 
symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are 
bothering  you,  have  your  fam- 
ily doctor  or  a  urologist  assess 
your  condition  and  ask  if 
PROSCAR  is  an  appropriate 
treatment  for  you. 


It  is  also  important  to  have  reg- 
ular checkups.  While  benign 
prostate  enlargement  is  not 
cancer  and  does  not  lead  to 
cancer,  the  two  conditions  can 
exist  at  the  same  time. 

Remember,  only  a  doctor  can 
evaluate  your  symptoms  and 
their  possible  causes.  So,  if 


The  prostate  surrounds  pari  of  the  urethra,  the  tube  that 
carries  urine  from  the  bladder.  As  the  prostate  enlarges, 
it  can  squeeze  the  urethra  and  cause  urinary  problems. 


your  urinary  symptoms  are 
bothering  you,  don't  wait  any 
longer.  You  may  find  that  your 
enlarged  prostate  can  be  made 
into  a  smaller  problem. 

For  more  information  about 
prostate  enlargement  and 
Proscar,  call  1-800-635-4452 
today. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR*  u°rahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups.  , 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 
Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 
What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  talcing  PROSCAR*  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function.  Rarely,  some  men  have 
reported  breast  swelling  and/or  tenderness 
or  allergic  reactions  sucn  as  hp  swelling 
and  rasn. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have- BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 
•About  prostate  specific  antigen  (PSA). 
Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 
•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR  are: 
Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  nave 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing 
her  to  your  semen  (discuss  this  further 
with  your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become  preg- 
nant must  not  handle  broken  tablets  of 
PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
'PROSCAR'  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION.  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


%4  MERCK 

©  1994,  Merck  &  Co.,  Inc. 
West  Point,  PA  19486 
J3P035V1  ( 302  )-MKP4009 


economic  decline.1'' 

If  you  are  ready  to  quit  your  citizen 
ship,  first  find  another  country  that 
will  have  you,  warns  Marshall  Langer, 
a  London-based  American  lawyer 
who  specializes  in  international  taxes; 
and  often  helps  people  expatriate.  He 
recommends  such  countries  as  Ire- 
land or  Israel,  where  you  may  within  a 
few  months  be  entitled  to  citizenship 
based  on  ancestry.  Next  best  is  a  place 
like  Canada,  which  welcomes  entre- 
preneurs, investors  and  retirees  after 
three  years  of  residency.  And  because 
these  countries  don't  tax  nonresident 
citizens,  once  you  get  a  new  citizen 


"They  feel  they  have 
been  targeted,"  says 
Rudman,  "and  they 
wonder  what's  next.  It's 
fear:  fear  of  govern- 
ment, fear  of  a  period 
of  prolonged  economic 
decline." 


ship,  you  may  then  easily  move  to 
Bermuda,  the  Bahamas  or  the  Cay- 
man Islands.  There  you  can  live  free  of 
income,  capital  gains  and  death  taxes. 

Don't  move  without  thinking 
about  health  care.  You'll  lose  the 
Medicare  benefits  you  have  been  pay- 
ing for  all  these  years  (but  you  can 
usually  collect  your  Social  Security 
benefits).  You  may  not  find  the  hospi- 
tals up  to  U.S.  standards  in  Vanuatu 
or  Guernsey. 

The  final  step  is  to  march  into  the 
U.S.  consulate,  turn  in  your  passport 
and  formally  renounce  your  citizen- 
ship. Of  course,  that  means  you  must 
then  forever  spend  most  of  your  time 
overseas.  "You  can't  come  back  for 
more  than  30  days  the  first  year," 
warns  Langer.  "But  after  that  you  can 
average  between  100  and  120  days  a 
year." 

Although  306  people  renounced 
their  U.S.  citizenship  last  year,  up 
from  1 57  in  1992,  it  is  not  a  step  taken 
lighdy.  None  of  the  lawyers  quoted 
on  diis  page — Baker,  Langer  and 
Rudman — has  taken  it. 

Still  serious?  Read  Langer's  Tax 
Exile  Report:  Citizenship,  Second  Pass- 
ports and  Escaping  Confiscatory  Taxes 
(237  pages;  Scope  International  Ltd., 
Waterlooville,  U.K.;  $100).  m 
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TAXING  MATTERS 


3ne  of  the  few  things  brokerage  firms  haven't  been 
orced  to  tell  the  IRS  is  the  cost  of  your  securities. 
vJow  that's  about  to  change. 

Fewer  places 
to  hide 


5y  Janet  Novack 

/Lany  investors  are  getting  free  new 
lelp  figuring  their  capital  gains  this 
ax  season.  For  the  first  time,  Fidelity 
n vestments  is  sending  customers  re- 
ports on  what  they  paid  for  mutual 
und  shares  they've  sold,  provided  the 
unds  were  purchased  after  1986. 

Fidelity  isn't  alone  in  helping  cus- 
omers   with   their  record-keeping 
hores.  Retail  brokerage  firms  Dain 
losworth    and    Rauscher  Pierce 
Lefsnes  have  a  new  computer  system 
hat  will  calculate  all  of  a  customer's 
;ains,  realized  and  unrealized,  at  any 
ime.  And  other  firms,  including  Pot- 
ential   Securities    and  Raymond 
ames  &  Associates  have  recently 
evised  many  of  their  customer  [ 
tatements  to  include  data  on  the  I 
osts  and  gains  of  individual  stock  [ 
ransactions.  Fidelity  will  follow  § 
uit  on  individual  stocks  next  year. 

But  is  such  record-keeping  help 
eally  a  service  to  the  securities 
rms'  clients?  Or  will  it  merely 
xtend  the  Internal  Revenue  Ser- 
ice's  nose  further  inside  taxpayers' 
nancial  affairs? 

Certainly  the  IRS  would  love  to 
ave  this  information  on  the  cost 
if  securities.  Since  1983  fund  op- 
rators  and  brokerage  houses  have 
ad  to  report  to  the  IRS  their 
ustomers'  gross  proceeds  from 
clling  securities  (options  trading 
roceeds,  oddly,  are  excluded), 
long  with  interest  and  dividends 
>n  1 099-B  forms.  But  they  haven't 
cen  obliged  to  tell  the  govern- 
lent  about  the  cost  of  these 
ecurities.  Calculating  and  re- 
orting  capital  gains  is  there- 
are  up  to  the  taxpayer.  Some 


taxpayers  report  accurately,  others 
fudge  things  a  little.  Only  in  an  audit 
can  the  IRS  tell  who  the  fudgers  are. 

Now  that  the  securities  firms  have 
all  these  cost  data  in  their  computers, 
it  is  only  a  matter  of  time  before 
Congress  orders  them  to  give  it  to  the 
IRS.  With  cost  and  proceeds  data  in 
hand,  the  tax  people  will  then  be  able 
to  compare  what  their  computers  say 
about  a  taxpayer's  reported  gains 
against  what  the  taxpayer's  Form 
1040  says  the  gains  were.  In  fact,  two 
tax  bills  were  passed  in  1992  that 
required  that  mutual  funds  begin,  for 
newly  opened  accounts,  tracking  and 


reporting  to  both  the  IRS  and  the 
customer  the  average  cost  basis  of 
shares  sold.  President  Bush  vetoed 
the  bills,  but  House  Ways  &  Means 
Committee  Chairman  Dan  Rosten- 
kowski  (D— 111.)  introduced  a  similar 
provision  last  year.  It  is  likely  to  find 
its  way  into  the  next  tax  bill. 

For  many  taxpayers  with  large  and 
complicated  capital  gains,  giving  the 
cost  information  to  the  government 
will  probably  add  to  their  tax  hassles. 
But  for  smaller  investors,  the  forced 
disclosures  could  make  life  a  little 
easier.  Brokerage  house  Dain  Bos- 
worth  has  solicited  from  its  customers 
the  cost  basis  of  their  complete  port- 
folios, including  inherited  stock. 
Mark  Bankord,  manager  of  Dain  Bos- 
worth's  Rockford,  111.  office,  says  his 
customers  don't  see  this  new  record- 
keeping and  reporting  system  as  a 
threat  but  as  reinforcements  in  their 
battles  with  the  IRS. 

The  reason:  There  are  several  ways 
to  calculate  cost — average  cost;  first- 
in,  first-out:  and  specified-shares,  in 
which  a  taxpayer  designates  in  ad- 
vance which  lot  of  stock  he  is  selling. 
Lots  of  investors  simply  throw  up 
their  hands  when  confronted  with  all 
the  choices.  For  them,  Dain  Bos- 
worth's  Bankord  says  the  firm's  rec- 
ord-keeping service  is  a  boon. 

"Clients  love  it  and  their  ac- 
countants really  love  it,"  says  Ban- 
kord. He  adds:  "If  the  IRS  says, 
'Prove  this  is  your  cost  basis,'  we've 
got  the  documents.  The  client 
doesn't  have  to  keep  confirmation 
slips  growing  mold  in  the  base- 
ment." (The  firm  calculates  cost 
using  whichever  accounting  meth- 
od the  client  has  elected.) 

Still,  it's  a  fair  bet  that  the  gov- 
ernment's interest  in  all  this  is  not 
in  making  life  easier  for  people,  but 
rather  in  collecting  more  revenues. 

According  to  a  study  of  1985  tax 
returns,  25%  of  taxpayers  under- 
state their  capital  gains  while  10% 
of  taxpayers  overstate  gains.  Net, 
the  cheating  costs  the  Treasury 
8.5%  of  the  capital  gains  pie.  Apply 
that  figure  to  the  $70  billion  in 
gains  realized  in  1992.  Fully  accu- 
rate reporting  might  have  in- 
creased reportable  income  by 
$6  billion  and  generated  per- 

 3    haps  $1.5  billion  in  additional 

tax  revenue.  H 
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You  have  no  water  or  coolant. 
You  have  F>0  miles  of  desert  to 
ross.  You  have  two  choices. 
You  can  ride  or  drive. 


EVEN 


W  ITHOUT 


A  DROP 


OF  ENGINE 


COOLANT, 


IT  CREATES 


A  HIGHER 


STANDARD. 


Seville  STS 

Creating  A  Higher  Standard 


I 


□StSI,.,  Always  wcai  sjIcin  hclis,  even  with  air  bags  ©  1993  GM  Corp.  All  rights  reserved  CADILLAC,  \OK  I  lis  I  \  K..  SK\  II.I.K. 


Traction  Control 


Speed-Sensithe  Steering  •  Plus  Dual  Air  Bags  •  Call  1-800-333-4CAD 


nost  any  car,  a  total  loss  of 
it  could  leave  you  stranded, 
at  in  the  Seville  STS  with 
orthstar  System  by  Cadillac, 
isc  its  patented  Northstar 


V8  is  so  adaptive  that,  if  necessary 
for  your  safety,  it  is  engineered  to 
sense  major  engine  coolant  loss 
automatically.  It  then  begins 
alternately  firing  and  air-cooling 


its  two  banks  of  cylinders  to  help 
prevent  overheating.  The  result: 
you  could  travel  up  to  50 
miles-even  in  desert  heat- 
without  a  single  drop  of  coolant. 


ON  THE  DOCKET 


Patricia  Sturdevant  turned  a  $6  credit  card  fee 
into  millions  of  dollars  in  legal  fees. 

How  to  rob 
a  bank 


By  David  Frum 

Ten  years  ago  San  Francisco 
attorney  Patricia  Sturdevant  was 
making  frequent  trips  to  Florida 
and  New  York.  The  travel 
expenses  pushed  her  over  her 
credit  limit,  and  her  credit  card 
company,  Hibernia  Bank  of  Cal- 
ifornia (subsequently  absorbed 
by  Security  Pacific,  which  in  turn 
has  merged  with  Bank  of  Ameri- 
ca), socked  her  with  a  $6  fee  for 
every  excess  transaction. 

To  most  people  this  would 
have  been  annoying.  But  to 
Patricia  Sturdevant  and  her  hus- 
band, James  C.  Sturdevant,  also 
a  lawyer,  the  fees  were  the  oppor- 
tunity of  a  lifetime.  Since  1986 
the  law  firm  of  Sturdevant  & 
Sturdevant  has  won  more  than 
$20  million  in  class  action  judg-  ■ 
ments  and  settlements  on  behalf 
of  other  cardholders  against  Califor- 
nia banks,  and  collected  around  S3 
million  in  fees  and  expenses. 

The  Sturdevants'  success  turns  on 
an  arcane  legal  distinction.  California, 
like  most  common  law  jurisdictions, 
bans  the  use  of  "penalty  clauses"  in 
contracts.  If  Joe  rents  Fred's  car  for  a 
week,  and  somehow  is  fool  enough 
to  agree  to  pay  Fred  the  entire 
$20,000  cost  of  replacing  the  car  if 
he's  one  hour  late  returning  it,  the 
law  will  refuse  to  force  Joe  to  cough 
up  the  penalty. 

On  the  other  hand,  where  damages 
are  small  or  hard  to  figure,  California 
courts  will  allow  the  parties  to  agree 
in  advance  on  "liquidated  damages." 
It's  probably  legal  for  Fred  to  make 
Joe  pay  $5  for  being  an  hour  late 
with  the  car. 

Now,  you  might  think  the  small 
fees  that  banks  charge  late  customers 
or  customers  who  exceed  their  credit 


Sturdevant  &  Sturdevant 
California's  fearsome  legal  couple. 


limit  sound  like  liquidated  damages. 
But  in  recent  vears  the  California 
courts  have  handed  down  a  string  of 
pro-plaintiff-lawyer  decisions  that 
hold  many  bank  fees  to  be  illegal 
penalties. 

In  1983  Patricia  Sturdevant  sued 
Hibernia  Bank  on  behalf  of  all  the 
bank's  customers  who  had  been 
charged  w  ith  the  $6  excess  transac- 
tion fee.  She  ultimately  settled  for 
$300,000.  She  then  launched  a  class 
action  suit  against  Wells  Fargo  Bank, 
which  paid  out  $5.2  million.  Then 
came  Crocker  National  Bank:  $3.8 
million.  Security  Pacific  coughed  up 
$2.6  million.  Last  July  First  Interstate 
Bank  of  California  was  whacked  with 
a  $14  million  judgment.  The  Securi- 
ty Pacific  and  First  Interstate  cases  are 
now  on  appeal. 

When  the  Sturdevants  win  cases, 
the  courts  can  award  them  "reason- 
able" fees  of  some  $300  per  hour, 


plus  certain  expenses,  plus  (in  two 
cases )  a  bonus  of  50%  of  their  fee.  The 
aw  ard  amount  plus  interest  goes  to  | 
members  of  the  class.  But  finding 
individual  card  users  and  mailing  them 
a  few  dollars  is  hard  work,  so  the 
courts  have  on  occasion  instead  per- 
mitted the  Sturdevants  to  direct 
awards  to  pet  consumer  groups. 
Groups  like  the  Consumers  Union  in 
San  Francisco  have  together  received 
more  than  $1  million  from  the  Stur- 
devant litigation. 

The  Sturdevants  have  competition 
in  their  niche.  San  Diego  lawyer 
William  Lerach,  who  normally 
specializes  in  suing  corporations 
when  their  stocks  collapse 
(Forbes,  Oct.  11,  1993),  recently 
brought  a  Sturdevant-inspired 
lawsuit  against  Golden  1  Credit 
Union,  a  California  state  employ- 
ees credit  union. 

And  back  in  1986  San  Francis- 
co lawyer  Lawrence  J.  Appel 
brought  a  class  action  suit 
against  virtually  every  large  bank 
in  the  state,  alleging  a  20-year- 
long  conspiracy  to  fix  interest 
rates  on  credit  card  debt.  Wells 
Fargo  and  First  Interstate  ulti- 
mately paid  Appel  $55  million  to 
go  away. 

Only  Bank  of  America,  from 
which  Appel  sought  $2.8  billion, 
refused  to  knuckle  under.  Last 
August  a  jury  found  in  Bank  of 
America's  favor  on  all  counts. 

No  economist,  Patricia  Sturdevant 
argues  that  banks  suffer  no  loss  when 
customers  exceed  their  credit  card 
limits — the  banks  even  stand  to  gain, 
she  asserts,  since  overlimit  customers 
pay  them  more  interest.  But  accord- 
ing to  careful  analysis  by  Robert 
Litan,  formerly  of  the  Brookings 
Institution,  when  a  credit  card  cus- 
tomer is  late  or  goes  over  limit,  the 
risk  of  default  rises  by  somewhere 
between  400%  and  600%.  That 
greater  risk  of  default  is  a  real  cost  to 
the  bank,  yet  California  banks  are  no 
longer  allowed  to  recover  it. 

Tired  of  the  bashing,  California's 
banks  are  now  lobbying  their  state 
legislature  to  legalize  overlimit  and 
late  fees  if  borrowers  pay  late  or 
exceed  their  spending  limits.  If  they 
succeed,  Sturdevant  &  Sturdevant 
may  have  to  find  another  industry  to 
sue.  B 
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Can  You  Use 
a  Steady  Source 
of  Income  After 
You  Retire? 


Franklin  Retirement 
Planning  Guide 

You  probably  have  great  plans  for  your  own  retire- 
ment. And  right  now  is  always  the  best  time  to  start  build- 
ing a  foundation.  Franklin's  Retirement  Planning  Guide  is 
a  valuable  resource  that  can  help  you: 

•  Estimate  the  retirement  income  you  will  need. 

•  Choose  the  funds  that  can  help  make  your 
plan  work.^ 

•  Create  a  plan  for  your  future. 

Mutual  funds  may  be  an  ideal  choice  for  the  long- 
term  goals  of  retirement  planning.  Whether  you  are  inter- 
ested in  a  conservative  investment  or  one  that  seeks  aggres- 
sive growth,  Franklin  has  a  fund  to  match  your  objectives. 

Call  your  investment  representative  or  Franklin 
today  for  a  free  brochure. 


fAn  investment  in  a  Franklin  fund  does  not  guarantee  that  your  retirement  expenses  will  be  met. 
Franklin /Templeton  Distributors,  he. 


Call  1-800- 
342-FUND 
Ext.  F478 

 1 

Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

fa-j/I  would  like  a  free  copy  of  the  Franklin 
Retirement  Planning  Cuide  and  a  prospectus 
containing  more  complete  information,  includ- 
ing charges  or  fees  and  expenses,  on  the 
fund(s)  checked  below.  I  will  read  the  prospec- 
tuses) carefully  before  I  invest  or  send  money. 

 Franklin  Crowth  Fund 

 Franklin  Income  Fund 

 Franklin  U.S.  Governmmt  Securities  Fund 

 Franklin  Rising  Dividends  Fund 

 Franklin  Money  Fund 

am  currently  a  Franklin  shareholder. 
Name 
Address 
City/ State/Zip 
Daytime  Phone 


F  R  A  N  K<  L  IJ  N 


A  Proud  Member  of  the  $109  Billion  Frankli 


n  /  Templeton  Group 


Discounters  keep  trying  to  get 
into  coffins,  but  Hillenbrand 
Industries  keeps  killing  them  off. 

Dancing 
on  graves 


By  Seth  Lubove 

Walk  into  Russell  Moore's  store  in  a 
strip  mall  in  Mesquite,  near  Dallas, 
and  a  hidden  camera  snaps  your  pic- 
ture. The  door  locks  behind  you.  "We 
anticipated  sabotage,"  explains 
Moore,  who  hired  a  retired  CIA  agent 
to  design  a  "counterespionage"  pro- 
gram for  him. 

Moore  sells  discount  coffins,  a 
trade  that  pits  him  against  one  of  the 
toughest  competitors  in  American 
business:  $1.4  billion  (1993  sales) 
Hillenbrand  Industries,  Inc.,  based  in 
Batesville,  Ind.  Through  its  Batesville 
casket  unit,  Hillenbrand's  share  of  the 
$l-billion-a-year  (wholesale)  casket 
market  is  around  40%,  and  much 
higher  (60%)  in  the  high -end  caskets 
made  of  steel  and  hardwoods  like 
mahogany. 

Despite  a  growing  trend  toward 
cremations  and  years  of  zero  growth 
in  the  overall  coffin  market,  operating 
profits  at  Hillenbrand's  coffinmaking 
operation  grew  14%  last  year,  twice  as 
fast  as  revenues  (up  7%),  according  to 
Steven  Saltzman  of  the  Chicago 
Corp.  With  operating  margins  of 
22.9%,  the  Batesville  division  was  a 
main  reason  Hillenbrand's  earnings 
increased  26%  last  year,  to  a  record 
$159.9  million,  $2.04  a  share. 

"I  know  of  nothing  like  [Hillen- 
brand] where  you  have  such  consis- 
tent long-term  growth  in  a  flat  mar- 
ket," says  Buddy  Hunter,  a  former 
Hillenbrand  competitor.  'Tt's  a  clas- 
sic case  for  study  by  anybody." 

Retailing  at  anywhere  from  $150 
up  to  $10,000,  caskets  are  usually  the 
most  expensive  single  item  in  a  funeral 
and  by  far  the  most  profitable  for  the 


undertakers,  who  try  to  sell  complete 
burial  packages  that  include  the  cas- 
ket. When  the  Federal  Trade  Com- 
mission forced  funeral  homes  to  un- 
bundle the  caskets  and  other  goods 
and  sendees  in  their  packages  in  1984, 
the  undertakers  began  charging  large 
"handling  fees"  for  caskets  purchased 
elsewhere.  Last  year  the  FTC  clamped 
down  on  these  fees  as  well,  opening 
the  door  a  little  wider  to  discounters 
like  Russell  Moore.  A  stainless  steel 
casket  like  one  sold  by  a  funeral  home 
for  about  $4,000  Moore  sells  for 
$1,995. 

Over  the  years  Hillenbrand  has 
seen  the  competitive  threats  coming 
and  parried  them  brilliantly.  When  it 
comes  to  making  your  customer  your 
partner,  no  company  does  it  better 
than  Hillenbrand.  Through  its  68 
distribution  centers  in  North  Ameri- 
ca, Hillenbrand  offers  funeral  homes 
such  sendees  as  overnight  coffin  deliv- 
ery. It  refuses  to  cut  in  any  middlemen 
and  sells  only  to  funeral  homes,  which 
in  turn  sell  Hillenbrand  caskets  to  the 
bereaved  at  markups  of  200%  to 
400%.  For  its  customers,  Hillenbrand 
finances  beautifully  appointed  casket 
showrooms  costing  as  much  as 
$80,000. 

The  idea,  of  course,  is  to  give  Hil- 
lenbrand and  the  funeral  homes  a 
common  goal:  preserve  Hillen- 
brand's and  the  undertakers'  margins 
by  freezing  out  people  like  Russell 
Moore  who  attempt  to  sell  coffins  to 
consumers  at  a  discount.  Once  a  dis- 
counter's sources  of  supply  have  been 
identified,  local  funeral  directors  of- 
ten boycott  the  competing  coffin- 


makers  by  buying  elsewhere. 

"They  [Hillenbrand]  treat  business 
like  a  war,  and  every  day  is  a  new  battle 
that  someone  will  win,"  says  former 
competitor  Hunter. 

Hunter  knows  the  Hillenbrand 
style  firsthand.  As  a  consultant  to 
funeral  homes,  he  used  to  be  feted  at 
lavish  parties  at  the  southern  Indiana 
farm  owned  by  Daniel  Hillenbrand, 
the  chairman  of  Hillenbrand  and  son 
of  the  company's  founder.  But  then 
Hunter  turned  competitor  and  built 
his  Amedco,  Inc.  into  the  nation's 
number  two  casketmaker.  He  also 
went  after  Hillenbrand's  other  big 
moneymaking  division,  its  Hill-Rom 
hospital  bed  manufacturer. 

Hillenbrand  responded  forcefully. 
In  one  incident,  a  Hillenbrand  em- 
ployee admitted  sifting  through 
Amedco's  garbage  dumpsters  look- 
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lg  for  corporate  secrets. 

Hunter  sold  Amedco's  casket  and 
.ineral  supply  business  in  1986  to 
ineral  home  chain  Service  Corp.  In- 
Imational.  But  so  secure  was  Hillen- 
rand's  hold  on  the  funeral  homes 
lat  Service  Corp.  couldn't  make  it  in 
askets,  either.  In  1990  it  sold 
juedco  (which  had  been  renamed 
ork  Products,  Inc.)  to  York  Group, 
eic,  a  funeral  services  company.  Hil- 
:nbrand's  latest  response  to  this 
ireat  is  to  buy  out  York's  indepen- 
ent  distributors  and  jobbers,  then 
ut  their  own  people  in  to  sell  Hillen- 
rand's  caskets. 

Further  consolidating  its  grip,  Hil- 
:nbrand  is  now  the  biggest  under- 
'riter  of  so-called  pre-need  funeral 
fe  insurance,  which  covers  the  cost  of 
funeral  when  the  policy  owner  dies, 
'he  casket,  of  course,  usually  comes 


from  Hillenbrand. 

Hillenbrand  is  going  global,  too, 
with  the  recent  acquisition  of  Mexi- 
co's largest  manufacturer  and  distrib- 
utor of  steel  caskets.  And  rather  than 
fight  the  lively  growth  in  cremations, 
Hillenbrand  now  offers  a  full  selec- 
tion of  cremation  caskets  and  urns. 

Against  Hillenbrand  and  its  allied 
retailers,  can  Russell  Moore's  new 
Casket  Gallery  International,  Inc. 
hope  to  succeed  where  so  many  other 
erstwhile  discounters  have  died? 
Moore  says  he  spent  several  years  re- 
searching where  the  other  discounters 
went  wrong,  and  thinks  he's  prepared 
for  the  worst.  "We  discovered  what 
the  funeral  directors  had  been  doing 
to  sabotage  them  [the  discounters]," 
he  says.  "They  would  harass  clients, 
boycott  suppliers,  tie  up  their  [the 
discounters']  phone  lines." 


Still,  it  won't  be  easy.  Al- 
fred Tacker  has  struggled 
for  three  years  with  his 
Family  Heritage  Casket 
Gallery,  Inc.  in  Memphis, 
Tenn.  He  says  he  gets  by, 
but  he  spends  as  much  time 
in  court  suing  Hillenbrand 
and  funeral  directors  as  he 
does  selling  caskets. 

Is  Hillenbrand  part  of 
the  boycotts  and  dirty 
tricks?  Says  Hillenbrand's 
Chief  Executive  W  August 
Hillenbrand,  "Everyone 
has  their  way  of  doing  busi- 
ness. We  will  sell  only  to 
licensed  funeral  directors, 
and  he  [Tacker]  might  not 
like  that." 

Moore  has  taken  such 
precautions  as  installing  a 
phone  system  that  can  ac- 
commodate up  to  400  calls 
a  minute  to  prevent  anyone 
from  tying  up  his  phone 
lines.  He  refuses  to  identify 
his  casket  suppliers.  He  ac- 
cepts MasterCard,  Visa, 
Discover  and  American  Ex- 
press cards,  and  offers  $100 
discount  coupons  and 
complimentary  underwear 
for  the  deceased — with  this 
promotional  item,  funeral 
directors  know  the  be- 
reaved have  already  bought 
one  of  Moore's  caskets. 
Since  he  opened  last  July, 
Moore  says  he's  been  selling  an  aver- 
age of  a  casket  a  day,  above  his  expec- 
tations. Dallas  stock  analyst  David 
Tice,  who  publishes  an  investment 
research  report  called  Behind  the 
Numbers,  thinks  Moore  has  a  chance 
if  he  can  establish  a  nationwide  chain 
of  casket  stores  through  which  small 
casketmakers  could  sell  their  boxes 
directly  to  the  bereaved. 

But  Fort  Lauderdale's  Phil  Wein- 
stein  doubts  that  anyone  can  go  up 
against  Hillenbrand  and  the  en- 
trenched undertakers.  A  few  years  ago 
Weinstein  tried  to  sell  discount  cas- 
kets, but  he  gave  up  and  became  a  full- 
service  funeral  director  when  casket- 
makers,  fearful  of  boycotts  from  fu- 
neral homes,  refused  to  sell  their 
products  to  him.  Says  Weinstein:  "My 
advice  to  anyone  who  wants  to  go  into 
the  casket  business  is:  Don't."  wm 
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Cuba's  hard  currency  needs  used  to  be  met  by  the 
Kremlin.  Now  Washington  is  quietly  helping  out. 

Fidel's 
new  Mends 


By  Joel  Millman 

THE  SIGNS  trumpeting  the  return  of 
capitalism  to  Cuba  are  everywhere, 
hung  from  crumbling  old  Havana 
mansions,  pinned  to  shacks,  taped  to 
the  doors  of  1950s  Dodge  pickups. 
The  signs  read  "Private  Transport," 
or  "I  Fix  Mattresses"  or  "Charcoal 
For  Sale"  or  "Home  Cooking"  or 
"Eyeglasses  Fixed."  A  black  market 
cab  driver,  guiding  his  battered  Sovi- 
et-made Moskvich  sedan  in  search  of 
tourists,  offers  a  visiting  American  his 
business  card.  And  his  father's  card. 
The  hack  is  an  unemployed  econo- 
mist, his  father  a  doctor  at  the  local 
clinic  who  makes  private  house  calls 
on  the  side. 

Until  very  recently,  anyone  who 
tried  to  make  a  living  this  way  courted 
arrest  by  Fidel  Castro's  secret  police. 
Now  that's  changing  as  Cuba's  econ- 
omy slowly  collapses.  "The  state  can't 
pay  for  anything  anymore,"  says  Pab- 
lo Lazo,  the  economist  turned  taxi 
driver.  "That's  why  they  let  us  work 
for  ourselves." 

As  1994  begins,  Fidel 
Castro  shows  no  sign  of 
stepping  down.  His  old 
friends  at  the  Kremlin  are 
now  out  of  office,  and  no 
one  in  Moscow  wants  to 
subsidize  Cuba  with  cheap 
oil  and  other  hard  currency 
goods.  But  Castro  has  a 
new  friend:  Washington, 
which  is  quietly  extending 
El  Presidente  Jefe  a  hand  by 
allowing  Cuba  to  earn 
some  of  the  hard  currency  it 
needs  to  pay  its  bills. 

The  U.S.  trade  embargo 
against  the  island  is  still  in 
force,  but  even'  week  about 
a  thousand  Cuban  exiles  flv 


to  Havana  directly  from  Miami  on 
charters.  Hundreds  more  fly  in  from 
Nassau,  Caracas,  Panama,  Mexico 
and  the  Dominican  Republic.  Their 
pockets  and  carry-on  bags  bulge  with 
greenbacks — to  help  grandma  buy  an 
apartment,  perhaps,  or  a  nephew  to 
launch  a  business.  Whatever  the  use, 
the  dollars  remain  in  Cuba,  adding  as 
much  as  $100  million  a  year  to  the 
island's  foreign  exchange  reserves. 

Even  more  important,  tens  of  thou- 
sands of  Cuban  citizens  are  now  al- 
lowed— nay,  encouraged — by  El 
Presidente  to  visit  the  U.S.  each  year, 
few  with  any  intention  of  defecting  or 
applying  for  asylum.  The  U.S.  State 
Department  reports  that  some 
27,000  Cubans  entered  the  U.S.  on 
temporary  visas  last  year,  with  85%  to 
90%  of  them  returning  after  a  few 
months.  Castro  milks  hundreds  of 
dollars  in  various  fees  from  each  of 
these  travelers.  Examples:  Mainland- 
bound  Cubans  must  fork  over  $100 
for  a  letter  requesting  an  exit  permit; 


K  1 

Havana's  parallel  economy 
Peso  stores  stock  mainly  shortages. 


Changing  pesos  for 
dollars  at  90  to  1 
Dollars  entitle 
shoppers  to 
bounty  at  one 
of  the  many 
"diplotiendas." 


$35  for  a  departure  fee;  another  $35 
for  a  reentn  fee — all  in  U.S.  dollars,  of 
course.  Figure  each  of  these  guest 
workers  returns  to  the  island  with 
most  of  what  he  or  she  makes  during 
the  visit.  Along  with  remittances  and 
food  shipments  from  permanent  ex- 
iles, Cuba's  overseas  community  is 
contributing  at  least  $500  million  a 
year  to  the  island's  economy,  accord- 
ing to  Antonio  Jorge,  an  economist  at 
Florida  International  University. 

Sometimes  Washington  puts  its 
foot  down.  Last  summer,  for  exam- 
ple, Havana  tried  to  saddle  every 
Cuba- bound    mainlander    with  a 
$100-a-day  hotel  package. 
The  U.S.  nixed  that,  but  it 
did  accede  to  Havana's  re- 
quest for  more  Miami-Ha- 
vana flights  per  week;  the 
number  is  now  up  to  nine. 
One  group  of  exiles  now 
charters    United  Airlines 
jets  into  Havana  with  Trea- 
sun's  permission. 

The  flood  of  Cubans 
coming  here  and  Ameri- 
cans going  there  is  lifting  a 
few  boats  in  Miami,  too. 
Spanish  language  newspa- 
pers like  Diario  Las  Ameri- 
cas are  filled  with  ads  from 
remittance  companies, 
travel  agencies  and  special 
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reight  forwarders,  all  licensed  by  the 
J.S.  Treasury  to  handle  food  ship- 
nents  to  Cuba.  What  was  once  merely 
i  "humanitarian"  loophole  in  Washi- 
ngton's trade  embargo  has  evolved 
nto  a  causeway  for  workers  and  dol- 
ars  across  the  Straits  of  Florida. 

Meet  Milton  Serret,  a  42 -year-old 
Jniversity  of  Havana  graduate  who 
led  Cuba  in  1980  in  the  Mariel  boat- 
ift.  He  now  owns  a  thriving  business, 
Huba  Paquetes,  that  sends  packages 
)f  food  and  other  goods  from  the 
vliami  area  to  Cuba;  the  Cuban  gov- 
■rnment  charges  a  $10  fee  for  every 
>ackage  sent. 

Since  Castro's  recent  decision  to 
lecriminalize  possession  of  U.S.  cur- 
ency,  Serret  has  established  a  new 
msiness:  handling  cash  remittances 
)ack  to  Cuba,  and  fees  for  Cubans' 
dsa  applications  and  extensions. 

A  check  for  $3,800,  made  out  to 
Hastro's  Cuban  Interest  Section  in 
Washington,  lies  on  Serret's  desk.  It's 
noney  Cubans  must  pay  the  Castro 
egime  each  month  to  extend  their 
'isas.  For  each  extension,  $135  goes 
o  the  Cuban  government,  $15  goes 
is  a  fee  to  Serret.  He  says  he  handles 
)etween  400  and  500  extensions  ev- 
:ry  month,  and  services  almost  twice 
hat  many  Havana- bound  passengers. 

"We'd  rather  send  tourists  than 
>ackages,"  Serret  says.  "It's  easier  to 


lilton  Serret 
(right)  at  his 
Cuba  Paquetes 
store  in  Hialeah 
Part  of  the 
dollars-to-Castro 
causeway  across 
the  Straits  of 
Florida. 


ship  five  planeloads  of  people  than  five 
tons  of  food,  and  we  make  more 
money."  Serret  went  home  three 
times  in  1993,  and  says  he's  ready  to 
invest  some  of  his  earnings  in  Havana 
real  estate,  as  soon  as  it's  legal. 

Now  that  it's  no  longer  illegal  for 
Cubans  to  hold  dollars,  Castro  is  dis- 
covering more  subtle  ways  than  arrest 
and  confiscation  to  capture  the  cur- 
rency. Until  last  summer  the  govern- 
ment's hard  currency  stores,  the  di- 
plotiendas,  were  restricted  to  tourists, 
diplomats  and  those  favored  by  the 
party.  Most  outlets  were  in  Havana  or 
the  beach  resorts.  Most  Cubans  try- 
ing to  enter  were  shooed  away. 

But  in  July,  the  diplotiendas  were 
opened  to  any  Cuban  with  dollars  to 
spend.  Dozens  of  dollar-shops  have 
opened  since  last  summer,  mostly  in 
residential  barrios,  and  they  are  huge 


retailing  successes.  At  the  Tecni- 
Tienda  store  on  Neptune  Street  in 
Old  Havana,  for  example,  300  shop- 
pers waited  outside  the  store  to  get  in. 
Inside,  Japanese  televisions,  Dutch 
beer,  Chilean  fruit  and  German  phar- 
maceuticals line  the  shelves. 

In  suburban  Miramar,  Comercial 
Cimex,  S.A.  has  opened  four  dollar- 
stores.  The  company  is  registered  in 
Panama,  but  in  fact  it's  a  50-50  joint 
venture  between  Mexican  and  Cuban 
partners.  Banamex,  Mexico's  biggest 
financial  conglomerate,  has  been  re- 
tained to  process  receivables  and  issue 
Banamex  Visa  cards. 

"We  do  about  3,000  shoppers  a 
day,  4,000  on  Saturdays,"  beams  one 
of  the  Miramar  store's  sales  managers. 
He  adds  that  the  average  sale  per 
customer  is  $15.  If  these  figures  are 
accurate,  then  Comercial  Cimex's 
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lour  outlets  will  gross  nearly  $70  mil- 
lion this  year.  Cuba's  foreign  ex- 
change agency,  Cubalse,  skims  a  1% 
"tax"  on  all  the  stores'  gross  sales. 

The  stores  capture  dollars  for  the 
dictatorship,  but  they  also  infuse  the 
neighborhoods  with  a  spirit  of  enter- 
prise. A  new  diplotienda  immediately 
spawns  a  line  of  black  market  taxis. 
Later  someone  will  rope  off  a  vegeta- 
ble plot  for  valet  bicycle  parking:  For  a 
couple  ot  centavos  an  attendant 
wheels  your  bike  into  the  rows  of 
cabbage  and  corn,  then  gives  you  a 
claim  check.  Within  a  week  strolling 
vendors  are  hawking  pork  sandwiches 
from  apron  pockets,  or  selling 
guayaba  cookies  from  a  tin  sheet. 

Few  Cubans  fear  a  backlash  from 
communist  hard-liners;  if  nothing 
else,  too  much  of  the  bureaucracy  has 
been  co-opted  by  capitalism.  From 
the  armed  forces,  whose  construction 
companies  build  the  new  tourist  ho- 
tels, to  the  Ministry'  of  Agriculture 
with  its  new  fruit-canning  partner- 


ships, the  government  knows  it  needs 
dollars  to  survive,  and  only  economic 
liberalization  can  provide  them. 

Even  the  purest  of  the  Communist 
Parry  politicians  have  a  stake.  Moram- 
bon,  a  pricey  restaurant  along.  I  la 
vana's  Embassy  Row,  is  run  by  the 
Poder  Popular,  Cuba's  legislature. 
Dollars  or  Banamex  Visa  accepted. 

What's  next?  Labor  reform. 

A  few  blocks  from  the  Cimex  store 
in  Miramar,  5 3 -year-old  Rene  Iz- 
quierda  owns  a  shop  where  he  fixes 
motors  and  overhauls  automobile 
parts.  He  is  a  newly  licensed  entrepre- 
neur who  paid  45  pesos  to  the  Comite 
Estatal  de  Finanzas  for  a  permit  to  ply 
his  trade.  Legally,  Cuba  still  does  not 
allow  one  man  to  "exploit"  another 
by  hiring  him,  but  in  his  shop  Iz- 
quierda  has  three  helpers,  all  trained 
mechanics  discharged  from  some 
bankrupt  ministry's  motor  pool.  The 
helpers  cannot  get  licenses  as  employ- 
ees, only  as  owners,  even  though 
Rene  founded  the  shop  and  pur 


chased  his  equipment. 

The  solution?  "Legally,  we  are  es- 
tablished as  a  cooperative,"  Izquierda 
explains.  "The  mucbacbos  pay  me  part 
of  their  earnings  as  rent  on  the 
machinery." 

Rather  than  repress  entrepreneurs 
like  Izquierda,  Cuba's  politicos  are 
reportedly  disappointed  at  the  rather 
small  number  (under  50,000)  who 
have  registered  for  licenses.  Unem- 
ployment could  cost  the  politicos 
their  jobs,  and  for  the  first  time  since 
Castro  came  to  power  there  is  wide- 
spread unemployment  in  Cuba;  the 
government  had  hoped  self-employ- 
ment would  pick  up  the  slack.  Rene 
Izquierda  predicts  that  to  save  their 
jobs,  the  politicians  will  soon  legalize 
the  unthinkable:  putting  his  mucha- 
cbos  on  the  payroll  and  giving  him 
power  to  hire  and  fire.  When  that  day 
arrives,  the  sky  will  be  the  limit  for 
Izquierda.  "With  so  many  old  things 
to  repair,"  he  smiles,  "there  is  plenty 
of  work."  sm 


Cuba  learns 

"Whkn  a  Cuban  doctor 
goes  overseas  he  knows 
medicine,  he  speaks  the 
language,"  Roberto  Ro- 
baina,  Cuba's  Foreign 
Minister  and  Fidel's  latest 
protege,  told  a  New  York 
audience  in  October.  "Our 
engineers  know  engi- 
neering. But  our  business- 
men still  have  to  learn  the 
words." 

Under  the  Castro  dic- 
tatorship, words  like 
"sales,"  "pricing"  and 
"profit"  were  practically 
banned  from  the  island's 
vocabulary  years  ago.  To 
reenter  the  20th  century, 
Cuba  is  looking  for  people 
to  teach  it  business,  and 
has  promulgated  a  liberal 
foreign  investment  code 
to  bring  them  in.  Most  new 
ventures  are  49%  foreign-, 
51%  Cuban-owned  part- 
nerships. While  it's  legal 
to  hire  and  fire  workers,  it's 
difficult  in  practice. 

However,  there  are  no 


restrictions  on  repatriating 
profits.  Foreign  business- 
men must  open  dollar  ac- 
counts at  a  Cuban-owned 
bank,  but  are  free  to  sub- 
contract goods  or  services 
from  abroad.  U.S.  firms  are 
welcome,  but  their  par 
ticipation  would  be  illegal 
under  Washington's 
trade  embargo  against  the 
island. 

At  Havana's  new 
Chamber  of  Commerce,  a 
Forbes  reporter  chatted 
with  businessmen  from 
Canada,  France  and 
Spain.  Britain's  Burmah 
Castrol  Croup,  through 
its  Dutch  subsidiary,  has 
entered  a  joint  venture 
with  Cupet,  the  state  oil 
monopoly,  using  excess 
Cuban  refining  capacity  to 
process  lubricants  for  sale 
in  the  Caribbean.  The  joint 
venture's  green-and 
white  "Castrol"  logo  is  be- 
coming as  familiar  as  Fi- 
del Castro's  beard. 

Israel,  whose  expertise 
in  agriculture  is  particularly 


cherished  by  Cubans,  has 
a  presence.  Says  Sergio 
Meisler  of  GBM,  a  Haifa- 
based  citrus  company  that 
has  invested  $22  million 
to  grow  and  market  Cuban 
grapefruit:  "They  want 
us  for  finance,  technology 
and  markets — in  other 
words,  Europe."  Sold  un- 
der the  brand  name  Cu- 
banita,  GBM's  fruit  com- 
petes head-on  with  Is- 
rael's Jaffa  brand  on  shelves 
from  Portugal  to  Swe- 
den. "Back  in  Israel  they 
want  to  kill  me,"  Meisler 
says  with  a  laugh. 

Another  newcomer  is 
Caribgold  Resources. 
Based  in  Toronto,  it  is  a 
mining  venture  jointly  run 
with  Geominera,  S.A.,  a 
corporation  belonging  to 
Cuba's  Ministry  of  Basic- 
Industry.  Caribgold's  only 
business  is  mineral  explo- 
ration, primarily  gold,  in 
Cuba,  with  over  5,500 
square  kilometers  of  con- 
cessions in  four  Cuban 
provinces.  Geominera  put 


up  the  sites,  Caribgold 
put  up  the  cash — about 
$1 .5  million  this  year. 
The  two  parties  split  the 
profits,  if  any. 

Although  Caribgold 
has  yet  to  sink  a  drill  bit, 
speculation  on  its  pros- 
pects has  driven  its  share 
price  from  $2.17  in  Octo- 
ber, when  it  began  trading 
in  Canada,  to  $4.13  to- 
day. U.S.  citizens  buying 
shares  of  Caribgold 
would,  technically,  be  in- 
vestors in  Cuba,  too,  and 
so  in  violation  of  the  em- 
bargo. But  given  Wash- 
ington's lax  attitude  toward 
the  dollars  flowing  to 
Cuba  (sec  story),  it's  unlike- 
ly anyone  at  the  Treasury 
would  care. 

"The  signal  I  receive  is 
the  Cubans  are  open  for 
business,"  says  Caribgold 
Chairman  Paul  Zyla. 
"They  don't  want  taxes 
and  regulations  to  impede 
business,  they  want  in- 
vestment." Cuba  is 
learning.  -J.M.  Bl 
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It  uses  sunlight  to  cool  you. 
Air  to  protect  you. 
And  its  always  thinking  of  you. 


The  Mazda  929 


In  a  category  of  automobile  where         the  929  also  offers  the  unflustered  performance  that 


the  machine  so  often  selfishly  monopolizes  the  attention,  discerning  drivers  expect  from  a  fine  car.  The  engine, 

there  is  one  luxury  sedan  that's  surprisingly  sensitive  to  with  193  horsepower,  is  generous.  And  the  suspension 

the  needs  of  iis  driver.  S3  The  Mazda  929.  S3  Thanks  to  thoughtfully  adapts  to  cope  with  the  alternating  demands 

an  available  Solar  Powered  Ventilation  System  that  helps  of  monotonous  interstate  or  treacherous,  serpentine 

cool  the  cabin  while  it's  parked,  the  929  makes  you  feel  back  roads.  S3  So  before  you  purchase  a  luxury  sedan,  we 

welcome  from  the  moment  you  get  in.  S3  Driver's-  and  urge  you  to  give  some  serious  thought  to  the  Mazda  929. 

passengers-side  air  bags  are  ready  to  help  protect  you  on  After  all,  it  would  do  the  same  for  you. 


the  road.  S3  Why,  it  even  remembers  to  defog  the  windows 


when  you  turn  on  the  windshield  wipers.  S3  Of  course, 


It  Just  Feels  Right; 


Standard  featura  indude  a  24-hour  Roodsiiii'  Assistance  Program.  4-wheel  disc  brakes  uiith  Anti-lock  Brake  System  (ABS),  30L,  DOHC.  24-valve  V6  engine,  automatic  climate  control,  pou'er  moonroo/dmi  a  36-montfi/ 
50,000-mi/e.  no-deduclible.  "bumper-to-bumper"  limited  warranty  See  dealer  fur  limited- warranty  details  For  a  free  brochure  on  the  929  or  any  new  Mazda,  call  I-800-639-'000  ©  1994  Mazda  Motor  0/ America.  Jnc 


1 


1  .fc 


I 


f.  f 


%  9 


You're  moving  a  $2  billion  portfolio  through  11  markets  in  11  days. 
And  you  have  zero  room  for  error. 


You've  had  a  lot  of  experience  in  managing  global 
portfolios,  but  when  your  company  merged  with  two 
others,  they  handed  you  a  $2  billion  headache. 


Twenty-three  portfolios,  three  strategies  and  less      most  unexpected  thing. 


Not  a  task  for  an  ordinary  trading  firm. 
That's  why  you  began  by  holding  a  competitior 
for  the  assignment.  And  hired  the  firm  that  did  the 


than  two  weeks  to  rationalize  and  reinvest  them. 


Instead  of  coming  to  you  with  a  marketing 


Chicago  Franklun  Hong  Kong  London  Los  Angeles 


Luxembourg  Madnd  Melbourne  Milan  New  York 


1  * 

Morgan  Stanley  is  a  registered  service  mark  of  Morgan  Stanley  Group  Inc 


mentation  and  a  troop  of  people,  they  brought  you  a 
ution.  A  computer-designed  model  outlining  a  plan 
■  the  entire  deal. 

Trades  broken  down  into  manageable  pieces  that 
>uld  float  through  the  markets  unnoticed.  Hedges 


in  place  at  every  turn.  Every  transaction  accounted  for. 
With  no  cash  balances  at  the  end  of  each  day. 

And  a  complete  pricing  breakdown  —  for  you 
to  sign  off  on  and  for  them  to  live  up  to. 

You  know  they'll  come  through. 

MORGAN  STANLEY 


San  Francisco 


Seoul 


Singapore 


Taipei 


Tokyo 


Toronto 


Zurich 


its  amazing  how  little 
damage  a  fire  will 
do  when  it's  contained 
in  this  small  area. 


A  CASE  IN  POINT:  FOR  CLOSE  TO  TWO 
decades  our  scientists  have  developed 
sophisticated  computer  models  that  create 
simulated  fires  in  a  given  environment.  These 


modeta  analyze  a  range  of  probabilities, 
No      >  REacjLv  KNOWS  at  WHAT  PRECISE      determining  the  likelihood  of  a  particular 
point  fire  was  first  discovered.  But  for  the  sake  of     event  occurring,  and  the  impact  of  the 


argument;  we'll  assume 
it  didn't  take  much 
longer  to  discover  how 
destructive  it  can  be. 
Generations  have 


available  protection  alternatives. 
They  also  evaluate  potential 
routes  the  fire  may  take  and  the 
effects  of  heat  and  smoke.  All  on  & 
computer  screen  no  larger  than  this 


been  trying  to  understand  fire,  to  control  its  page.  All  without  ever  having  to  fghite  a  fire, 
potential,  and  to  minimize  the  damage  it  can  OBVIOUSLY,  THIS  EFFORT  HAS 

cause  to  property.  Which  is  why,  throughout  our  helped  us  better  evaluate  fires, 

history,  we've  worked  to  understand  the  effects  More  important,  the  process  has 

of  fire  through  our  partnership  with  Factory  helped  us  further  understand  each  of  our  cus- 


Mutual  Engineering  &  Research. 


tomefs  and  to  create  cost-effective  solutions  tai- 


WHILE  BEST  RECOGNIZED  FOR  LARGE-SCALE  lored  to  each  particular  business, 
fire  testing,  we  have  also  worked  for  well  over  We  BELIEVE  AN  INSURANCE  COMPANY  SHOULD 

a  century  developing  new  technologies  to  do  more  than  just  insure  your  property.  So  we  do 

control  fire  and  help  our  customers  reduce  its  everything  in  our  power  . to  help  prevent  losses, 


damaging  effects.  It  is  an  effort  that 


V 


minimize  damage  from  them,  and 


has  resulted  in  countless  innovations,  ?•*  .^^sfcs  us=ss*3        eliminate  the  disruptions  they  can  cause. 


«  I  4y4»  ^l & N D A  I  E  I  NSVR  A-NCf  .  P.O.  BOX  7  500,  JOHNSTON,  R^ODE  I  S LAND,  O29I9. 


es  the  price  of  oil  hovers  at  a  20-year  low, 

le  big  oil  companies  are  struggling  to  keep  from 

ecoming  obsolete.  They  won't  all  succeed. 

History  is  full  of  giants 
that  failed  to  adapt" 

y  Toni  Mack,  James  R  Norman,  Howard  Rudnitsky  and  Andrew  Tanzer 


ITTERING    CALIFORNIA'S  LUSH  San 

>aquin  Valley  near  Bakersfield  are 
lousands  of  idled  pumps  and  steam 
lits  that  used  to  draw  tarry  oil  out  of 
le  ground.  But  after  spending  bil- 
3ns  of  dollars  in  the  1980s  to  install 
earn  equipment  on  these  heavy-oil 
jlds,  Atlantic  Richfield,  Shell,  Mo- 
1,  Chevron,  Texaco  and  the  other 


companies  operating  in  the  valley  get 
only  around  $9  a  barrel  for  the  sticky 
petroleum.  For  many  of  them,  that's 
at  or  below  their  operating  costs.  A 
recent  study  shows  that  60%  of  the 
wells  here  now  run  in  the  red.  "They 
made  a  big  mistake,"  says  local  oilman 
Harvey  L.  Bryant,  of  Big  Oil's  San 
Joaquin   spending   in   the  1980s. 


"They're  losing  their  ass." 

Bryant's  still  got  his  backside, 
thanks  to  the  fact  that  his  costs  are 
lower  than  those  of  the  majors.  But 
even  his  little  Berry  Petroleum  Co. 
($109  million  in  1992  sales)  has  been 
forced  to  close  200  of  its  1,300  wells 
since  October  because  of  falling 
prices.  His  110  workers,  down  from 

Idled  heavy-oil 
pumping  unit 
in  California 
The  majors 
have  gambled 
billions  on 
such  costly 
production— 
and  lost. 
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Adjusted  for 
inflation,  oil 
prices  are  back  to 
the  low  level 
they  were  at 
before  the  first 
Arab  oil  embargo 
in  1973. 


Real  oil  prices  are  back  to  old  levels 

U.S.  crude  oil  average  annual  wellhead  price 
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150,  took  a  10%  pay  cut  and  got  no 
Christmas  bonus  for  the  first  time  in 
20  years.  His  shareholders  took  a  one- 
third  dividend  cut.  Berry's  stock  fell 
to  8  from  14V4  last  year. 

The  problem,  for  oil  companies  big 
and  small,  is  simple:  The  world  is 
awash  in  oil  and  demand  isn't  grow- 
ing. Counting  the  former  Soviet 
Union,  world  oil  consumption  last 
year  fell  0.3%,  to  66.7  million  barrels  a 
day.  Determined  to  maintain  its  mar- 
ket share,  Saudi  Arabia,  the  swing 
producer  that  sets  the  marginal  price 
of  crude,  has  kept  on  pumping  out  8 
million  barrels  a  day — 12%  of  world 
consumption. 

Total  output  from  the  Organiza- 
tion of  Petroleum  Exporting  Coun- 
tries is  about  25  million  barrels  a  day, 
about  what  it  was  in  1972.  But  two 
decades  of  massive  investment  by  oil 
companies  in  non-OPEC  countries, 
such  as  Britain  and  Australia,  has 
brought  a  rising  tide  of  production, 
from  the  Far  East  to  the  North  Sea  to 
the  Gulf  of  Mexico. 

Last  year  oil  supply  exceeded  world 
demand  by  about  half  a  million  barrels 
a  day,  swelling  inventories.  And  that's 
not  counting  up  to  3  million  barrels  a 
day  of  Iraqi  crude  waiting  to  come  to 
market. 

After  hovering  around  $  1 8  a  barrel 
since  die  end  of  the  1991  Gulf  w  ar, 
benchmark  crude  prices  dove  in  No- 
vember to  below  $15;  adjusted  for 
inflation,  oil  now  sells  for  what  it  did 
in  1973  (see  chart,  above).  That's  par- 
ticularly devastating  to  the  big  oil 
companies  because  so  much  of  the 


'80 


'85  '90  '93* 

Source:  American  Petroleum  Institute 


investment  on  their  books  was  made 
based  on  oil  prices  $3  to  $4  higher 
than  reality.  Falling  prices  have  made 
a  mockery  of  much  of  the  oil  indus- 
try's elaborate  exploration  projects. 
The  oil  industry  carefully  monitors 


the  net  present  value  of  the  cash  flow 
from  reserves  found,  measured 
against  the  dollars  spent  to  find  them. 
If  the  discounted  future  net  cash  flows 
from  those  reserves  are  less  than  what 
a  company  has  spent,  then  that  com- 
pany hasn't  spent  its  owners'  money 
well — unless  oil  prices  rise  and  the 
reserves  become  more  valuable. 

By  the  measure  of  spending-to- 
reserve-values,  most  of  the  big  oil 
companies  aren't  doing  very  well. 
Houston's  Sterling  Consulting 
Group,  which  does  competitive  anal- 
ysis, figures  that  from  1988  to  1992 
only  three  of  the  top  eight  U.S.  inte- 
grated oil  companies — Phillips,  Tex 
aco  and  Unocal — found  more  than 
$1  worth  of  reserves  for  every  dollar 
spent  on  exploration,  development 
and  acquisitions,  not  including  re- 
serve revisions.  The  other  five — Arco, 
Chevron,  Amoco,  Exxon  and  Mo- 
bil— each  found  less  than  $1  worth  of 
reserves  for  every  $1  they  spent  look- 
ing. Exxon  found  73  cents  on  the 


Retail  station  in  Singapore 

A  bright  spot  is  the  Far  East,  where  oil  and  gas  consumption  is  rising  about  6%  a  year. 
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pilar,  Mobil  just  68  cents — and 
Jhese  figures  were  calculated  before 
fie  latest  oil  price  drop,  when  crude 
vas  still  $18  a  barrel.  At  $16  a  barrel 
fiose  ratios  look  even  worse.  Most 
:ompanies  include  revisions,  which 
nake  their  numbers  look  better. 

Case  in  point:  the  Hibernia  project 
jffshore  Newfoundland,  first  discov- 
:red  in  the  late  1970s  when  oil  prices 
vere  peaking.  There,  Mobil,  Chev- 
on,  Murphy  Oil,  Petro-Canada  and 
he  Canadian  government  are  on  the 
look  for  maybe  $4  billion  by  the  time 
t  comes  on  stream  in  1997. 

The  600-million-barrel  develop- 
nent  can  break  even  at  under  $  1 5  oil, 
he  partners  claim.  But  skeptics  see 
>nly  minimal  profits  at  anything  tin- 
ier $20.  Which  is  about  all  it  can 
:xpect.  "For  the  foreseeable  future," 
ays  Amoco  Chairman  H.  Laurance 
■•uller,  "we  expect  the  real  price  to 
emain  near  and  sometimes  below 
>20  a  barrel,  and  downstream  mar- 
gins to  be  fiat." 

Robert  O.  Anderson,  76,  the  ven- 
rable  founder  of  Arco,  is  even  more 
>earish:  "There's  no  question  oil  is  a 
unset  industry,"  says  Anderson, 
land  the  sun  is  down." 

Judged  by  their  ability  to  increase 
iquidation  values  over  the  last  five 
ears,  the  oil  majors  have  turned  in 
videly  different  results  (see  chart, 
•ight).  According  to  Kurt  Wuiff  of 
^lcDep  Associates  Inc.,  who  special- 
zes  in  oil-company  breakup  values, 
loyal  Dutch/Shell  Group  was  the 
>est  of  the  bunch.  Its  asset  base, 
ncluding  refineries,  tankers  and  fili- 
ng stations,  grew  in  value  by  half 
British  Petroleum,  by  contrast,  added 
lmost  nothing  to  its  asset  base. 

Moreover,  at  current  oil  prices, 
ome  companies  may  be  worth  less 
han  their  reported  assets.  These  com- 
>anies  face  writeoffs.  Salomon  Broth- 
rs  analyst  William  Randol  says  all  the 
nternational  oils  are  candidates  to 
ake  big  charges  against  their  oil  and 
;as  reserves  if  prices  linger  at  these 
evels. 

Like  most  sunset  industries,  the  oil 
msiness  is  woefully  overcapitalized, 
rhere's  too  much  money  chasing  too 
ew  good  deals.  As  evidence:  The 
najor  oil  companies  chronically 
arned  less  than  their  cost  of  capital, 
•till,  their  massive  cash  flows  from  old 
nvestments  let  them  pay  fat  and 


growing  dividends,  and  plow  yet 
more  billions  into  marginal  projects. 

Lower  prices  now  create  an  epic 
challenge  for  the  big  oil  companies. 
There's  a  frantic  scramble  to  cut  costs, 
improve  efficiency  and  focus  in  on 
only  the  most  profitable  investments. 
Not  all  will  make  the  grade.  As  Amo- 
co's  Fuller  warned  his  senior  execu- 
tives last  year:  "From  the  British  Em- 
pire to  the  Pickett  Slide  Rule  Co., 
history  is  full  of  giants  that  failed  to 
adapt." 

Fuller  is  trying  hard  not  to  be  a 
fallen  giant,  but  it's  an  uphill  battle.  In 
the  late  1980s  Amoco  made  two 
multibillion-dollar  bets:  one  on 
North  American  natural  gas,  the  oth- 
er on  searching  for  oil  in  100  coun- 
tries around  the  world.  But  gas  prices 
stayed  low  until  this  past  year,  and 
abroad,  Amoco  found  precious  little 
oil.  So  Fuller  is  narrowing  the  over- 
seas search  to  some  25  countries  and 
cutting  foreign  exploration  and  pro- 
duction spending  to  $1.3  billion, 


Source:  McDep  Associates  Inc. 

down  10%  from  last  year's  level. 

In  the  belief  that  smaller  companies 
do  a  better  job  of  controlling  costs, 
Fuller  has  chopped  the  U.S.  and  Ca- 
nadian production  operations  up  into 
ten  regions,  with  the  hope  that  each 
unit  will  act  more  like  a  hungry  entre- 
preneur. Result:  One  Denver  unit  has 
roughly  tripled  its  operating  profit  to 
$300  million  since  1991. 

Exxon  has  been  taking  a  different 
approach.  Convinced  that  it's  now 
cheaper  to  buy  reserves  on  Wall  Street 
than  to  drill  for  them  in  some  far-off 


land,  Exxon  Chairman  Lee  Raymond 
and  his  predecessor,  Lawrence  Rawl, 
drastically  cut  Exxon's  exploration 
and  production  spending,  from  about 
$7.5  billion  in  1985  to  $5.2  billion  in 
1992.  Exxon  has  used  much  of  the 
cash  flow  that  used  to  go  for  drilling 
to  boost  the  dividend  (up  69%  since 
1985 )  and  to  buy  back  stock,  thereby 
increasing  the  company's  reserves  per 
share.  Since  1982  Exxon  has  bought 
back  some  350  million  shares,  28%  of 
its  stock  outstanding,  for  about  $17 
billion.  This  is  almost  equivalent  in 
reserves  per  share  to  taking  over  Arco 
or  Texaco,  at  1 5%  less  than  Exxon  has 
been  spending  to  find  oil  or  gas  with  a 
drill  bit. 

Exxon's  total  capital  spending  bud- 
get is  still  running  at  $8  billion  a  year. 
But  much  of  this  is  for  refining  and 
marketing  investments.  For  now,  Ex- 
xon seems  content  mainly  to  live  off 
its  massive  reserves  equivalent  to  13.4 
billion  barrels  of  oil. 

Like  most  of  the  majors,  some  of 

Despite  weak 
prices,  some 
companies  have 
done  better 
than  others  in 
improving  their 
asset  base  values. 


Exxon's  biggest  bets  for  the  future  are 
on  natural  gas  rather  than  oil.  Exxon 
and  Royal  Dutch,  for  instance,  are 
embarked  on  a  multibillion-dollar 
partnership  to  export  liquefied  natu- 
ral gas  from  Venezuela. 

Long  burned  off  at  the  wellhead  as 
a  nuisance  by-product  to  get  at  the 
oil,  natural  gas  is  easier  to  find  than  oil 
and  it  is  cleaner  to  burn.  Thanks  to 
improved  turbines,  natural  gas  now 
competes  with  coal  for  electric  gener- 
ation. And  as  pipeline  networks  and 
lng  terminals  are  built  to  move  it,  the 
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price  of  natural  gas  has  risen.  It  used 
to  sell  for  about  half  the  price  of  oil  on 
a  Btu  basis.  But  from  an  average  U.S. 
wellhead  price  of  $1.64  per  thousand 
cubic  feet  in  1991,  March  gas  futures 
have  risen  to  a  recent  $2.41,  roughly 
equal  to  the  Btu  price  of  oil. 

Another  major  focusing  on  gas  is 
Mobil,  which  plans  a  massive  LNG 
project  for  one  of  the  world's  largest 
gas  fields,  offshore  Qatar.  But  to  make 
decent  returns  on  natural  gas — or 
anything  else — Mobil  needs  to  cut  its 
overhead.  Like  most  of  the  majors,  as 
recently  as  the  late  1980s  Mobil  had 
two  viable  jobs  for  eveiy  five  employ- 
ees. "That  deep  bench  is  a  luxury 
these  companies  can  no  longer  af- 
ford," says  oil  analyst  Fadel  Gheit,  a 
former  Mobil  employee. 

Mobil's  outgoing  chairman,  Allen 
Murray,  seems  to  agree.  Since  1988 
he  has  gotten  rid  of 8,000  employees, 
an  11%  reduction,  and  has  sold  over 
$6  billion  of  assets.  Murray's  succes- 
sor, Lucio  Noto,  a  tough,  impatient 
former  head  of  Mobil's  Saudi  opera- 
tions, is  likely  to  continue  Murray's 
cost-cutting  ways. 

Just  how  far  out  of  whack  Mobil's 
cost  structure  has  been  can  be  seen  in 
its  sale  of  aging  Texas  oil  and  gas  fields 
to  independent  Parker  &  Parsley  Pe- 
troleum Co.,  of  Midland,  Tex.,  in 
1991  for  $130  million.  But  P&r's 
lower  costs — mainly  fewer  people  be- 
ing paid  less — have  allowed  it  to  drill 
450  new  wells  and  double  production 
to  9,000  barrels  a  day. 

Another  company  that's  betting 
heavily  on  gas  is  Unocal.  Despite 
struggling  to  pay  down  the  $5  billion 
debt  that  it  incurred  to  recapitalize 
itself  to  fend  off  raider  T.  Boone 
Pickens  in  1985,  Unocal  has  plowed 
much  of  its  free  cash  into  U.S.  gas 
plays  since  1990.  Last  year  natural  gas 
production  rose  sharply,  just  as 
gas  prices  were  beginning  to  climb. 

The  industry's  top  ten 

Five-year  return  is  stock  price  change  plus 
reinvested  dividends.  Reserves  are  in  billions  of 
barrels  of  oil  equivalents  (J.  S.  Herold,  Inc.). 
Production  replacement  is  average  1988-92, 
including  acquisitions  and  divestitures 
(Wertheim  Schroder  &  Co.).  Value  added  is 
1988-92  average  net  present  value  of  reserve 
additions  with  acquisitions,  no  revisions  (Sterling 
Consulting  Group).  NA:  Not  available.  'Net  of 
British  withholding  taxes.  2Royal  Dutch 
Petroleum  Co. 


"It  couldn't  have  come  at  a  better 
time,"  says  Unocal  Chairman  Bach 
ard  J.  Stegemeier. 

To  fund  all  these  new  projects  the 
majors  are  selling  their  dogs.  Exam 
pie:  Texaco  plans  to  sell  its  marginally 
profitable  petrochemicals  operation 
for  $1  billion  and  has  sold  2,800 
producing  properties  in  the  past  two 
years  for  $200  million.  "We  can  take 
money  out  of  those  assets,"  says  Vice 
Chairman  Allen  Krowe,  "and  invest 
them  at  much  greater  returns." 

Where  is  that?  Texaco  and  Mobil 
have  teamed  up  to  go  after  a  poten- 
tially  huge  gas  play  offshore  Russia's 
Sakhalin  Island,  north  of  Japan. 

Even  $96  billion  (net  sales)  Royal 
Dutch/Shell,  whose  18-billion-bar- 
rel  reserve  base  is  larger  than  Exxon's, 
has  continued  to  explore  aggressively 
for  oil.  Royal  Dutch  is  able  to  do  this 
largely  because  of  its  tradition  of 
tightfisted  cost  controls  and  superior 
technology,  which  have  enabled  it  to 
keep  its  ten-year  average  finding  costs 
down  to  about  $3.30  a  barrel,  one- 


third  less  than  Exxon's  cost. 

Downstream,  Royal  Dutch  is  well 
positioned  in  the  booming  Asian  mar- 
ket, growing  at  about  6%  a  year.  It  is 
second  in  Asia  only  to  the  Chevron/ 
1  exaco  Caltex  partnership  in  sales. 

Arco,  on  the  other  hand,  seein^  to 
be  retreating.  It  has  decided  that  in 
the  new  world  of  cheap  oil,  it  no 
longer  pays  to  be  a  monolith  among 
nimble,  efficient  independent  oil 
companies.  So  Chairman  Lodwrick 
Cook  has  reorganized  Arco  into  six 
pieces:  West  Coast  refining  and  mar- 
keting tied  to  its  Alaskan  crude;  over- 
seas exploration;  and  four  U.S.  pro- 
duction units.  The  largest  is  a  $1.1 
billion  (sales)  operation  dubbed  Vas- 
tar  Resources.  Last  month  Arco  filed 
to  sell  about  17%  of  Vastar's  stock  to 
the  public.  The  split  has  already  yield- 
ed perhaps  $130  million,  80  cents  a 
share,  in  savings. 

Still  playing  catch-up  is  giant  Brit- 
ish Petroleum,  bp,  which  became 
grossly  overstaffed  during  its  decades 
of  state  ownership,  diversified  wildly 


CEO:  H.  Laurance  Fuller 

Recent  price  $53.75 

Yield  4.1% 


5-yr  return. 


Reserves  

5-yr  production  replacement  _ 
Reserve  life  (years)  - 


Reserve  value  added  per  $1  spent  

mam  Lots  of  U.S.  natural  gas. 
IfllliLiM  Little  overseas  growth  exposure. 


73.4% 

_  5.2 
103% 

_10.7 
$0.79 


Atlantic 
Richfield 


CEO:  Lodwrick  Cook 
Recent  price -$110.50 
Yield  5% 


5-yr  return . 


Reserves  

5-yr  production  replacement. 
Reserve  life  (years)  - 


Reserve  value  added  per  $1  spent 


64.6% 

_  4.1 
_  97% 
_  11.1 
$0.99 


liiUM  Cutting  costs,  breaking  into  6  parts. 
UilkHlkl  Declining  Alaskan  production. 


Mobil 


Mobil 


CEO:  Lucio  Noto 

(3/1/94) 

Recent  price  $81 

Yield  4.2% 

5-yr  return  119.4% 


_  5.8 

,96% 


Reserves  

5-yr  production  replacement  

Reserve  life  (years)  10.4 

Reserve  value  added  per  $1  spent  $0.68 

IJ  W  Improved  refining,  good  Far  East  exposure. 
MIMH  Overall  costs  still  high. 


Phillips 
Petroleum 


CEO:  C.J.  Silas 

Recent  price  $29.50 

Yield  3.8% 


5-yr  return 


82.4% 

 2.0 

 129% 

  11.2 

Reserve  value  added  per  $1  spent  $1.29 

Production  should  rise  by  8%  by  1996. 
LMIlI'KI  Mediocre  refining,  North  Sea  problems. 


Reserves  

5-yr  production  replacement _ 
Reserve  life  (years) . 
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id  went  heavily  into  debt.  In  the  past 
ve  years  it  has  slashed  its  employee 
aunt  by  24%,  to  97,650.  That's  still 
ir  too  high:  Exxon,  with  twice  the 
avenues,  has  about  the  same  number 
f  workers,  bp's  profits  per  employee 
*e  one-fourth  Exxon's. 

Perhaps  no  oil  company  has  im- 
roved  more  than  $32  billion  (net 
lies)  Chevron.  But  then,  none  was  as 
>\v  in  profitability. 

Chevron  Chairman  Kenneth  Derr 
as  had  to  cope  with  declining  re- 
:rves  and  leftover  digestive  problems 
om  swallowing  Gulf  Corp.  for 
13.3  billion  in  1984.  With  the  bene- 
t  of  hindsight,  Gulf  was  arguably  a 
:rrible  deal.  But  Derr,  who  took  over 
-hevron's  top  job  in  1989,  has  been 
oing  well  with  the  hand  he  was  dealt, 
•err  lately  has  built  foreign  produc- 
on  and  last  year  entered  into  a  major, 
•ng-term  joint  venture  to  develop 
azakhstan's  huge,  6-billion-barrel 
engiz  oilfield. 

Derr  has  also  unloaded  1 ,600  mar- 
inal  oil  and  gas  properties  and  sold 


off  chemical  plants  and  other  assets 
for  $3.8  billion.  Now  on  the  block  are 
two  of  its  oldest  refineries,  at  Port 
Arthur,  Tex.  and  Philadelphia. 

Since  1991  Derr  has  wrung  out 
$1.1  billion  of  operating  costs  by 
eliminating  7,500  jobs,  or  14%  of 
Chevron's  work  force.  And  Derr  also 
plans  another  $300  million  in  cost 
cuts  this  year. 

"We  are  viable  at  $15  oil,"  says  the 
57-year-old  Derr  with  relief:  "I 
wouldn't  have  said  that  two  years  ago. 
Our  costs  were  too  damn  high." 
That's  another  reason  Chevron's 
earnings  from  operations  last  year 
rose  38%.  Still,  each  $1  decline  in  oil 
prices  costs  Chevron  about  $145  mil- 
lion in  cash  flow,  or  45  cents  a  share; 
current  prices  are  $3  lower  than  the 
$18.50  Derr  expected  for  this  year. 

An  obvious  question:  If  Chevron  is 
viable  at  $15  oil,  will  it  be  wildly 
profitable  if  oil  simply  moves  back  up 
to  the  $20  level?  More  profitable,  yes. 
Wildly  profitable,  no.  A  recent  tabula- 
tion by  CS  First  Boston  indicated  that 


Chevron's  earnings  per  share  would 
increase  by  8%  for  each  dollar-a-barrel 
increase  above  the  current  level. 

There  is  more  oil-price  leverage  in 
British  Petroleum,  cs  First  Boston 
estimates  that  bp's  earnings  per  share 
would  increase  17%  for  ever}'  $1  rise 
in  the  price  of  oil.  But  the  First  Boston 
estimates  are  before  the  offsetting  ef- 
fects on  refining,  marketing  and  pet- 
rochemical operations. 

Most  oilmen  agree  on  one  thing: 
The  best  refining  and  marketing  op- 
portunities are  in  Asia.  Refining  ca- 
pacity there  is  already  tight  at  14 
million  barrels  a  day,  resulting  in  prof- 
it margins  of  over  $3  per  barrel  re- 
fined— triple  those  on  the  U.S.  Gulf 
Coast.  Projected  addition  of  4  million 
barrels  a  day  of  new  capacity  by  1998, 
costing  an  estimated  $45  billion, 
would  still  leave  a  shortfall. 

"Everybody  is  licking  his  chops 
over  those  returns,"  says  Thomas 
Manning,  vice  president  with  refinery 
consultants  Purvin  &  Gertz.  But 
Manning  worries  that  the  huge  flood 


British 
Petroleum 


Group  CEO:  David  Simon 

Recent  price  $68.25 

Yield1  2.3% 


5-yr  return . 


5-yr  production  replacement - 
Reserve  life  (years) . 


63.2% 

— .  6.1 
-89% 
_  12.3 
 NA 


Reserve  value  added  per  $1  spent  

i^lkg  Cutting  costs  and  debt,  production  rising. 
MIWH  Little  U.S.  natural  gas. 


Chevron 


Reserves . 


5-yr  production  replacement 
Reserve  life  (years) 


CEO:  Kenneth  Derr 

Recent  price  $93.38 

Yield  4% 

5-yr  return  137.5% 

 4.5 

 82% 

 8.7 


Reserve  value  added  per  $1  spent 


$0.80 


UliKM  Promising  oil  play  in  ex-Soviet  Union. 
L'llk'UKI  Short-life  reserves,  trying  to  sell  refineries. 


Exxon 


E^ON 


CEO:  Lee  R.  Raymond 

Recent  price  $66.50 

Yield  4.3% 


5-yr  return . 


Reserves  

5-yr  production  replacement  . 
Reserve  life  (years) - 


81.3% 
-13.4 


Reserve  value  added  per  $1  spent  _ 
IJUKM  Deep  pockets,  dividend  hikes. 
li'ilk'UKi  Less  spending  could  shrink  reserves. 


_94% 
.  13.6 
$0.73 


Royal  Dutch/ 
Shell  Group 


Chairman:  C.  Herkstroter 

Recent  pricez  $110 

Yield1.!  3.7% 


5-yr  return^ 


5-yr  production  replacement . 
Reserve  life  (years)  - 


137.2% 

_18.0 
_  144% 
_  14.7 
 NA 


Reserve  value  added  per  $1  spent  

JUM  Strong  in  Far  East,  rising  production. 
fillEUM  Losing  money  on  chemicals. 


Texaco 


CEO:  Alfred  DeCrane  Jr. 

Recent  price  $67.63 

Yield  4.7% 

5-yr  return  64% 

Reserves  3.7 

5-yr  production  replacement  69% 

Reserve  life  (years)   9.2 


Reserve  value  added  per  $1  spent 


$1.09 


EUCT  Production  should  rise  11%  by  1998. 
1,'jjkM'KI  Capital  spending  will  have  to  rise  20%. 


Unocal 

■iiH^i, 
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CEO: 

Richard  J.  Stegemeier 

Recent  price  $29.38 

Yield  2.7% 


5-yr  return . 


Reserves  

5-yr  production  replacement. 
Reserve  life  (years) 


67.3% 
_  1.9 


_  115% 
_  10.3 
_$1.40 

Production  should  rise  15%  by  1998. 
IfillMlM  Big  outlays  to  refit  West  Coast  refineries. 


Reserve  value  added  per  $1  spent 
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Big  Oil 


of  capital  into  the  region  will  create  a 
refinery  glut  by  the  end  of  the  decade. 
"There  has  to  be  a  day  of  reckoning 
some  time,'''  he  says. 

The  risk  of  overinvestment  contin- 
ues to  haunt  this  business.  Asian  mar- 
kets there  are  already  dominated  by 
state-run  companies,  or  by  the  Chev- 
ron/Texaco Caltex  partnership,  Roy- 
al Dutch/Shell  or  third -place  Exxon, 


trailed  by  Mobil  and  British  Petro- 
leum. Any  newcomers  could  face  gar- 
gantuan costs  for  refineries  and  retail 
stations.  Ifhistory  is  any  guide,  the  oil 
industry  is  likely  to  stampede  into  that 
region  in  a  herd  that  will  leave  the 
latecomers  eating  dust. 

That's  what  happened  when  Big 
Oil  decided  a  few  years  back  to  scale 
back  exploration  in  the  picked-over 


U.S.  and  go  searching  abroad  for 
"frontier"  plays  that  had  the  potential 
for  bagging  huge  oil  and  gas  finds. 

After  Australia's  Broken  Hill  Pro- 
prietary Co.  found  oil  in  the  Timor 
Sea  between  Indonesia  and  Australia, 
the  bidding  frenzy  for  additional 
ocean  tracts  drove  imp  to  leave  the 
scene,  even  though  it  had  by  far  the 
best  data  to  evaluate  the  risks.  "Pay- 
ing too  much  for  drilling  rights  is  a 
great  way  to  destroy  shareholder 
wealth,"  warns  BHP  Petroleum  head 
Peter  Willcox. 

How  long  will  real  oil  prices  stay  at 
present  low  levels?  It  could  be  years. 
In  developed  countries,  economic 
growth  will  be  concentrated  increas- 
ingly in  the  service  sector  rather  than 
in  energy  intensive  areas  like  heavy 
manufacturing.  Even  manufacturing 
is  a  far  more  efficient  consumer  of 
energy. 

Still,  energy  demand  is  almost  cer- 
tain to  rise  dramatically  in  Asia  as 
incomes  keep  growing.  Bicycles  in 
China  and  India — with  2  billion  peo- 
ple between  them — will  give  way  to 
motor  scooters,  then  cars.  Says  Cam- 
bridge Energy  Research  Associates' 
Daniel  Yergin,  who  chronicled  the  oil 
industry  in  his  1991  book  The  Prize: 
"They're  moving  straight  from  bicy- 
cles to  Jaguars  and  Mercedes.  Within 
a  decade,  Asia  will  be  consuming 
more  oil  than  North  America." 

But  don't  expect  runaway  oil 
prices.  If  the  1980s  proved  nothing 
else,  they  proved  that  the  best  way  to 
bring  forth  new  production  is  to  in- 
crease the  price.  And  the  Saudis  will 
most  likely  continue  to  discourage 
competing  energy  projects  that  erode 
OPEC's  market  share. 

If  you  still  think  you  want  to  invest 
in  oil,  what  should  you  do?  Pick  opera- 
tors, like  Royal  Dutch  or  Exxon,  that 
have  staying  power.  Or  take  Chevron, 
Mobil  or  BP  as  turnaround  plays. 

If  you  think  prices  will  pick  up  soon- 
er, look  for  low-cost  independents  like 
Louisiana  Land  &  Exploration — com- 
panies riiat  can  lever  offprice  increases. 

The  operative  word  should  proba- 
bly be  caution.  Says  Robert  Ander- 
son, the  former  Arco  head:  "I  don't 
envy  the  big  companies  trying  to  fig- 
ure out  a  rationale  for  their  future. 
They're  all  in  a  slow  process  of  liqui-  j 
dation,  and  they're  now  at  the  'can't 
figure  out  what  to  do'  stage."  Hi 


Big  oil,  small  returns 


Company 

 1993- 

Return 

Long- 

Total 

Earnings  per  share4 

sales1 

net 

on 

term 

mkt  value/ 

1993 

1994 

income4 

capital3 

debt/ 

asset 

estimated 

 ($mii)- 

equity6 

value8 

Amoco 

$25,340 

$1,740 

9.3% 

33% 

84% 

$3.50 

$3.55 

Arco 

17.2212 

814 

8.2 

91 

86 

5.01 

6.17 

BP 

55,097s 

1.2683 

0.15 

81 

107 

2.823 

3,84 

Chevron 

32,123 

2,148 

10,2 

21 

101 

6.61 

6.28 

Exxon 

99,161 

4,604 

10.0 

23 

113 

3.67 

3.85 

Mobil 

57,151 

2,224 

10.2 

22 

101 

5.41 

5.34 

Phillips 

12,309 

264 

67 

827 

88 

1.01 

1.51 

Royal  Dutch 

96,3383 

3.2173 

7.95 

145 

103 

5.893 

6.75 

Texaco 

34,071 

1,132 

7.4 

59 

93 

3.96 

4.21 

Unocal 

7,528 

347 

7,9 

104 

86 

1.29 

1.50 

'Net  sales,  operating  revenues  only,  excluding  excise  taxes.  2Excise  taxes  based  on  nine  months'  results.  3Latest  12 
months  through  September  1993.  4lncome  from  continuing  operations,  excluding  special  items.  51992  year-end 
data.  6As  of  third-quarter  1993.  '1993  year-end  data.  "Market  value  plus  total  debt  divided  by  gross  asset  value. 
Sources:  McDep  Associates  Inc.;  Standard  &  Poor's;  Institutional  Brokers  Estimate  System  and  Value  Line  Database 
Service  via  OneSource  Information  Service. 


They  are  some  of  the  world's  biggest  companies,  but  the  oil  majors 
have  ho-hum  returns  on  capital.  Rich  dividends  help  keep  their  stocks  up. 
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AT  TOYOTA,  we're  committed  to  building  in 
America.  In  fact,  almost  half  the  Toyota 
passenger  vehicles  sold  in  America  are  built 
in  our  Kentucky  and  California  plants.  And 
over  the  last  three  years,  we've  doubled  our 


U.S.  made  parts  purchasing  to  over  $4.4  billion 
per  year.  From  our  manufacturing  facilities 
to  our  U.S.  research  and  design  centers, 
our  operations  here  provide  more  than 
16,000  direct  jobs  and  give  an  economic 
boost  to  communities  right  across  America. 


Toyota's  Camry  manufacturing  plant,   Georgetown,  Kentucky. 


INVESTING    IN    THE     THINGS     WE    ALL     CARE    ABOUT.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-B2,  New  York,  NY  10619. 


HOW  AIG'S  ABILITY  TO  CONTROL  FINANCIAL  RISKS  RUT 
ONE  AIRLINE  ON  A  STRAIGHTER  COURSE.  An  airline's  first-ever  energi 
hedge  in  jet  fuel  using  a  series  of  fixed  jor-Jloating-rate  transactions.  It's  no  blue-sky  idea  but  how  we  recently  helpec 
a  major  U.S.  carrier  manage  risk.  Since  the  airline's  international  operations  generate  a  multiple-currency  revenud 


earn,  we  also  act  as  one  of  its  primary  foreign  exchange  partners.  And  we  provide  primary  and  excess 
perty/ casualty  insurance  for  its  buildings  and  aircraft  fidelity  and  international  insurance  coverages.  Products  and 
vices  for  which  more  and  more  corporations  are  heading  in  AIG's  direction.  For  the  definitive  response  to  risk. 


JG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc.,  Dept.  A.  70  Pine  Street,  New  York,  NY  10270. 


Baxter  International's  hospital  customers 
are  undergoing  radical  change,  but  Baxter 
doesn't  seem  to  be  changing  with  them. 
Would  the  company  be  better  off  dismembered? 


2  +  2  =  3 

By  Marcia  Berss 

Nineteen  ninety-three  was  a  year  of 
new  lows  for  Baxter  International,  the 
big  hospital  supplies  outfit.  Baxter 
pleaded  guilty  to  federal  charges  of 
cooperating  with  the  Arab  boycott  of 
Israel.  It  was  suspended  from  doing 
new  business  with  the  Department  of 
Veterans  Affairs  (the  ban  was  later 
lifted).  It  took  a  $700  million  charge 
for  selling  and  reorganizing  several 
operating  divisions.  At  year's  end 
President  James  Tobin  quit  after 
fighting  with  longtime  Chief  Execu- 
tive Vernon  R.  Loucks  Jr.  over  wheth- 
er to  split  up  the  company. 

Baxter's  stock,  too,  hit  a  four-year 
low  of  20,  and  is  still  bouncing  around 
at  that  level. 

But  1993  is  history.  The  question 
now  is:  Can  Loucks  get  Baxter's  act 
back  together?  Or  was  Tobin  right  in 
trying  to  convince  his  boss  the  com- 
pany would  be  better  off  broken  up? 

With  revenues  last  year  of  $8.9 
billion,  suburban  Chicago-based 
Baxter  is  the  world's  largest  maker 
and  distributor  of  hospital  supplies, 
and  a  leading  provider  of  medical 
specialty  products.  But  Baxter  finds 
itself  in  a  new  world.  Its  traditional 
customers,  the  big,  full-service  hospi- 
tals, are  undergoing  radical  change. 
Even  without  health  care  reform,  hos- 
pitals, which  account  for  nearly  40% 
of  national  health  care  expenditures 
(and  about  $5.6  billion  of  Baxter's 
revenues),  are  fast  losing  ground  to 
new  kinds  of  clinics  and  to  in-home 
care.  Thanks  to  technological  ad- 
vances like  less  invasive  surgery,  the 
average  inpatient  length  of  stay  has 
fallen  7%  since  the  mid-1980s,  while 
outpatient  visits  to  surgery  centers, 
clinics,  and  the  like  have  risen  66%. 

As  demand  for  hospital  services  has 
shrunk,  so  has  the  number  of  hospi- 
tals, from  5,800  to  5,300  in  the  last 


decade.  The  consolidation  will  con- 
tinue as  hospitals  network  themselves 
into  groups  and  shut  down  duplicate 
facilities. 

Like  other  hospitals,  Chicago's  big 
Lutheran  General  Hospital  is  scurry- 
ing to  recapture  business  by  establish- 
ing outpatient  surgery  centers,  clinics 
and  other  alternate  sites.  These  small- 
er units  are  the  growth  areas  in  hospi- 
tal health  care,  but  Baxter  isn't  doing 
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Baxter  International's  Vernon  Loucks 
Should  he  do  some  more  spinning  off? 


much  to  win  their  business.  Says  Su- 
san Nibbe,  Lutheran  General  corpo- 
rate program  director,  "Baxter 
doesn't  have  ambulatory  and  alter- 
nate-site programs." 

"They  [Baxter]  do  not  cater  tol 
smaller  customers,"  agrees  Peggy! 
Beddingfield,  head  of  purchasing  for 
Surgical  Care  Affiliates,  the  nation's 
second-largest  for-profit  outpatient 
surgery  center  company.  "Baxter  has 
yet  to  show  themselves  at  our  door." 

Of  the  approximately  $5.6  billion 
in  hospital  supplies  Baxter  sells,  about 
$3  billion  worth  are  produced  in  Bax- 
ter's own  factories,  everything  from 
intravenous  solutions  to  surgical 
gloves.  The  balance  is  products  pro- 
duced by  other  companies.  For  years 
Baxter's  hospital  customers  groused 
over  this  inherent  conflict,  especially 
Baxter's  policy  of  paying  its  sales  rep- 
resentatives more  money  for  pushing 
Baxter-made  goods  over  competi- 
tors' goods.  Competing  manufactur- 
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rs,  of  course,  steered  clear  of  Baxter's 
listribution  network  wherever  they 
ould.  "In  the  past  Baxter  made  it 
mpossible  for  us  to  do  business  with 
hem,"  says  William  Wooldridge, 
hairman  of  MedEcon,  a  big  hospital 
group-purchasing  organization. 
They  wouldn't  distribute  C.R. 
Sard's  products,  but  we  were  not 
Billing  to  drop  Bard  [as  a  supplier]." 

Admitting  it  has  a  problem  here, 
Saxter  recently  reformed  how  it  com- 
icnsates  its  sales  reps:  The  reps  now 
arn  the  same  for  selling  Baxter-made 
urgical  gloves  or  a  similar  product 
made  by  Johnson  &  Johnson.  But  if 
hat  makes  Baxter's  customers  feel 
•etter,  it  hasn't  helped  profits.  Partly 
•ecause  Baxter  is  now  selling  more 
ion-Baxter  goods  and  cutting  prices 
m  its  own  make  of  goods  to  make 
hem  more  competitive,  operating 
aargins  (before  restructuring 
harges)  at  Baxter's  hospital  products 
livision  fell  to  7.4%  in  1993,  from 
0.3%  in  1992. 

Apparently  resigned  to  living  with 
3wer  margins,  Chief  Executive  Ver- 
ion  Loucks  is  trying  to  increase  the 
lospital  supplies  division's  overall 
profitability  by  extending  Baxter's 
overage  of  the  hospital  industry.  Ear- 
f  last  year  Loucks  tried  to  buy  the 
ountry's  third-largest  hospital  sup- 
lies  distributor,  nearly  $1  billion 
sales)  Stuart  Medical;  a  strong  dis- 
tributor in  the  Northeast  and  Mid- 
zest  regions,  Stuart  is  owned  by  Pitts- 
burgh's wealthy  Hillman  family.  But 
tie  $300-million-plus  deal  fell 
hrough,  and  in  December  the  Hill- 
nans  agreed  to  sell  Stuart  to  $1.4 
illion  (revenues)  Owens  &  Minor 
tic,  number  two  in  the  industry.  If 
liat  transaction  is  completed,  Owens 
c  Minor  will  be  equal  in  size  to 
laxter's  distribution  business,  and 
/ill  be  the  first  national  competitor 
•axter  has  ever  had  to  face. 

Why  did  the  Baxter-Stuart  deal  ecl- 
ipse? Baxter  says  it  couldn't  agree  on 
nances;  others  say  Stuart  customers 
>alked  at  doing  business  with  Baxter. 

Losing  Stuart  hurt  in  many  ways. 
Example:  Baxter  makes  about  $150 
lillion  of  private-label  goods  for  Vol- 
ntary  Hospitals  of  America;  the  na- 
ton's  largest  nonprofit  hospital  pur- 
hasing  group,  vha  represents  big 
ames,  like  New  York's  Columbia 
'resbyterian.  Industry  men  say  Baxter 
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5-yr  avg 
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($bil) 
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Baxter  International 

$8.9 

6.5% 

Abbott  Laboratories 

8.4 

36.2 

Johnson  &  Johnson 

14.1 

26.7 

Owens  &  Minor 

1.4 

10.0 

Source:  company  reports. 

1993 

Debt/ 

Recent 

1983 

return  on 

capital 

price 

high  low 

capital 

-2.8% 

48.0% 

22% 

31%  20 

30.9 

23.1 

29 

6"/l6  49/l6 

22.9 

29.0 

42 

12%  93/4 

10.8 

34.7 

23% 

325/32  2'%2 

While  stock  prices  of  its  major  competitors 

have  advanced,  Baxter  is  still  trading 

in  the  same  price  range  it  did  a  decade  ago. 


wanted  to  use  that  low-margin  busi- 
ness to  become  an  authorized  distrib- 
utor and  sell  higher- margined  Baxter- 
made  goods  to  vha.  But  late  last  year 
vha  opted  to  stick  solely  with  its 
current  distributor,  Stuart  Medical. 

Says  MedEcon's  William  Wool- 
dridge: "Baxter's  lousy  attitude  to- 
ward its  customers  is  coming  back  and 
biting  them." 

Former  president  James  Tobin 
won't  talk  about  why  he  suddenly 
quit  Baxter  in  December  after  work- 
ing at  the  company  for  21  years,  but 
hospital  industry  scuttlebutt  has  it 
that  Tobin  wanted  to  break  Baxter's 
hospital  supplies  operation  into  two 
separate  parts:  a  low-margin  distribu- 
tion company  and  a  higher-margin 
manufacturing  company. 

On  the  face  of  it,  such  a  split  would 
make  sense.  Operationally,  it  would 
put  an  end  to  the  hospitals'  com- 
plaints that  Baxter's  salespeople  try  to 
cram  Baxter-made  products  down 
their  throats.  And  from  an  owner's 
standpoint,  it  would  probably  add  to 
Baxter's  market  value.  As  a  pure  dis- 
tributor, Baxter  probably  netted 
around  1%,  on  revenues  of  about  $2.5 
billion  last  year.  Baxter's  big  distribu- 
tion competitor,  Owens  &  Minor, 
currently  trades  at  27  times  continu- 
ing operations  earnings,  but  even  at  a 
multiple  of  20,  Baxter's  distribution 
business  would  be  worth  around 
$500  million. 

Hiving  off  distribution  would  leave 
the  approximately  $3  billion  (sales) 
hospital  products  manufacturing  op- 
eration and  the  $3.3  billion  research- 
intensive  medical  specialties  unit, 
which  includes  high-tech  jewels  like 


blood  substitutes  and  renal  and  cardi- 
ology products.  Together  these  busi- 
nesses are  probably  worth  around  $8 
billion,  but  apart  they  might  well  be 
worth  more.  The  hospital  products 
division  in  1993  had  operating  in- 
come (before  restructuring  charges) 
of  $418  million  and  might  be  worth 
$3  billion  as  a  stand-alone  company. 
The  medical  specialties  business  gen- 
erated operating  income  (pre-restruc- 
turing)  last  year  of  $643  million  and 
might  easily  be  worth  $5.5  billion. 

Add  up  the  three  pieces,  and  you 
get  around  $9  billion,  considerably 
more  than  Baxter's  current  stock  mar- 
ket value  of  $6.3  billion.  In  Baxter's 
case,  1+2  +  3  =  4. 

Vern  Loucks  has  spun  off  assets 
before:  In  1992  he  distributed  Bax- 
ter's Caremark  International  home- 
infusion  business  to  shareholders,  af- 
ter hospitals  complained  that  Care- 
mark was  competing  with  them. 
Caremark's  stock  has  jumped  40% 
since  the  spinoff. 

Why  not  do  some  more  spinning 
off,  as  Tobin  apparently  urged? 
Loucks  won't  discuss  the  matter,  but 
Baxter  Chief  Financial  Officer  Harry 
Kraemer  defends  his  boss'  decision  to 
keep  Baxter  as  it  is  by  noting  that 
other  distributors  are  trying  to  make 
their  own  products,  while  other  man- 
ufacturers are  trying  to  develop  their 
own  means  of  distribution.  Kraemer: 
"Everybody  is  trying  to  do  what  we 
already  have  the  capability  of  doing." 

But  unless  Loucks  can  turn  that 
capability  into  solid  profitability,  Bax- 
ter's days  as  an  integrated  manufac- 
turer and  distributor  are  probably 
numbered.  wm 
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Don  Horton  markets  his  standardized  houses 
by  making  his  first-time  buyers  feel 
they're  getting  a  customized  job.. 

Just  say  yes 


By  l< .  I  ac  Sullivan 

As  A  JfOUNG  sai.i.sman  for  a  Foil 

Worth,  Tex,  home  builder,  Donald 
I  [orton  hated  to  lose  a  sale  bc<  ause  he 
couldn't  add  little  I  hings  lil 1  mon 
I  it<  hen  1  abinets  or  another  doorway 
to  the  standard  door  plans.  "1  hi  n 's 
nothing  .1  buyer  hates  worse  than  to 

hear  'No,1  "  says  I  torton,  Bui  Ins  boss 

had  his  1  osts  figun  d  down  to  the  last 
nail  and  wouldn'1  consider  extras. 

Horton  <  let  i<  lei  I  he  c<  >uld 
sell  more  I  i<  >uses  il  he  could  say 
yes,  but  to  do  so  he'd  I  lave  1 1 1 
stai  1 1  niilding  them  himself.  S<  > 
he  born  iwe<  I  $33 ,000  fi  <  im  .1 
lo<  al  bank  and  stat  ted  building 
.1 !  i<  >usi  in  a  Fort  W<  >i  th  subdi 
visi< hi   1  [airway  thr< >  1 1 1  *, I •  the 

fra  ig  stage  a  <  ouplc  e  ame 

I >y  and  asked  il  I  lorti >n  w< »uld 
l>m  in  a  bay  w  ind< »w,  1 1< >rt< >n 

said   yes,  but    M    would  cost 

$500  extra,  The  couple  agi  eed 
with( »ut  blinking  an  eye,  and 

bought       die       house  fol 

$  1  1  000  That  yeat  I  lorton 
Imili  20  h( >u8cs  in  F< »rl  W< >rth, 
Thai  was  m  1979,  Tins  yeat 

D.R.  I  loi  Ion  ,  In.  will  Unild 
2,200  h< lines  in  II  stales,  and 
sin  mid  <  am  i  ivci  S  I  X  milli<  >n 
on  salesol  million.  None 

of  thesi  entry- level  homes  will 
make    Architectural  Diijcsl, 
buttopersi  malizc  them,  I  lor  h 
ton  <  iffcrs  <  ustom  details  like 
marble  hallways,  whirlpool  baths  and 
decorative  molding, 

Morion's  customers  typically  pay 
ah. mii  $160,000.  That's  $20,000 
more  than  houses  buili  by  Ins  big 
competitors  like  ( lentex,  Pulte  or  Rv 

land  eosl ,  but  I  lorlon  says  die  buyers 

hardly  notice  the  difference.  "Over 
the  life  of  the  mortgage,  it  comes  ou  i 

tO  a  C  oke  a  day,"  he  jokes. 

Offering  more  standard  features 
and  flexibility  than  his  competitors  do 


in  entry  level  homes  has  kepi  I  lorton 
going  even  in  depressed  markets.  In 
1991,  when  housing  starts  hit  a  32 
year  low  ol  I  million,  I  loi  ton's  sales 
rose  32%,  and  net  income  climbed 

38%,  Profitability  is  among  thi  bestin 

the  industry,  with  net  margins  near 

5%;  Cento  and  Ryland's  are  closer 
to  2%. 

I  o  determine  whai  features  first 


D.R.  Horton,  Inc.  Chairman  Donald  R.  Horton 
Learning  what  features  first-time  buyers  want. 


time  buyers  in  a  local  market  want, 

I  lorton  and  his  salespeople  go  under 

cover.  They  haunt  other  builders' 
model  homes  and  c]in/  the  buyers 

about  what  they  liked.  They  also  ask 
competitors'  salespeople  what  floor 
plans  are  selling,  and  then  count  the 
units  to  make  sine  that  the  claims  are 
line.  "We  kick  the  tires,"  says  I  lor 
ion  (  )nce  I  loin  hi  and  the  loeal  arc  In 
teets  Ik-  employs  notice  a  trend  in 
buyers''  tastes,  they  incorporate  the 


preferred  features  into  one  of  several 
homes  designed  for  that  particular 
market. 

In  each  of  the  markets  he-  serves, 
I  lorton  now  offers  as  many  as  ten 
diffe  rent  floor  plans,  twiee  what  larger 
builders  usually  offer.  The  basic  op- 
tions include  higher  priced  kitchen 
appliances,  fancier  bathroom  fixtures, 
sitting  areas  m  the  master  bedroom, 
and  raised  ceilings.  And  il  the  custom 
er  wants  more,  Horton  still  gladly 
Complies.  Another  window  might 
cost  $300;  moving  a  wall,  $1,500. 

I  lorton  makes  good  money  on 
each  option,  but  his  biggest  reward 
comes  from  selling  his  houses  fast, 
before  tying  up  a  lot  of  capital.  For 
instance,  whe  n  Horton  started  in  his 
first  Washington,  !).(;.  subdivision  in 
1091  ,  buyers  were-  so  impressed  with 
his  flexibility  that  m  I  he  first  month  he- 
sold  20  home  s  straight  oil  blueprints, 
before  erecting  costly  models. 

Regional     fluctuations  in 
housing  can  kill  a  builder,  pre 

senting  a  completely  different 
market  by  the  tune  a  develop 
me m  is  completed.  I  lorton 
avoids  that  trap  by  taking  on 
smaller  projects  and  turning 
them  around  with  dispatch. 
Instead  of  going  in  for  big 
chunks  of  land,  he  options 
smaller  parcels  e>f  40  to  1 00 
lots.  I  lorton  wants  to  com 
plete  a  development  in  less 
than  IX  months,  blowing 
through  a  subdivision  before 
t  he  market  c  an  swing. 

The  company  is  big  enough 
now  to  grow  through  acquisi 
tion;  I  lorton  is  curie  nth'  ne- 
gotiating to  buy  Minneapolis' 
largest    home    builder,  [oe 
Miller,  for  stock,  notes  and  a 
future  cut  of  D.R.  I  [orton'sj 
profits.   The  deal  should  add 
IS  cents  per  share  to  earnings. 
Montgomery   Securities'  housing 
stock   analyst    James  Wilson  thinks 
I  lorton  will  earn  $1.10  a  share  this 
year.  -With  mortgage  rates  still  low 
and  the  housing  market  rebounding 
strongly  in  many  parts  of  the  country, 
he  believes  I  lorton's  ste>ck  will  hit  20 
during  the  year,  up  from  a  recent  16. 
Horton's  34%  of  the  15.5  million 
outstanding  share  s  is  worth  $84  mil- 
lion, a  handsome  rew  ard  lor  listening 

te>  his  customers.  ■ 


84 


Forbes  ■  February  2-s,  IW4 


Templeton  Growth  Fund 


Invest    for  maximum 
total    real  return/' 


Cumulative  Total 
Returnst 
(12/31/93) 


284.8% 

IO-year 


Don't  ignore  the  effe  cts  of  i  nfl  at  ion. 

The  performance  numbers  of  an  investment  tell  only 
very  least,  your  investment  should  seek 
to  protect  your  purchasing  power  by 
growing  fast  enough  to  outpace  inflation. 

That's  why  the  numbers  of  the  Templeton 
Growth  Fund  are  so  appealing.  They 
represent  the  result  of  a  simple  but  sound 
philosophy  of  searching  worldwide 
for  securities  that  appear  to  be  priced 
unusually  low  in  relation  to  their  true 
value.  Of  course,  past  performance  does 
not  guarantee  future  results.  The  goal 
of  the  Templeton  Growth  Fund  is  capital 
appreciation. 

For  more  information,  call  your  invest- 
ment representative  or  Templeton  today. 


part  of  the  story.  At  the 


90.8% 

5-year 


Average  Annual 
Total  Returnst 

(12/31/93) 


25.1% 


13.8% 

5-year 


14.4% 

10-year 


t Cumulative  total  returns  show  the  percent  change  m  value  of  an  investment  over  the  10-  and  5-year  periods. 
Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indicated 
periods.  All  calculations  include  the  maximum  5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost.  Prior  to  }uly  I,  1992,  fund  shares  were  offered  at  a  higher  sales 
charge.  Thus,  actual  total  returns  to  purchasers  of  shares  during  that  period  would  have  been  somewhat  less  than  noted 
above.  There  are  special  risk  considerations  associated  with  foreign  investing. 
Franklin  / Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  T273 

 1 

Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

jfej/I  would  like  a  Jree  prospectus 
containing  more  complete  information  on 
the  Templeton  Growth  Fund,  including 
charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton 
shareholder. 

Name 
Address 
City/State/Zip 
Daytime  Phone 

FOB94 
T273 

Tfcmpleton 

'■WORLDWIDE 


A  Member  of  the  $109  Billion  Franklin  /  Templeton  Group 


•HP  &  COMERS 

EDITED  DY  FLEMING  MEEKS 


The  Sbarro  brothers  thought  they  needed  help  from  outsiders 

to  take  their  restaurant  chain  to  the  $500  million  mark.  They  should 

have  had  more  confidence  in  themselves  and  their  own  employees. 

Promote  from  within 


By  Robert  La  Franco 

The  LESSON  from  this  story  is:  Don't 
bring  outsiders  into  your  company 
when  insiders  can  do  the  job.  Sbarro, 
Inc.  learned  this  lesson  the  hard  way. 

Sbarro  (it's  pronounced  zah-BAHR- 
ro)  is  a  650-store  international  chain 
of  cafeteria-style  Italian  restaurants 
(134  are  franchised)  that  serve  plain 
but  plentiful  helpings  of  lasagna,  piz- 
za, cheesecake  and  the  like  at  airports, 
highway  rest  stops  and  shopping 
malls.  Sbarro's  revenues  from  corpo- 
rate sales  hit  an  estimated  $264  mil- 
lion last  year;  earnings  are  expected  at 
around  $28  million,  or  $2  a  share,  up 
18%  from  the  previous  year. 

Sbarro,  based  in  Commack,  N.Y.,  is 
a  family  affair.  In  1956  patriarch  Gen- 
naro  Sbarro  and  his  wife,  Carmela 
(Mama),  emigrated  from  Naples  to 
Brooklyn  with  their  three  sons,  Jo- 
seph, now  53,  Mario,  52,  and  Antho- 
ny, 47.  Gennaro  Sbarro  opened  an 
Italian  delicatessen  and  before  long 
opened  three  more.  When  he  noticed 
that  customers  were  eating  his  deli 
food  before  they  left  his  shops,  he 
installed  a  few  tables  and  chairs  and 
began  serving  hot  food.  Without 
thinking  about  it,  Sbarro  was  in  the 
restaurant  business. 

With  his  sons'  help,  over  the  next 
20  years  Gennaro  kept  opening  out- 
lets. Mama  Sbarro  ran  the  original 
Brooklyn  delicatessen  and  baked 
cheesecakes  for  the  whole  operation. 
Now  72,  she  still  helps  turn  out  3,000 
cheesecakes  a  week. 

When  Gennaro  Sbarro  died  in 
1984,  he  left  a  company  with  100 
stores  grossing  $20  million,  and  three 
sons  determined  to  take  the  business 
to  new  heights.  In  1985  Mario 
Sbarro,,  who  emerged  as  the  family's 
leader  after  his  father's  death,  took 
Sbarro,  Inc.  public,  raising  $8  million 
for  30%  of  the  equity.  With  the  pro- 
ceeds he  paid  down  debt  and  expand- 


The  family  knows 
best  when  it  comes  to 
pasta  and  profits 
Mario,  Mama, 
Joe  and  Tony  (from 
left  to  right). 


ed  the  franchising  side  of  the  business. 
Among  Sbarro's  biggest  franchisees 
are  Host  Marriott  Corp.,  with  19 
units,  and  Concession  Air,  with  1 1 . 

A  few  years  ago  Mario  Sbarro  set  a 
new  goal  for  the  company:  system- 
wide  sales  of  $500  million.  But  he 
worried  that  because  the  company 
had  been  growing  so  rapidly,  it  did 
not  have  adequate  information  sys- 
tems and  operating  controls  in  place 
to  make  the  leap.  The  manager  of  any 
Sbarro  outlet,  for  example,  could  call 
Tony  Sbarro  whenever  a  problem 
cropped  up,  much  as  when  old  Gen- 
naro was  building  the  business. 

To  create  better  information  sys- 
tems, the  Sbarros  hired  several  com- 
puter specialists  familiar  with  the  res- 
taurant industry.  And  to  add  operat- 


ing discipline,  the  brothers  recruited 
20  regional  and  district  managers 
from  bigger  fast- food  outfits  like  Roy 
Rogers,  McDonald's  and  Taco  Bell  to 
oversee  outlets  in  their  territories. 
Now  if  a  store  manager  had  a  prob- 
lem, he  should  call  his  regional  man- 
ager, not  Tony  Sbarro. 

Creating  a  new  level  of  regional 
managers  was  the  right  decision  if 
Sbarro  was  to  grow  into  a  big  compa- 
ny. But  implementing  the  decision  by 
bringing  in  outsiders  created  new 
problems.  The  outsiders  soon  alienat- 
ed Sbarro's  older  managers  by  load- 
ing them  down  with  forms  to  file  and 
detailed,  rigid  rules  to  follow.  Experi- 
enced kitchen  employees,  for  exam- 
ple, balked  at  stiff  new  rules  that  told 
them,  for  example,  how  to  maintain 
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Next  time  you  see  a  camp  full  of  refugees, 

take  a  close  look  at  their  tents  and  cooking  stoves. 

Chances  are  they  were  made  by  Lajos  Nagy. 

"One  has  to 
produce  what 
is  in  demand" 


tchen  equipment. 

"They  [the  new  managers]  tried  to 
lange  our  culture  to  fit  their  cul- 
ire,"  says  Mario  Sbarro. 

Why  did  the  brothers  go  outside 
le  company  for  managerial  talent 
ther  than  promote  from  within?  In 
trospect,  there  was  no  good  reason. 
Many  of  our  own  people  had  the 
lalifications  to  do  the  job,"  Mario 
?arro  ruefully  admits  today.  "It 
as  a  case  of  'the  grass  always  looks 
•eener.'  " 

As  morale  among  the  older  workers 
gged,  sales  per  store  began  to  dip. 
i  the  first  quarter  of  1992  the  com- 
iny's  earnings  came  in  33%  below 
lalysts'  expectations.  Sbarro's 
iares,  which  had  risen  to  over  50 
3m  a  split- adjusted  offering  price  of 
/2,  spiraled  downward  to  2 1 . 
By  March  1992  Mario  Sbarro  and 
s  brothers  finally  concluded  that 
nployees  who  had  grown  up  with 
>arro  could  manage  the  company 
:tter  than  the  outsiders.  The  broth  - 
s  fired  all  but  6  of  the  20  new 
anagers  they'd  hired,  and  immedi- 
ely  began  promoting  their  original 
nployees  to  the  district  and  regional 
anagerial  positions.  "With  a  busi- 
es like  this,1'  Mario  Sbarro  now 
ys,  "what's  important  is  a  knowl- 
[ge  of  the  product  that  you've 
ined  over  the  years,  and  a  killer 
stinct  that  you've  developed  walk- 
g  the  streets." 

Fortunately,  the  brothers  had  seen 
id  corrected  their  mistake  before  it 
iuld  do  irreparable  damage.  By  the 
11  of  1992  Sbarro's  sales  and  earn- 
gs  were  growing  again.  In  1993  the 
•mpany  added  83  new  stores  (24  of 
em  franchised),  and  this  year  the 
others  are  looking  to  open  even 
ore.  At  a  recent  417/s  a  share,  the 
3ck  in  debt-free  Sbarro  has  not  reas- 
nded  to  its  1992  peak,  but  even  at 
rrent  prices  the  family's  44%  of  the 
•mpany  is  worth  S250  million.  At 
e  current  rate  of  sales  growth, 
>arro  should  hit  that  $500  million 
rget  by  1996. 

Who  will  run  Sbarro  when  the  sec- 
id  generation  is  ready  to  retire? 
lat's  easy  to  answer:  Among  them 
e  Sbarro  brothers  have  five  sons 
arking  in  the  business.  "This  was 
y  father's  dream  and  it's  my  dream, 
o,"  says  Mario.  "We  have  high 
>pes  for  our  boys."  HI 


By  David  S.  Fondiller 

In  struggling  Hungary,  Lajos 
Nagy  is  one  of  those  people  you  see 
and  wonder:  How  does  he  afford  it? 
Nagy,  48,  cruises  around  in  a  late- 
model  BMW  520,  dresses  in  designer 
suits  and  even  pilots  his  own  Cessna 
172  Skyhawk. 

How  does  he  do  it?  Same  way  lots 
of  people  around  the  world  are  doing 
it.  With  a  German  partner,  Nagy 
started  a  business.  Their  customer 
base  is  big  and  growing:  They  pro- 
duce goods  for  the  world's  refugees. 

Nagy's  company,  Balaton-Trade, 
makes  tents,  stoves,  cots  and  cook  sets 
that  relief  organizations  buy  and  send 
to  refugee  camps.  Customers  include 
the  United  Nations,  the  International 
Federation  of  Red  Cross  and  Red 
Crescent  Societies,  and  a  half-dozen 
national  governments.  Last  year,  its 
fourth  in  business,  Balaton-Trade 
took  in  $5.7  million  in  revenues;  by 
the  IFRC's  estimate  the  company  has 
more  than  10%  of  the  worldwide  mar- 
ket for  relief  tents. 

"Unfortunately,  the  need  is  always 
there,"  says  Nagy  philosophically. 
"Catastrophes  always  happen.  Wars 
are  always  going  on  everywhere.  One 
has  to  produce  what  is  in  demand." 

The  son  of  a  Calvinist  minister  who 
eked  out  a  living  in  Balatonkiliti,  a 
village  on  the  shore  of  Hungary's 
Lake  Balaton,  Nag)'  won  a  scholarship 
to  study  textile  engineering  in  St. 
Petersburg  when  it  was  still  called 
Leningrad.  In  1977  he  went  to  work 
as  a  director  for  a  state -owned  camp- 


ing-supply company  near  Balatonki- 
liti, where  he  soon  became  an  expert 
on  canvas  goods. 

Although  he  was  a  card-carrying 
member  of  the  Communist  Party, 
Nagy  inherited  from  his  father  an 
independent  streak  of  mind  and  fre- 
quently clashed  with  his  colleagues. 
"This  system  was  not  for  me,"  he 
recalls.  In  1983  his  co-workers  forced 
him  out;  Nagy  himself  became  a  land 
of  refugee  in  a  land  of  full,  if  ineffi- 
cient, employment. 

With  no  job,  Nagy  and  his  wife 
moved  into  his  parents'  house  in  Bala- 
tonkiliti. There  he  put  his  knowledge 
of  canvas  goods  to  use  by  making  sails 
for  boaters.  Over  the  next  six  years 
Nagy  hired  a  few  sailmakers  and  set- 
tled in  to  watch  communism  implode 
in  Eastern  Europe. 

In  1989  an  old  business  acquain- 
tance called  him,  a  West  German  to 
whom  Nagy  had  once  sold  tents.  The 
German,  Sepp  Hor,  had  resold  the 
tents  to  refugee  relief  organizations. 
Now  Hor  wanted  to  start  his  own 
tent- malting  company  and  asked 
Nagy  to  join  him.  Hor  would  handle 
marketing;  Nagy  would  tap  into 
Hungary's  cheap  labor  pool  and  take 
care  of  production. 

In  September  1989  the  partners 
put  up  $8,000  each  and  bought  bolts 
of  white  cotton  fabric  and  20  Ger- 
man-made sewing  machines.  They 
hired  Hungarian  workers  at  $8  a  day 
to  operate  the  machines.  Within  a 
few  weeks  the  little  outfit's  makeshift 
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Balaton-Trade  founder  Lajos  Nagy 

In  1991  calamity  struck  millions.  "It  was  a  good  year,"  says  Nagy. 


factory  in  Siofok  was  producing  15 
to  20  tents  per  day  for  the  German 
Red  Cross. 

The  demolition  of  the  Berlin  Wall 
in  November  1989  gave  the  partners  a 
chance  to  expand  production  with 
minimum  capital  outlay.  With  the 
East  German  economy  in  turmoil, 
Nagy  was  able  to  use  some  of  his  old 
Eastern  bloc  contacts  to  buy  up  tent- 
making  equipment  at  rock- bottom 
prices  and  ship  the  machines  back  to 
Hungary. 

Profitable  almost  from  day  one, 
Balaton-Trade  sold  $620,000  worth 
of  tents  in  1990.  Nagy  and  Hor  used 
their  profits  for  extending  their  prod- 
uct line  to  include  tarpaulins,  cots, 
cooking  pots  and  stoves. 

Their  fortunes  soon  rose  on  a  flood 
tide  of  human  misery:  After  Saddam 
Hussein  invaded  Kuwait  in  August 
1990,  1.8  million  Iraqi  Kurds  fled  to 
the  Turkish  and  Iranian  borders.  In 
the  following  months,  drought  and 
famine  in  Somalia,  ethnic  upheaval  in 
Ethiopia  and  civil  war  in  the  Sudan 
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drove  420,000  refugees  into  Kenya. 
The  disintegration  of  Yugoslavia  add- 
ed another  3.6  million  people  to  the 
world's  refugee  rolls.  There  was  a 
cyclone  in  Bangladesh,  more  famine 
in  Africa. 

In  1991  Balaton-Trade's  sales 
jumped  to  $12  million.  Nagy:  "It  was 
a  good  year." 

The  same  cannot  be  said  of  the  last 
two  years.  The  world's  refugee  popu- 
lation continues  to  climb,  but  the 
budgets  of  many  international  relief 
organizations,  especially  those  based 
in  Europe,  have  been  squeezed.  Last 
year  Balaton-Trade's  sales  dropped 
back  below  $6  million. 

When  the  relief  organizations  do 
have  money  to  spend,  Balaton-Trade 
stands  a  good  chance  of  winning  or- 
ders. Most  of  its  competitors  are  in 
countries  like  China,  Pakistan,  Egypt 
and  India,  where  workers  command 
only  a  few  nickels  an  hour.  But  the 
relief  agencies  often  value  speed  and 
efficiency  over  cost. 

"When  a  catastrophe  occurs,  it's 


always  on  an  enormous  scale,"  says 
Nagy.  "One  must  provide  these  sup- 
plies quickly  and  in  huge  amounts.'1 
To  do  that,  Nagy  and  Hor  maintain  a 
vast  inventor)'  of  tents  and  other  sup- 
plies in  a  huge  warehouse  30  miles 
south  of  Stuttgart;  thus  they  can  start 
filling  an  order  the  minute  it  is  signed. 
By  contrast,  competing  manufactur- 
ers start  producing  only  when  they 
receive  an  order,  and  typically  need 
three  weeks  or  more  to  produce 
1,000  tents. 

But  rather  than  depend  on  the 
world's  sympathies  for  refugees,  Nagy 
is  diversifying.  One  of  his  two  fac- 
tories is  already  starting  to  make  conn 
vertible  car  tops,  lining  for  car  interi- 
ors, hood  covers  for  large  trucks  and 
camping  equipment  for  the  Hungar- 
ian army. 

Instead  of  grousing  about  the  chal- 
lenges his  business  faces,  Nagy  relish- 
es them.  "Capitalism  is  much  closer 
to  my  nature,"  he  says  as  he  zips 
between  his  factories  in  his  sporty 
BMW.  "I  like  this  system."  H 
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When  was  the  last 
time  yon  were  sedhicec 
by  sheer  logic? 


THE  JAGUAR  DREAM  LEASE 

5T9*a  month/24  months 

2  9  5  0    DOWN    P A Y M  E N T  /  $  3  5  2  9    CASH    DUE    AT  SIGNING 


NEVER  BEFORE  HAS  LOGIC  BEEN  more  enticing.  The  facts 
been  more  appealing.  Or  an  offer  been  more  irresistible. 
Until  now. 

Introducing  the  Jaguar  Dream  Lease. 

To  begin  with,  it  lasts  only  24  months,  so  there's  no 
long-term  commitment  on  your  part.  And  the  price,  which 
is  equally  as  manageable,  is  just  $579  a  month  and 
comes  with  no  hidden  costs  and  no  hidden  fees. 

What's  even  more  attractive  is  that  it  also  comes  with 
the  Dream  Guarantee**— a  30-day  grace  period  in  which 


you  can  return  your  new  Jaguar  for  a  full  refund  of  your 
money  if  you're  not  completely  satisfied. 

Of  course,  our  commitment  to  you  doesn't  end  once 
you're  in  your  new  Jaguar.  For  the  entire  length  of  the 
lease,  you'll  drive  with  the  confidence  of  our  bumper-to- 
bumper  warranty  coverage  (up  to  50,000  miles)  and  the 
peace  of  mind  of  our  24-hour  roadside-assistance  serviced 

So  stop  by  your  Jaguar  dealer  or  call 
1-800-4-JAGUAR.With  an  offer  this  com-  ^^V^, 
pelling,  it's  the  only  logical  thing  to  do.  JAGUAIT 


ENJOY  TOMORROW.  BUCKLE  UP  TODAY 


ror  qualified  lessees  through  Jaguar  Credit.  Take  retail  delivery  from  dealer  stock  by  February  28,  1994.  1994  Jaguar  XJ6  example  based  on  $52,330  MSRP,  including  transportation,  excluding 
tensing,  registration  and  taxes.  24  monthly  payments  of  $579.39  totaling  $13,905.36.  Assumes  capitalized  cost  of 84.36%  of  MSRP  No  security  deposit  required.  Optum  to  purchase  at  lease  end 
■  predeterminedTfesidual  value.  Closed-end  lease.  Lessee  is  responsible  for  excess  wear  and  tear  and  $.15  per  mile  for  miles  in  excess  of 30,000.  See  your  dealer  for  details.  Subject  to  credit  approval 
insurabUity  as  determined  by  Jaguar  Credit.  Prices  vary  in  California  and  Hawaii.  Cash  due  at  signing  excludes  taxes,  titling,  licensing  and  registration.  **See  your  dealer  for  complete  details  or 
the  Dream  Guarantee.  Limit  one  return  per  customer  per  vehicle.  tSee  your  dealer  for  a  copy  of  this  limited  warranty,  including  roadside  assistance. 


With  Leonard  Riggio's  superstore  strategy,  Barnes 
&  Noble's  sales  are  mushrooming.  Profits  aren't. 

A  bold  gamble 


By  Richard  Phalon 

Leonard  RIGGIO,  53,  the  founder 
and  chief  executive  of  Barnes  &  No- 
ble, Inc.,  has  been  fighting  a  two- 
front  war  for  almost  five  years  now. 
The  U.S.'  second-largest  retail  book- 
seller has  the  scars  to  prove  it:  losses  of 
$5.4  million  and  $8.5  million  report- 
ed in  1992  and  1993,  respectively. 
Wall  Street  estimates  suggest  that  for 
the  year  ended  Jan.  29  Riggio  will 
barely  break  even  on  sales  of  about 
$1.3  billion.  (The  company  declines 
to  comment.) 

In  less  than  a  decade  Riggio  has 
pushed  B&N  from  a  modest-size  dis- 
counter to  a  close  second  to  Kmart's 
Waldenbooks,  the  industry  leader. 
But  what's  the  point  of  such  growth  if 
there's  little  money  in  it? 

Riggio  is  paying  the  price  of  run- 
ning two  very  different  businesses. 
One  is  the  cluster  of 740  or  so  conven- 
tionally configured  (around  3,000 
square  feet)  shopping  mall  stores  he 
picked  up,  beginning  in  1986,  by 
swallowing  such  chains  as  B.  Dalton, 
Scribner's  and  Doubleday. 

Riggio  borrowed  heavily  to  acquire 
these  mall  stores,  but  then  their  sales 
began  to  slide  from  a  peak  of  $732 


million  reported  in  1991  to  $707 
million  in  1993.  Blame  location.  Mall 
business  is  a  no- growth  business 
(Forbes,  May  24,  1993).  Thus,  Rig- 
gio is  pruning  the  mall  stores  and 
absorbing  the  writeoffs  that  go  with 
closing  down  over  90  stores  in  the 
past  two  years,  with  more  to  go. 

At  the  same  time  that  he  is  pulling 
back  on  his  mall  shops,  Riggio  is 
running  an  allout  offensive  on  his 
second  business,  superstores  ranging 


RIGHT:  Barnes  & 
Noble  superstore 
in  Manhattan 
Behemoths  like 
this  outlet  are 
making  super- 
stores the 
industry's  com- 
petitive norm. 


BELOW:  B&N  chief 
Leonard  Riggio 
He's  well  on  the 
way  to  becoming 
the  Sam  Walton 
of  booksellers. 


from  12,000  to  37,000  square  feet 
These  offer  economies  of  scale  oi 
labor  and  advertising  costs  he  can' 
get  in  the  malls.  And  they  offer  selec 
tion  and  ambience  that  small  mall 
stores  cannot  match. 

Visit  the  Barnes  &  Noble  super 
store  at  82nd  Street  and  Broadway 
on  Manhattan's  heavily  trafficked 
Upper  West  Side.  As  big  as  man] 
smalltown  department  stores,  i 
sports  amenities  like  benches  fo) 
browsers,  children's  reading  corners 
and  a  cafe  peddling  cappuccino  a 
$1.75  the  cup — all  features  designee] 
to  attract  repeat  and  walk-in  business! 

The  supers  are  moving  lots  q 
books.  Total  B&N  sales  rose  more  thai] 
$300  million,  to  $1  billion,  from  fiscal 
1989  to  1992;  almost  all  the  gai 
came  from  superstores. 

Riggio  is  really  pouring  it  on:  fronj 
23  superstores  in  1989  to  135  ir 
1992,  with  another  150  or  so  sched 
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ed  to  come  by  the  end  of  next  year. 
Are  the  superstores  paying?  Ac- 
>rding  to  B&N,  more  than  80%  of  the 
pers  have  become  profitable  on  a 
are  basis  in  their  first  full  year  of 
>eration.  But  how  profitable?  Con- 
iering  they  cost  about  $1 .6  million 
ch,  the  return  is  probably  quite 
lall  for  now.  Competitors  like  Ron- 
i  Haft,  president  of  Dart  Group,  a 
)%  owner  of  Crown  Books,  says  B&N 
pers  are  so  far  only  marginally  prof- 
tble  at  best.  Across-the-board  dis- 
tunting  is  very  much  part  of  the 
perstore  formula  (30%  off  hardcov- 
bestsellers,  10%  to  20%  off  other 
Lrdbound  books  and  paperbacks). 
cN's  gross  profit  margins  are  down 
^m  a  peak  of  35.9%  to  34.5%  in  fiscal 
)92.  Operating  profit  margins 
ppedfrom  5.8%  to  2.8%. 
Typically,  it  takes  about  four  years 
r  a  new  super  to  mature  to  the  level 
'  productivity  of  older  stores.  With 


all  these  new  stores  coming  on  all  at 
once,  the  company's  revenue  per 
square  foot  has  actually  declined  from 
an  average  of  $397  a  square  foot  in 
fiscal  1990  to  only  $301  a  square  foot 
in  1992.  To  become  profitable,  the 
big  stores  will  certainly  have  to  wring 
out  additional  revenue. 

This  won't  be  easy  to  achieve  at  a 
time  when  competitors  are  also  fol- 
lowing the  superstore  strategy. 
Crown  Books,  for  example,  with  only 
half  a  dozen  supers  on  the  books  at 
the  end  of  fiscal  1991,  now  deploys 
more  than  60,  accounting  for  about 
50%  of  sales.  Ronald  Haft  says  Crown 
will  keep  pushing  until  the  big  stores 
account  for  more  than  80%  of  sales. 

Deep-pocketed  Waldenbooks  has 
broadened  its  beachhead,  through 
parent  Kmart's  acquisition  of  Bor- 
ders, Inc.,  a  fast-growing  Midwest 
chain,  and  its  22  supers  two  years  ago. 
That  number  has  now  doubled,  with 


more  to  come.  Obviously  the  country 
can  absorb  just  so  many  super  book- 
stores. Hence  Riggio's  hurry-up  strat- 
egy. His  haste  carries  a  price:  shrink- 
ing profit  margins  and  red  ink. 

Last  fall  Riggio  took  B&N  public. 
That  improved  his  personal  net  worth 
(see  box  below)  and  improved  the  com- 
pany's balance  sheet.  Standard  & 
Poor's  last  November  took  B&N  off 
credit  watch  but  cautiously  did  not 
improve  the  non-investment-grade 
rating  on  its  $190  million  note,  b&n's 
debt/equity  ratio  remains  high  at  62 
cents  to  the  dollar.  "The  still  uncer- 
tain returns  from  the  superstore  ex- 
pansion preclude  an  upgrade  at  this 
time,"  said  the  rating  agency. 

In  office  supplies  and  electronics, 
too,  the  trend  is  toward  superstores, 
with  the  attendant  market  saturation 
and  savage  discounting.  That  looks  to 
be  the  prognosis  for  book  retailing  as 
well  for  the  foreseeable  future.  BB 


Keeping  it 
in  the  family 


On  his  two  major  pub- 
licly owned  corporation 
holdings  alone  (29%  of 
Barnes  &  Noble,  25%  of  re- 
tailer Software,  Etc.), 
Leonard  Riggio  is  worth  a 
little  over  $200  million. 
Throw  in  some  of  his  pri- 
vately owned  items — a 
68%  piece  of  Barnes  &  No- 
ble College  Bookstores, 
the  U.S.'  biggest  privately 
owned  college  bookstore 
chain;  a  couple  of  chunks  of 
strategically  placed  Man- 
hattan real  estate;  minus 
some  debt — and  you  get 
about  $265  million.  That's 
Forbes'  estimate  of  Rig- 
gio's net  worth.  Not  bad 
for  a  boxer's  son  out  of 
Manhattan's  Little  Italy 
who  worked  days  and 
went  to  college  nights  be- 
cause that  was  the  only 
way  to  hack  the  tuition. 

Though  Riggio  took 
B&N  public  last  fall,  SEC  fil- 
ings show  B&N  is  in  some 
ways  still  a  family  affair. 
Some  examples: 
■  b&n  rents  office  and  re- 
tail space  in  Manhattan 
from  two  Riggio  partner- 


ships, paying  about  $2  mil- 
lion a  year.  A  B&N  subsid- 
iary rents  space  in  New  Jer- 
sey from  another  Riggio 
partnership  for  $700,000  a 
year. 

■  B&N  reimburses  Rig- 
gio's privately  owned  col- 
lege bookstore  company 
about  $2.8  million  a  year 
for  "salary,  employee 
benefit  plan  and  other  ad- 
ministrative expenses  in- 
curred .  .  .  on  behalf  of  the 
company." 

■  b&n  uses  a  plane  owned 
by  College  Books,  and  in 
the  26  weeks  ended  July 
31,  1993  b&n  reimbursed 
the  outfit  $650,000  for 
operating  costs. 

When  he  took  B&N 
public,  Riggio  agreed  to  a 
pay  cut,  from  $1 .5  mil- 
lion a  year  to  $900,000.  As 
quid  pro  quo  he  took  op- 
tions on  1%  of  outstanding 
stock  at  "fair  market  va- 
lue" when  b&n's  market 
cap  gets  to  $600  million, 
and  another  1%  at  $800 
million.  Current  market 
value:  $640  million. 
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"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott,  Marshall  McGinley 
fif  Doyle 

3435  Wilshire  Blvd.,  Suite  650 
Los  Angeles,  CA  90010-1907 

(213)  382-6346 
Fax:  (213)  382-1 108 


SAN  FRANSISCO: 

Scott,  Marshall,  McGinley 
8f  Doyle 

450  Sansome  St.,  Suite  1420 
San  Franscisco,  CA  941 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision,  Inc. 

310  Madison  Ave. 

Suite  1412 

New  York,  NY  10017 

(212)  953-1308 

Fax:  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 


For  over  43  years,  leading 
international  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America. 


•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 
continuity 


•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

•Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 


VLL  OR  FAX  VISION  S 'NEAREST  REPRESENTATIVE  FOR  A  COMPLETE  MEDIA  KIT 


ISSELDORF: 

R.  Communications 

sseldorfer-Strasse  132 

)0  Diisseldorf-Oberkassel 

■many 

1)  57-30-26 

::  57-53-92 


SWITZERLAND: 

Publicitas  AG 
Kirschgartenstrasse  14 
CH-4010  Basel 
Switzerland 
(61)  275-4646 
Fax:  275-4777 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1    Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)  584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A. 
26  Avenue  Victor  Hugo 
75116  Paris,  France 
(1)  45  00  66  08 
Fax:  45  00  94  81 


Where  is  more  and  more  of  Hollywood's  smartest 
money  going  these  days?  Cartoons. 

Stairs  who 
don't  throw 


hissy  fits 


By  Damon  Darlin  and  Joshua  Levine 


Ten  year-old  Lauren  Garcia  of  Aus- 
tin, Tex.  saw  Walt  Disney  Co.'s  Alad- 
din last  year.  Then  she  saw  it  again  on 
home  video — and  again,  and  again — 
30  times  at  last  count.  For  a  break,  she 
plays  her  Aladdin  videogame,  or  with 
her  five  Aladdin  figurines — all  the 
while  wearing  her  Aladdin  socks, 
shirt  or  shorts.  All  told,  Lauren's  folks 
have  spent  several  hundred  dollars  on 
Aladdin  stuff;  between  10%  and  20% 
of  that  goes  as  royalty  fees  to  Disney. 
Aladdin  has  grossed  $475  million 
worldwide  so  far  in  theaters,  made 
another  $300  million  or  so  from  vid- 
eo sales,  and  could  make  hundreds  of 
millions  more  from  a  television  series 
and  merchandising  royalties. 

Don't  think  Warner  Bros,  has  over- 
looked Lauren  Garcia.  Warner  Bros, 
hasn't  had  an  active  animation  studio 
since  1963,  when  it  stopped  produc- 
ing its  classic  Looney  Tunes  and  Merrie 
Melodies  animations.  High  costs  and 
the  decline  of  the  cartoon  before  the 
main  attraction  killed  it  and  other 
studios'  cartooning.  By  1997  Warner 
says  it  should  be  able  to  release  its  first 
feature  made  entirely  in -house.  It's 
spending  four  times  the  average  $35 
million  budget  of  a  Disney-quality 
feature  to  make  it  while  it  restores  its 
animation  department. 

Says  Jean  MacCurdy,  president  of 
Time  Warner's  Warner  Bros,  anima- 
tion division:  "You  look  at  Aladdin 
and  you  see  those  returns.  It's  a  good 


business  to  be  in." 

Thanks  to  the  success  of  Disney  in 
animated  features  and  Fox's  The 
Simpsons  on  TV,  there's  been  a  huge 
spike  in  interest  in  cartoons.  The  U.S. 
animation  industry  grew  to  $2  billion 
in  films  and  videos  last  year,  a  fivefold 
increase  since  1984.  Add  to  that  for- 
eign sales  of  about  $1.2  billion,  up 
from  $200  million  ten  years  ago. 

There  are  currently  more  than  a 
dozen  animated  features  in  produc- 
tion, including  Disney's  The  Lion 
Kinjj,  The  Pagemaster  from  Turner 
Pictures  and  The  Swan  Princess  from 
New  Line  Cinema,  now  owned  by 
Ted  Turner.  Turner  will  probably 
combine  pieces  of  his  Hanna-Barbera 
animation  house  (its  library  includes 
JJje  Flintstones  and  The  fctsons)  with 
newly  purchased  New  Line  Cinema 
and  Castle  Rock  to  mount  a  credible 
challenge  to  Disney's  dominance  in 
feature-length  animation. 

Studios  with  little  feature  anima- 


tion history,  among  them  Twentieth 
Century  Fox  and  Matsushita's  Uni- 
versal Studios,  are  jumping  in,  too,  as 
are  small,  independent  animators  like 
Will  Vinton  (see  box,  p.98). 

Television — prime  time,  not  Satur- 
day morning — has  caught  the  cartoon 
bug  as  networks  and  animators  try  to 
ape  the  success  of  The  Simpsons,  which 
is  expected  to  pull  down  $2  million  an 
episode  when  it  hits  the  syndication 
market  this  year.  Compare  that  with 
Murphy  Brown,  which  pulled  down 
about  $1  million  in  syndication  de- 
spite its  first-run  popularity.  Anima- 
tors are  making  new  cartoons  for 
more  than  75  network  and  syndicated 
television  shows,  up  from  about  50 
five  years  ago,  with  the  most  ambi- 
tious entries  aimed  squarely  at  adult 
audiences.  ABC  just  launched  JJje 
Critic,  a  half-hour  series  that  airs  on 
Wednesdays  at  8.30  p.m.  Centered 
on  a  balding  nerd  who's  a  movie 
reviewer.  The  Critic  trades  on  mor- 
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A  scene  from 
Wicked  City  (left) 
and  MTV's 
Uncle  Louie 
Japan's  "anime" 
films  are  gaining  a 
cult  following  on 
the  strength  of 
graphic  violence 
and  far-out, 
explicit  sex. 


nt,  Woody  Allen-style  humor  paro- 
ing  Hollywood  and  popular  cul- 
-e.  In  Episode  One,  the  critic  sleeps 
th  a  starlet  who  dumps  him  when 
pans  her  film.  The  real-life  critics 
?ed  the  show. 

The  most  daring  animations  never 
ike  it  to  TV  at  all,  of  course,  but  the 
irket  for  sexually  explicit,  violent 
imations  is  getting  bigger,  too.  An- 
e,  a  style  of  animation  from  Japan, 


didn't  exist  here  before  1989,  when 
several  distributors  began  importing 
anime  films.  These  films  now  have  a 
small  but  growing  cult  following.  An- 
ime films  are  often  lyrical  and  exqui- 
sitely drawn,  and  can  get,  well,  really 
gross.  Wicked  City,  released  last  year 
by  Streamline  Pictures,  has  been  do- 
ing a  lively  business  on  the  art  film 
circuit.  It  features  lurid  science  fiction 
fantasies  that  combine  violence  and 


Animaniac; 

avis  and  Butt-head 

tupidity 

miversal." 


very  far-out,  explicit  sex. 

In  an  age  when  entertainment  in 
general  has  become  a  global  phenom- 
enon, no  entertainment  product 
crosses  borders  more  easily  than  ani- 
mated films.  In  large  part  this  is  be- 
cause kids  around  the  world  are  more 
alike  than  their  parents,  and  dream 
the  same  dreams. 

No  studio  has  done  more  to  appre- 
ciate and  exploit  this  cross-over  po- 
tential than  Disney.  Disney  made  The 
Jungle  Book  some  25  years  ago,  and 
released  it  in  video  in  1991.  It 
has  sold  15  million  copies, 
worth  about  SI 50  million  in 
profits  to  Disney,  outside  the 
U.S.  The  Little  Mermaid  has 
sold  6.5   million  video 
copies  overseas. 

Viacom  International's 
MTV  had  no  idea  it  was 
creating  two  interna- 
tional antiheros  when  it 
put  airhead  adolescents 
named  Beavis  and  Butt- 
head  on  TV  last  May.  Bea- 
vis and  Butt-head  will 
shortly  take  their  school- 
yard sniggering  to  the 
U.K.'s  Channel  Four.  "It 
just  proves  that  stupidity 
is  universal,"  says  Abby 
Terkuhle,  mtv's  senior 
vice  president  of  animation.  MTV  is 
already  expanding  its  recently  built 
animation  studio  in  New  York  and 
will  introduce  three  new  features  next 
season:  Grunt  Brothers,  The  Head  and 
The  Maxx. 

To  get  a  sense  of  how  the  global 
cartoon  market  works,  take  a  look  at 
tiny  Zodiac  Entertainment.  Zodiac, 
founded  in  1989  and  owned  by  Brit- 
ain's aggressive  Central  Independent 
Television  Pic,  develops  cartoons  for 
the  global  market.  In  1990  Zodiac 
created  Widget,  a  show  about  an  alien 
critter  who  swoops  down  to  save  the 
world  from  environmental  crises. 
Widget  was  designed  to  carry  no  cul- 
tural baggage — Widget's  native  land 
and  even  gender  are  completely  am- 
biguous, so  as  to  broaden  his/her/ 
its  appeal.  "We  always  started  out 
with  the  idea  that  we  could  only  make 
money  globally,"  says  Brian  Lacey, 
one  of  Zodiac's  two  founders.  "You 
can't  be  a  megahit  just  in  the  U.S." 

Widget  is  in  its  fourth  year  of  syndi- 
cation in  about  110  countries,  includ- 


Animation' 


Zorro 

Cartoons  that 
show  more  style. 


ing  the  Netherlands  Antilles,  Sri  Lan- 
ka and  Zimbabwe.  On  any  given  day, 
about  40  million  kids  watch  the 
show — and  Zodiac  has  yet  to  ink  deals 
in  China  and  Japan. 

Still,  Widget  is  not  yet  profitable, 
which  makes  another  point  about  ani- 
mation: It  isn't  cheap.  So  far  Widget 
has  cost  almost  $20  million  to  pro- 
duce—between $300,000  and 
$350,000  for  each  of  its  65  episodes. 
Widget  has  taken  in  only  $16  million 
or  $17  million  so  far. 

But  part  of  the  business  appeal  of 
animated  programming  is  that  it 
doesn't  date  the  way  live  action  does. 
Hence  Disney's  phenomenal  success 
in  re-releasing  Bambi,  101  Dalma- 
tians, Fantasia  and  other  old  animat- 
ed titles.  Paul  Kagan  Associates  ana- 
lyst David  Davis  estimates  the  asset 


value  of  the  30  or  so  classic  Disney 
films  at  over  $1  billion. 

Zodiac  figures  that  Widget  can  take 
in  about  $10  million  more  over  the 
next  decade,  with  at  least  half  of  that 
pure  profit  to  Zodiac.  "It's  a  long 
game,"  Lacey  says. 

Why  is  animation  so  expensive? 
Cartoon  characters  don't  throw  hissy 
fits  or  demand  big  upfront  points  the 
way  human  performers  do.  But  hu- 
mans must  sketch  the  cartoon's  story- 
board,  outlining  the  look  of  the  char- 
acters and  die  background.  Humans 
must  then  draw  separate  cartoons, 
called  eels,  for  every  character's  move- 
ment and  even'  movement  of  the 
background.  A  typical  22-minute  ani- 
mated show  for  a  half-hour  on  televi- 
sion requires  12,000  to  20,000  eels, 
each  hand  drawn.  Dialogue  must  be 
synchronized  with  12  standard 
mouth  positions.  Then  each  of  the 
drawings  must  be  inked  and  colored 
in.  Afterward,  the  drawings  are  lay- 
ered and  shot  by  a  huge  camera  to  give 
them  a  three-dimensional  effect — un- 
layered  cartoons  are  much  cheaper, 
but  look  flat. 

To  cut  costs,  the  U.S.  animation 
studios  ship  more  than  95%  of  all 
storyboards  to  animation  houses 
overseas,  principally  in  Korea  and  Tai- 
wan, for  the  laborious  drafting  and 
coloring  process.  An  animator  in  Ko- 
rea will  make  about  $  1 ,600  a  month, 
compared  with  top  pay  rates  of 
$4,500  a  month  here.  Using  Taiwan- 

An  animation  factory  in  Asia 

Used  by  the  major  studios  to  help  keep 

their  production  costs  low. 
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ese  labor,  an  animator  can  bring  in 
cartoon  for  around  $15  per  cel. 

Perhaps  35%  of  the  animation  bu<j 
get  goes  into  the  overseas  productid 
work.  The  rest  goes  to  animator! 
storyboard  artists,  directors  art 
voice-over  actors.  That  brings  tlj 
price  of  an  animated  half  hour  sho 
to  between  $500,000  and  $600,001 
comparable  to  a  live-action  budge 
For  a  good-quality  animated  featui 
film,  it's  tough  to  spend  less  than  $2 
million  even  with  plenty  of  Asian  1 
bor.  Most  of  the  current  animate 
features  in  production  are  budgete 
at  around  $35  million. 

Computer  technology  is  changini 
all  this,  and  promises  to  soon  radical! 
reduce  the  cost  of  animated  entertaii1 
ment.  Disney,  Warner  and  a  few  inde 
pendents  are  using  souped-up  horn 
computers,  like  IBM-clone  486s 
Apple  Quadras,  to  modernize  th|ffi 
process.  Animators  scan  hand-draw 
cartoons  into  the  computer,  changin 
the  line  art  to  digital  images.  They  us) 
the  computers  to  color  lines  and  pair 
the  eels,  work  that  had  been  shippe 
overseas.  The  computer  arranges  th 
eels  in  a  sequence  and  spits  them  ou| 
in  whatever  format  is  needed. 

"The  computer  is  the  camera  cj 
tomorrow,"  says  Mark  Steeves 
MetroCel,  an  independent  Los  Ange 
les  studio  that  manufactured  Nickela 
deon's  Ren  &  Stimpy  on  computet 
Instead  of  500  people,  at  MetroCe 
only  8  are  needed,  and  the  job  is  don 
in  about  the  same  time. 

Aspiring  animators  can  now  bu 
computer  animation  programs  for  th 
home;  they  range  from  Disney's  simj 
pie  Animation  Studio  for  $45, 
Hash  Inc.'s  more  sophisticated  Play 
mation  II,  at  about  $350.  Profession 
al  programs  cost  about  $4,500. 

The  prospect  of  falling  production 
costs  is  helping  attract  smart  money  tc 
animation.  But  the  real  lure  is  th 
ancillary  product  opportunities — fa 
more  than  live-action  films  offer. 

Animated  features  that  flop  at  th 
box  office  often  turn  sterling  in  th 
"sell-through"  video  market — video 
priced  between  $15.95  and  $20 
sell  to  a  mass  audience.  Take  Hanna 
Barbera's  Once  Upon  a  Forest,  an  un 
inspired  tale  of  some  innocent  fores 
animals  that  journey  far  and  wide  tc 
save  one  of  their  little  friends.  Re 
leased  last  June,  it  pulled  in  a  sickly 
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Introducing  The  Toyota 
Ibuch  Lease.  In  Todays  Economy 
Its  Perfect  Timing. 


m 

'OYOTA  TOUCH 
EASE 


There's 
never  been 
a  better 


In  other  words,  you're  only  pay- 
ing for  what  you  use.  It's  that  simple. 


ne  to  lease  a  Toyota  than  now 

Why?  You  ask.  Simple. 

It's  called  the  Toyota  Touch 
ase.  It's  a  plan  designed  to  let  you 
ise  any  Toyota.  From  the  rugged 
Gunner  and  the  sophisticated 
imry  to  our  tough,  dependable 
jcks  and  the  all-new  totally 
designed  Celica.  And,  of  course, 
nything  in  between. 

Now  before  we  go  on,  let's  briefly 
ich  upon  how  a  lease  works. 

When  you  lease  a  vehicle,  you 
y  for  the  difference  between  the 
ti  al  cost  of  the  vehicle  and  its 
ejected  value  at  lease  end  (rather 
an  the  entire  cost  of  the  vehicle). 


oyota  Quality 


What  separates  the  Toyota  Touch 
Lease  from  all  other  lease  plans  is 
what's  built  into  every  Toyota. 
Attention  to  detail.  Every  member  of 
Toyota's  organization  is  committed 
to  giving  you  a  better  product.  It's 
what  we  call  Toyota  quality.  And 
that's  where  it  all  begins. 


igh  Resale  \Alue 


Toyotas  have  been  known  to 
retain  more  value  than  most  com- 
petitive vehicles. 

Simply  put,  when  it  comes  to 


leasing,  you'll  get  more  out  of  a 
Toyota.  Here's  why: 


ow  Monthly 
Payments 


Because  of  Toyota's  high  resale 
value  there's  less  depreciation  which 
means  low  monthly  payments.  What 
this  does  for  you  is  a  variety  of 
things.  Like,  for  instance,  it  can  help 
you  get  the  options  you've  always 
wanted.  Or  perhaps,  it  can  make  that 
dream  car  a  reality 

The  Toyota  Touch  Lease.  It  may  just 
be  the  perfect  time  for  you  to  get  aToyota. 

For  more  information  on  the 
Toyota  Touch  Lease  Plan,  please  call 
1-800-GO-TOYOTA. 

®  TOYOTA 

"J  love  what  you  do  for  me? 


Now\bu  Can  Lease  Any  Toyota. 


your  participating  Toyota  dealer  for  details.  Buckle  Up!  Do  it  for  those  who  love  you. 


©1993  Toyota  Motor  Sales,  U.S.A.,  Inc. 
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Introducing 
Mr.  Resistor 

IT  TAKES  only  a  quick  look 
at  the  Will  Vinton  Studios 
logo  to  recognize  its  aspi- 
rations. The  curvaceous 
handwritten  letters  re- 
semble a  certain  corporate 
logo  famous  for  Mickey 
Mouse  and  theme  parks. 

Mustachioed  William 
Gale  Vinton,  the  founder  of 
the  Portland,  Ore.  ani- 
mation studio,  makes  no 
bones  about  aspiring  to 
Disney's  heights.  "We 
want  to  produce  feature- 
length  family  entertain- 
ment," he  says. 

Vinton,  46,  has  already 
wowed  Madison  Avenue — 
he  created  those  cute 
dancing  California  Raisins 
and  the  Domino  Pizza 
Noid  you've  seen  on  TV. 
But  Hollywood  has  never 
given  his  Claymation  ani- 
mation technique  much 
respect,  or  money. 

Claymation?  Vinton 
creates  his  fantasy  worlds  by 
molding  characters  and 
creatures  from  colored  clay. 
Then  film  is  painstakingly 
shot  frame  by  frame,  mov- 
ing parts  of  the  models 
and  the  background  set, 
also  modeled  in  clay,  by 
the  smallest  increments  be- 
tween each  shot. 

It's  tricky.  A  conga  line 
of  raisins  can  have  50  differ- 
ent changes  every  frame. 
For  that  reason,  it's  an  un- 
derused technique, 


though  not  unfamiliar  and 
not  necessarily  any  more 
expensive  than  traditional 
eel  animation.  The  old 
Gwynby  television  series 
crudely  used  it,  and  Tim 
Burton  used  it  artfully  in 
Disney's  Tlie  Nightmare 
Before  Christmas  animated 
feature. 

Vinton's  technique  has 
won  him  an  Oscar,  Emmys 
and  Clios,  and  his  com- 
mercials play  well  in  Europe 
and  Japan.  His  most  re- 
cent creation  is  Nabisco's 
Chips  Alioy  commercial 
that  weaves  computer  ani- 
mation with  dancing 
chocolate-chip  cookies.  A 
memorable  episode  of 
television's  Moonlighting 
used  the  Claymation  pro- 
cess to  turn  actor  Bruce 
Willis  into  a  green  frog,  or 
a  "horny  toad,"  as  he  put  it. 

But  despite  the  success 
on  Madison  Avenue  and 
with  awards  juries,  in  try- 
ing to  break  into  Holly- 
wood Vinton  has  been 
relegated  mainly  to  film  fes- 
tivals. "There  was  a  stig- 
ma attached  to  dimensional 
animation,"  says  Vinton, 
using  his  preferred  phrase 
for  Claymation.  "We  are 
still  one  of  the  best-kept  se- 
crets around." 

With  all  the  interest  in 
animation  (see  story),  that 
may  soon  change. 
Though  he  doesn't  have  a 
major  studio  behind  his 
new  projects  yet,  Vinton 
plans  to  release  The  Frog 
Prince  in  1995.  Going  the 


Will  Vinton  and  friends 

Claymation 

on  the  big  screen. 


route  trod  so  successfully 
by  Disney,  The  Frog  Prince 
is  a  musical  retelling  of 
the  Brothers  Grimm  fairy 
tale  of  a  prince  turned 
into  a  frog. 

About  50  staffers  and 
another  50  freelance  artists 
and  musicians  working 
for  Vinton  Studios  are  also 
making  The  Life  and  Ad- 
ventures of  Santa  Claus  for 
Christmas  1996.  Based 
on  a  story  by  L.  Frank 
Baum,  author  of  TJje  Wiz- 
ard ofOz,  the  tale  explains 
the  legends  behind  Santa 
Claus,  such  as  Christmas 
trees  and  his  fondness  for 
reindeer  and  elves. 

Vinton  even  holds  out 
hope  that  he  can  make  a  star 


out  of  the  studio's  oddest 
character,  Mr.  Resistor.  A 
creation  of  Vinton  ani- 
mator Mark  Gustafson,  Mi 
Resistor  has  the  head  of 
an  old  capacitor,  a  shock  a 
white  hair  and  other  elec- 
tronics scrap  for  body  parts 
He  lives  in  a  world  of  cast- 
off' bowling  trophies, 
mousetraps  and  other  an- 
imated basement  detritus. 
He's  been  one  of  the 
more  popular  segments  in! 
the  24th  International 
Tournee  of  Animation, 
which  played  major  cities. 

If  an  ungainly  mouse 
playing  Steamboat  Willie 
could  win  the  hearts  of 
Americans  66  years  ago, 
there's  no  reason  why 
Mr.  Resistor  can't  become 


an  animation 
star. 


-D.D. 


$6.5  million  at  the  box  office.  But  this 
Christmas  season  it  sold  some  2  mil- 
lion copies,  worth  about  $20  million 
to  the  studios,  and  it's  still  selling. 

"In  most  cases,  theatrical  releases 
are  just  sophisticated  forms  of  adver- 
tising for  the  video,"  says  Terry 
Thoren,  chief  executive  of  Los  Ange- 
les' Expanded  Entertainment,  which 
owns  Animation  magazine  and  pro- 
duces animation  compilations. 


Then  there's  all  the  licensed  mer- 
chandise that  goes  along  with  a  popu- 
lar animated  film  or  TV  show.  Over 
$100  million  worth  of  Simpsons  li- 
censed merchandise  has  been  sold  so 
far,  anei  kids'  rooms  everywhere  are 
littered  with  Aladdin  underwear,  Lit- 
tle Mermaid  swimsuits  and  Beauty 
and  the  Beasthxsxch  boxes.  The  Godfa- 
ther movies  were  great  films,  but  has 
anyone  ever  seen  a  Michael  Corleone 


toy  pistol  or  lunchbox? 

Elizabeth  Woodward,  of  Atlanta 
figures  she's  spent  around  $300  oi 
licensed  merchandise  for  her  daugh 
ter  Sarabeth.  She  knows  she  hasn' 
finished  paying.  "If  The  Lion  Kingim 
a  good-looking  lioness  in  it,  we'll  have 
the  doll  five  minutes  after  we  see  it,' 
she  sighs.  With  such  power  to  gener 
ate  revenues,  animation  can  only  keep 
growing  by  leaps  and  bounds.  I 
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Still  Paying  Your  Broker 
$100  A  Year  For  An  Asset 
Management  Account? 

Switch  To  The  No-Fee  Fidelity  Ultra  Service  Account 


Compare  the  Fidelity  Ultra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 
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financial  representatives  anytime  for  a  free  fact  kit  to  learn  how  Ultra  Service  can  save  you  money  and  help  you 
manage  your  portfolio  the  way  you  want. 
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Dumped  by  NBC,  spurned  by  CBS,  Ed  Ansin  found 
himself  with  a  television  station,  but  no  affiliation. 
Look  who's  laughing  last. 

The  dean 
of  tabloid  TV 


By  Randall  Lane 


er 


f 
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)m  its  inception,  wsvn  had  no  debt 
d  essentially  minted  money.  Dur- 
g  the  1980s  its  fortunes  rose  with 
ic's,  as  programs  like  the  Cosby  Show 
d  Cheers  helped  make  it  the  top 
ttion  in  the  Miami  market.  By  1987 
was  worth  an  estimated  $275  mil- 
m,  enough  by  itself  to  place  Ansin 
i  The  Forbes  Four  Hundred  list  of 
:althiest  Americans. 
But  at  the  same  time,  NBC  was 
ting  advantage  of  a  1984  FCC  ruling 
at  allowed  networks  to  actually  own 
i  to  12  affiliates  covering  as  much  as 
%  of  the  country's  viewers.  Miami 
is  a  plum  and  NBC  wanted  to  own  a 
:ce  of  it.  But  Ansin 
isn't  selling.  So  on  a 
luary  day  in  1987, 
it  weeks  after  his  af- 
ation  contract  had 
en  renewed  for  two 
irs,  two  top  nbc  ex- 
atives  traveled  south 
break  the  news:  NBC 
s  buying  the  local 


have  to  do  so  immediately. 

Then,  as  the  negotiations  dragged 
on,  CBS  stunned  Ansin  by  buying 
another  local  station,  wcix,  which  had 
a  weak  signal.  No  stone  crabs  this 
time:  Ansin  sued  CBS  and  NBC,  alleg- 
ing that  they  colluded  to  buy  their 
stations  at  depressed  prices.  He  lost. 

Without  a  network  affiliation,  the 
value  of  Ansin's  station  was  halved 
overnight.  Furthermore,  he  was  left 
with  almost  no  programming. 

The  Fox  network  had  just  been 
launched,  and  its  prospects  were  iffy. 
Most  people  expected  Ansin  to  take 
the  traditional  route  of  independents: 


WSVN's  tropical  h 
Satellites  bring 


s  affiliate  for  $270 
llion.  He  would  lose 
;  affiliation  in  1989. 
After  a  stunned 
use,  Ansin  masked 
;  inner  turmoil.  "He 
d,  'Look,  I  never  let 
siness  interfere  with 
ich,'  "  recalls  Ray 
nothy,  a  former  NBC 
e  president.  "  And 
I  recall,  I  was  gonna 
y  you  lunch.'  "  Out 
:y  went  for  stone  crabs. 
But  Ansin  was  upset.  He  had  been  a 
ral  NBC  affiliate  for  over  a  quarter- 
ltury,  rarely  preempting  network 
)gramming.  "He  was  heartbro- 
i,"  says  David  Choate,  a  former 
VN  news  director.  Ansin  vainly 
mplained  to  the  FCC,  often  quip- 
lg  that  "General  Motors  can't 
me  in  and  sell  Fords  across  the 
eet  from  a  Chevrolet  dealer." 
mbc's  purchase  left  CBS  without  a 
ami  affiliation,  and  Ansin  stood  to 
:k  it  up.  One  problem:  Ansin  want- 
to  hold  on  to  his  strong  NBC 
nchise  through  the  end  of  1988, 
len  his  contract  expired.  But  that 
t  CBS  in  the  awkward  position  of 
ting  nbc  run  its  affiliate  in  the 
erim.  That  was  unacceptable  to 
S,  which  demanded  that  if  Ansin 
nted  to  fly  the  CBS  colors  he  would 


liami  headquarters 

in  feeds  from  across  the  country. 


cartoons,  reruns  and  lame  syndicated 
fare.  "Everybody  said  he  was  going  to 
die  down  there,"  says  Tony  Malara, 
CBS's  president  of  affiliate  relations. 

Ansin  hatched  a  new  plan.  Instead 
of  cutting  costs  and  acquiring  cheap 
repeats,  he  decided  to  create  his  own 
programming,  based  almost  entirely 
on  news.  He  spent  more  than  $10 
million  on  satellites,  news  vans,  pro- 
duction equipment  and  personnel. 
Recast  as  "South  Florida's  news  sta- 
tion," wsvn  began  showing  more 
news  than  any  station  in  the  country. 

He  also  showed  different  news. 
Word-based,  informational  news  was 
out.  In  came  video  feeds  on  crime, 
sex,  disaster,  wsvn  cameramen  jerked 
the  camera  around,  to  increase  the 
perception  of  action. 

Watch  any  WSVN  newscast.  Sharp 
graphics  and  dramatic  music  intro- 


duce each  segment.  Satellites  ring  the 
station's  headquarters,  on  a  palm- 
tree-lined  key  in  Biscayne  Bay,  bring- 
ing in  feeds  from  across  the  country. 
WSVN  will  often  cut  live  to  whatever 
news  is  most  gripping,  regardless  of  its 
local  news  value.  The  station's  "world 
news"  segment  details  floods  in  En- 
gland, an  auto  accident  in  France,  a 
bus  crash  in  South  Africa. 

This  style  has  drawn  sniffing  from 
media  critics,  and  numerous  reporters 
and  anchors  have  left. "There  was  just 
not  enough  respect  or  regard  for  the 
facts,"  says  Denise  White,  a  longtime 
anchor  who  jumped  to  a  Tampa  sta- 
tion in  1990. 

But  while  the  critics 
can  question  the  social 
value  of  WSVN's  pro- 
gramming, they  can 
only  wonder  at  its  prof- 
itability. Despite  a  rat- 
ings slip  over  the  past 
year,  WSVN  remains  a 
money  machine.  With 
less  network  program- 
ming to  show,  WSVN 
can  sell  about  50% 
more  local  advertising 
than  its  rivals.  The  re- 
sults: about  $20  mil- 
lion in  operating  prof- 
its, on  revenues  of 
about  $55  million — as 
much  as  during  its  sal- 
ad years  at  nbc. 

Revived  and  flush 
with  cash,  Ansin  again 
became  a  big  three  affiliate  last  April, 
paying  $215  million  for  whdh,  Bos- 
ton's CBS  affiliate.  But  the  Ed  Ansin 
who  bought  whdh  is  different  from 
the  Ed  Ansin  who  was  a  team  player  at 
NBC  for  decades. 

In  less  than  a  year  Ansin's  staff, 
imported  from  Miami,  has  trans- 
formed that  station's  news  into  a 
slightly  more  dowdy,  New  England 
version  ofwsvN,  much  to  the  chagrin 
of  the  Boston  establishment.  So  far, 
ratings  have  nudged  upward. 

This  month  Ansin  exacted  some 
revenge  when  whdh  dropped  CBS  This 
Morning — shown  by  virtually  every 
one  of  the  network's  stations — in  fa- 
vor of  his  own  local  morning  news 
show,  cbs'  Tony  Malara  remembers 
saying  in  1987,  when  cbs  spurned 
Ansin:  "I  knew  it  would  hurt  me 
someday."  He  was  right.  m 
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MARKETING 

EDITED  BY  JOSHUA  LEUIHE 


Hollywood  studios  rely  on  a  few  blockbuster  films 
and  spend  their  marketing  dollars  accordingly. 
The  videogame  makers  are  learning  the  ropes. 

Kombat 
marketing 


By  Christopher  Palmeri 

Marketing  videogames  used  to 
mean  tossing  lots  of  products  at  the 
market  and  seeing  which  of  them 
stuck.  With  the  videogame  industry 
growing  at  40%  a  year  from  1987  to 
1993,  even  dull  games  sold  well. 

Things  aren't  so  simple  these  days. 
Now,  with  hundreds  of  participants 
and  $12  billion  a  year  in  worldwide 
retail  sales,  the  videogame  industry  is 
winnowing  the  winners  from  the  los- 
ers much  more  ruthlessly  than  in  the 
past.  A  videogame  can  cost  upwards 
of  $  1 0  million  to  produce  and  market, 
so  it's  important  for  the  game  makers 
to  cut  their  losses  fast  and  back  their 
winners  to  the  hilt. 

Sounds  like  Hollywood,  doesn't  it? 
Which  is  why  Acclaim  Entertainment 
Inc.  is  such  an  interesting  case  study. 

Publicly  held  Acclaim,  based  in 
Oyster  Bay,  N.Y.,  has  taken  a  page 
from  Hollywood's  book  of  promot- 
ing blockbuster  films  and  has  pro- 
duced the  Jurassic  Park  of  video- 
games: Mortal  Kombat,  a  game  that 
features  blood,  gore  and  human  dis- 
memberment, and  has  sold  5  million 
units  at  around  $65  each,  retail. 

Acclaim's  first  smart  step  was  to 
broaden  the  potential  market  by  si- 
multaneously releasing  Kombat  in  the 
four  major  software  formats  that  Sega 
and  Nintendo  game  machines  accept, 
something  no  other  game  maker  had 
thought  to  do.  But  Acclaim  really 
broke  the  mold  when  it  backed  up 
Mortal  Kombat's  release  last  Sept.  13 
with  a  $10  million  marketing  blitz — 
far  more  than  Acclaim  or  any  other 
independent  producer  had  spent  mar- 
keting a  game.  The  publicity  helped 
fuel  a  national  debate  on  videogame 
violence,  which  no  doubt  helped 


Scenes  from  an  ad  and  a  videogame 
Trying  to  squash  the  competition. 


Mortal  Kombat  finish  the  year  as  the 
top-selling  videogame.  The  game 
should  bring  in  $150  million  in  reve- 
nues, about  one-third  of  Acclaim's 
total  sales,  and  $25  million  in  pretax 
profits.  "This  is  a  hits-driven  busi- 
ness," says  51 -year-old  Gregory 
Fischbach,  Acclaim's  cochairman  and 
one  of  its  founders. 

Fischbach  hopes  to  repeat  the  trick. 
This  year  60%  of  Acclaim's  $40  mil- 
lion marketing  budget  will  back  just  3 
or  4  of  its  15  new  game  titles.  Great 
hopes  are  riding  on  NBA  Jam,  a  basket- 
ball videogame  that  will  be  launched 
with  a  level  of  hype  that  should  rival 
Mortal  Kombat's  rollout.  The  game 
features  licensed  likenesses  of  58  pro- 
fessional players  slam-dunking  away. 

Like  Mortal  Kombat,  NBA  Jam  is 
the  product  of  a  long-term  licensing 
agreement  with  WMS  Industries'  Wil- 
liams Bally  Midway  division,  the  na- 


tion's largest  arcade  game  maker.  NBi 
Jam  was  a  hit  in  the  arcades,  so  Ac 
claim  is  fairly  certain  the  game  will  dc 
well  in  retail  stores,  where  it  will  alsc 
sell  at  around  $65  a  copy. 

Still,  prerelease  hysteria  is  a  necessij 
ty,  and  Acclaim  is  whipping  it  up.  Lika 
movie  publicists,  the  company  hai 
been  leaking  information  to  the  vim 
eogame  press  for  months 
Acclaim  has  shipped  ou| 
200,000  NBA  Jam  posters 
counter  cards  and  7-foot] 
tall   point-of-purchase  dis] 
plays  to  retailers.  Creating 
fear  in  kids  that  the  gama 
might  sell  out  before  they  can 
pick  up  a  copy,  retailers  are  offer] 
ing  to  reserve  a  copy  of  the  gamq 
when  it  goes  on  sale  Mar.  4 — Janj 
Day — for  $10,  which  gets  credited 
towards  the  purchase.  A  sweepstake^ 
offers  a  first  prize  of  a  trip  to  nexl 
year's  National  Basketball  Associaj 
tion  all-star  game,  and  for  anyone 
who  writes  in  there's  a  free  newslettel 
that  includes  a  players  roster  and  ai 
interview  with  the  designer. 

Acclaim  will  spend  some  $6  milliorj 
on  media  advertising.  A  commercial 
cuts  between  shots  of  animated  anq 
live  players  and  teenagers  who  snarl  a1 
the  camera.  The  commercial  will  rurj 
on  the  MTV  and  espn  cable  channels 
and  during  network  NBA  games. 

Acclaim's  promotion  budget  hai 
competitors  cringing.  Laments  Rob 
ert  Kotick,  chairman  of  Los  Angeles 
based  game  maker  Activision 
"Thanks  to  Acclaim,  if  you're  not 
ready  to  commit  $1.5  million  tq 
broadcast  advertising,  you're  not  go 
ing  to  get  meaningful  shelf  space.' 
And  the  marketing  noise  is  attracting 
to  Acclaim  many  top  independent 
game  developers,  who  generally  gej 
percentages  of  their  games'  sales. 

What  if,  despite  the  hype,  NBA  Janj 
bombs?  Acclaim  would  lose  its  invest 
ment  in  marketing  and  inventory,  bull 
unlike  a  big  budget  movie,  the  game) 
itself  cost  just  $1  million  to  produce. 

Much  of  whatever  money  Acclaim 
makes  from  NBA  Jam  will  be  spent  oij 
its  next  potential  blockbuster,  Maxi 
mum  Carnage,  based  on  the  comic 
book  hero  Spider- Man.  Waiting  in 
the  wings  are  True  Lies,  based  on  the 
new  Arnold  Schwarzenegger  mov 
ie — and,  in  true  Hollywood  style,  a 
sequel:  Mortal  Kombat  II.  I 


102 


Forbes  ■  February  28,  1994 


A  BRIGHT  FINANCIAL  FUTURE 
REQUIRES  CREATIVE  VISION 
AND  A  GOOD  PLAN. 


ASK  FOR 
A JANUS 
IRA  KIT 


Janus  Funds  would 
like  to  help  you  start 
1994  off  right  by  giv- 
ing you  everything 
you  need  to  open 
your  1993  IRA  (before 
it's  too  late),  as  well  as  some  useful  retire- 
ment planning  tools.  A  complimentary 
IRA  Kit  is  now  available  from  Janus  for 
everyone  needing  a  little  direction  for 
their  tomorrows. 

A  leader  in  the  no-load  mutual  fund 
industry  for  nearly  a  quarter-century, 
Janus  Funds  can  assist  you  in  developing 
and  refining  your  own  strategies  to 
reach  your  retirement  goals. 


Our  IRA  Kit  contains  a  useful  Retirement 
Planning  Worksheet  so  you  can  determine 
where  you  are  in  your  retirement  financial 
picture.  Also  included  are  simple  step-by- 
step  directions  to  help  you  figure  out  what 
to  set  aside  now  and  in  the  future  to  achieve 
a  comfortable  retirement. 

Call  or  send  in  the  coupon  below  to 
receive  your  Janus  IRA  Kit,  which  includes 
a  prospectus  containing  more  complete 
information,  current  performance  figures 
and  an  IRA  application.  Please  read  the 
prospectus  carefully  before  you  invest  or 
send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  442 


YES  "  I  would  like  to  receive  a  Janus  IRA  Kit! 

Name  


Address 


City/State/Zip 


lanus  Funds  are  no-load  mutual  funds. 


Funds  disirinuied  bv  J;tnus  Distributors.  Inc  Member  NASD. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  442 
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MOTIVE  MEDIA 


If  CD-ROM  publisher  Metatec  has  trouble  defining  what 
it's  all  about,  that  could  be  because  the  market  itself 
is  too  young  to  focus  on  one  product. 

When  in  doubt, 


diversify 


By  Nikhil  Hutheesing 

IT'S  HARD  TO  PREDICT  justwhat  line  of 
business  Metatec  Corp.  will  be  in,  say, 
six  years  from  now,  except  that  it  will 
probably  have  something  to  do  with 
interactive  media.  Jeffrey  M.  Wilkins, 
the  company's  chief  executive  and 
15.6%  owner,  is  following  this  strate- 
gy: Try  just  about  anything,  and  see 
what  works. 

Metatec  is  all  over  the  place.  It  does 
custom  publishing  of  CD-ROMs  for 
other  firms  that  need  to  distribute  a 
lot  of  data;  it  publishes  a  new  media 
magazine  in  CD-ROM  format;  and  it 
has  teamed  up  with  CompuServe  to 
blend  on-line  information  and  CD- 
rom  information  in  some  nebulous 
fashion.  With  this  eclectic  strategy, 
Columbus,  Ohio-based  Metatec  ex- 
pects to  net  more  than  $1  million  on 
sales  of  $21  million  in  1993. 

Maybe  this  isn't  such  a  bad  plan  of 
attack  for  a  young  company  in  an 
immature  industry.  There's  no  telling 
where  CD-ROM  will  be  come  the  turn 
of  the  century.  It  might  replace  the 
printed  word  and  the  VCR.  Then 
again,  it  might  be  a  dud. 

"We  are  building  a  business  around 
a  core  technology,"  says  Wilkins. 
"There  are  a  variety  of  ways  to  bring  it 
to  market,  but  I  don't  know  which 
will  be  real  or  a  dead  end,  so  I  focus  on 
diversification." 

Wilkins,  49,  started  CompuServe 
24  years  ago  and  built  it  into  a  $20 
million  (revenues)  on-line  informa- 
tion services  company,  before  selling 
it  in  1980  to  H&R  Block,  for  $22 
million.  His  strategy  there:  Target 
business  customers  first,  since  they  are 
willing  to  pay  a  premium  for  crucial 
services  such  as  fetching  security 
prices  or  sending  electronic  mail.  Wil- 


kins later  began  to  develop  the  busi- 
ness of  selling  information  to  owners 
of  personal  computers  equipped  with 
modems. 

After  selling  CompuServe,  he  ran  it 
for  five  years,  then  left  to  start  another 
company.  This  time  he  fumbled  at 
first.  His  new  company,  Discovery 
Systems,  went  into  a  consumer  line: 
manufacturing  audio  CDs  for  music 
publishers.  He  soon  found  himself 
fighting  a  price  war  with  companies 
like  Sony,  and  Discovery  landed  in 
bankruptcy  court. 

To  salvage  the  business  Wilkins 
raised  new  equity  capital  privately, 
then  merged  Discovery  into  a  publicly 
traded  shell  that  he  renamed  Metatec. 
To  avoid  head-to-head  competition 
in  compact  disks  with  Sony,  he  decid- 
ed to  become  a  custom  CD  publisher 
of  business  data. 

Metatec  has  300  customers  in  this 
line  of  business.  The  American  Medi- 
cal Association  is  one.  It  compiles  a 
quarterly  review  of  medical  practice 
advice  about  heart  surgery,  cancer 
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tments,  emergency  room  proce- 
ss and  the  like.  The  ama  distrib- 
the  review  to  physicans,  teaching 
'ersities  and  insurance  companies, 
ut  it  all  on  paper  and  you  would 
\  a  stack  of  100,000  pages  every 
e  months.  Instead,  the  ama  elec- 
tically  dispatches  the  information 
vletatec  Corp.  Metatec  creates  a 
interface  and  compiles  the  data 
several  hundred  megabytes  of 
iputer  blips  on  one  CD-ROM  mas- 
It  then  produces  2,500  copies, 
ieneral  Motors  uses  Metatec  to 
y  CD-ROMs  containing  parts  prices 
ts  dealers.  Digital  Equipment  uses 


Metatec  to  publish  technical  notes  on 
its  software. 

The  copying,  at  the  same  Ohio 
plant  where  Wilkins  lost  his  shirt  try- 
ing to  supply  the  music  market,  costs 
about  $2  per  disk.  That's  not  compet- 
itive with  a  Sony  plant  doing  a  Mi- 
chael Jackson  album,  but  the  extra 
cost  doesn't  matter  in  this  specialized 
market.  For  business  customers,  Met- 
atec's  real  value  added  is  its  ability  to 
organize  data  and  get  it  out  to  the 
user.  Anticipating  strong  growth, 
Wilkins  is  now  more  than  doubling 
Metatec's  disk-stamping  capacity,  to 
1  million  a  month. 


With  custom  business  publishing 
providing  a  steady  income,  Wilkins 
decided  to  have  another  go  at  the 
consumer  market.  In  1990  he  started 
putting  out  an  interactive  multimedia 
magazine  called  Nautilus,  perhaps 
the  only  magazine  published  exclu- 
sively on  CD-ROM.  (The  closest  thing 
to  it  seems  to  be  KidSoft,  a  quarterly 
children's  magazine  published  in  Los 
Gatos,  Calif,  that  combines  printed 
articles  with  a  CD-ROM  game  sampler. ) 

For  $11  a  month,  Nautilus  sub- 
scribers get  a  CD-ROM  disk  that  would 
take  20  hours  to  play,  if  they  sat 
through  it  all.  But  it's  designed  for 
browsing.  It's  a  mix  of  articles,  pho- 
tos, music  and  video,  with  a  heavy 
dose  of  software  product  samples  and 
hardware  reviews.  It  marries  the  au- 
diovisual power  of  a  television  set  to 
the  page-flipping  convenience  of  a 
printed  magazine.  Thus,  a  browser 
who  stumbles  on  an  article  about 
Windham  Hill  singer/guitarist  John 
Gorka  is  invited  to  listen  to  a  song 
from  his  latest  album.  For  now,  most 
of  the  revenue  comes  from  circulation 
( 12,000),  but  the  ultimate  payoff  may 
come  from  advertising  or,  in  KidSoft 
fashion,  from  an  on-line  feature  that 
would  enable  subscribers  to  buy  soft- 
ware after  seeing  a  sample  of  it. 

There's  some  risk  that  magazines 
will  prove  to  be  a  cd  rom  dud.  Per- 
haps on-line  services  or  cable  opera- 
tors will  someday  do  a  better  job  of 
letting  subscribers  browse  and  then 
order  merchandise  on  impulse.  So 
Wilkins  is  hedging  his  bets.  In  Sep- 
tember he  teamed  up  with  his  old 
friends  at  CompuServe  on  a  joint 
venture  that  will  combine  on-line 
data  and  CD-ROM.  Smart  move,  says 
David  Simons,  a  partner  at  Digital 
Video  Investments  in  New  York  City: 
You  take  two  familiar  technologies 
and  bridge  them. 

Details  are  still  fuzzy,  but  it  is  likely 
that  CompuServe  subscribers  will  be 
able  to  buy  a  monthly  CD-ROM  supple- 
ment that  will  soup  up  their  on-line 
service  with  graphics  and  sound.  Says 
Wilkins,  "At  CompuServe  my  ulti- 
mate desire  was  to  find  a  way  to 
deliver  information  interactively  with 
compelling  content  and  experience.  I 
don't  see  how  it  can  get  there  without 
optical  technology."  Wilkins  has  got- 
ten there.  Now  he  just  has  to  get  the 
consumer  there.  M 
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Adaptec  prospered  on  PC  data  flow.  As  new  standards 
take  hold,  will  the  company  be  left  behind? 

Innovate  or  die 


By  Jeffrey  Young 

John  G.  Adler,  the  54-year-old  chief 
executive  officer  of  Adaptec,  should 
be  sitting  pretty.  His  company  leads  in 
the  sale  of  channels  through  which 
computers  communicate  with  exter- 
nal hard  drives  and  other  peripheral 
devices.  Yet  he  knows  the  iron  law  of 
computing:  Only  innovators  who 
keep  innovating  survive. 

"We  have  to  be  good  at  obsoleting 
our  own  products,"  he  smiles,  a  hint 
of  his  native  Hungarian  still  coloring 
his  English.  "If  we  don't  eat  our  own 
children,  someone  else  will." 

Adaptec's  products  are  far  from 
obsolete  now.  In  its  March  1993  fiscal 
year  the  company  more  than  doubled 
its  revenues,  to  $311  million,  and 
more  than  tripled  its  net  income,  to 
$49  million.  It's  a  credit  to  Adler  that 
amid  such  prosperity  he's  worrying 
about  his  company's  survival. 

Adaptec  has  made  its  fortune  by 
adapting  a  workstation  input/output 
standard  to  PCs.  The  standard,  SCSI 
(small  computer  system  interface),  is  a 
collection  of  software  language  and 
hardware  specifications  that 
makes  it  easy  to  add  storage 
capacity  and  other  enhance- 
ments to  a  system. 

A  high-end  personal  comput- 
er equipped  with  sesi  (called 
scuzzy)  can  funnel  data  to  and 
from  as  many  as  15  peripheral 
devices  at  once  without  confu- 
sion because  the  data  move  in 
individually  addressed  packets, 
like  messengers  in  a  hallway. 
That  capability  lends  flexibility 
to  owners.  With  SCSI,  they  can 
easily  upgrade  overtaxed  sys- 
tems without  starting  from 
scratch. 

Adaptec  now  sells  chips  and 
boards  for  PCs  of  many  different 
performance  levels.  It  also 
writes  the  software  that  enables 
any  disk  drive  or  optical  scanner 
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to  hold  up  its  end  of  a  sc  si  conversa- 
tion, pc:  manufacturers  pay  Adaptec 
$7  to  $60  for  each  SCSI  chip  set. 
Consumers  who  buy  in  the  aftermar- 
ket  pay  anywhere  from  $50  to  $390. 

The  problem  is  that  SCSI  has,  in  a 
way,  been  too  obviously  profitable: 
Juicy  margins  attract  competitors. 
SCSI  isn't  the  only  way  to  skin  the  cat. 
One  alternative  is  IDE/ATA,  which 
connects  directly  to  the  computer 
bus  and  accommodates  two  hard 
drives  per  connector.  A  newer  ver 
sion,  called  ATA  Packet  Interface,  can 
handle  two  peripherals  of  any  kind. 
Moreover,  Atapi  (as  it  is  known)  is 
cheaper  for  PC  manufacturers  than 
what  Adaptec  has  to  offer.  Yet  other 
standards  are  now  being  developed 
that  will  be  better  at  handling  inter- 
active media,  a  function  SCSI's  de- 
signers never  envisaged. 

Adler  knows  that  his  company  is  at 
a  crossroads,  and  he  is  trying  to  devel- 
op new  products  and  improve  exist- 
ing ones — so  far  with  mixed  success. 
The  company  went  into  laser  printer 


John  Adler  with  a  "scuzzy"  adaptor 
Eat  your  children  or  someone  else  will. 


controllers  a  couple  of  years  ago,  b 
wrote  that  business  off  and  got  oj 
Another  frustration:  providing  coi 
trailers  for  the  once  promising  mark) 
for  miniature  drives.  "A  financial  dj 
appointment,"  Adler  says. 

The  other  big  opportunity  he  tal 
about  is  multimedia.  "It  makes  a  1 
of  sense  for  a  Sony  to  put  a  s< 
connector  on  a  laser  disc  or  videota] 
player,"  says  Adler.  "  That  way  tin 
only  have  to  support  a  single  forrai 
and  their  machines  will  work  with  id 
of  different  com puters." 

But  that  route  is  by  no  means  sin 
pie.  In  recent  years  the  success 
Windows,  Unix  and  other  prodiM 
that  require  massive  data  flow  h 
spawned  a  new,  ver)'  fast  connects 
standard  called  local  bus.  Adaptec 
now  making  SCSI  controllers  that  ci 
work  through  the  bus,  but  even  if 
does,  the  market  would  primarily  I 
limited  to  high-performance  use; 
who  require  easy  ways  to  add  hig 
powered  peripherals. 

A  more  fundamental  challenge 
posed  by  SCSI's  inherent  limitation 
The  standard  was  designed  to  mo 
reams  of  data  fast  without  need 
synchronize  voice  and  video.  Wl) 
cares  if  some  messengers  reach  t 
office  a  bit  late,  when  their  data  a 
destined  for  a  mere  spreadsheet?  B 
tomorrow's  messengers  will  have 
be  punctual,  because  they  will  I 
painting  moving  pictures. 

Adler  himself  admits  as  mud 
"Video  is  time-based  and  can't  wi 
for  the  next  revolution  of  t 
hard   disk   platter   if  you' 
missed  a  frame." 

In  short,  while  today's  desj 
top  video  applications  doii 
fully  tax  sesi  capabilities,  Ada| 
tec  is  already  reworking  its  d 
channels  to  adapt  them  to  vidi 
applications.  Last  year  the  con 
pany  spent  just  under  10% 
revenues  on  research  and  devi 
opment. 

But  can  Adaptec  make  t 
right  bets?  Adler  believes  it  d 
still  catch  the  local  bus.  "The 
is  a  big  opportunity  here  for 
to  jump  in,  use  our  silicon  a( 
software  skills,  and  get  in  early 
he  muses. 

But  they'd  better  get  in  ear 
or  never.  There  are  no  seed 
chances  in  this  business.  I 
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IMMENTARY  BY  RICHARD  A.  SHAFFER 


ard  A.  Shaffer  is  founder  of  Technologic 
lers,  a  technology  consulting 
Dany  in  New  York  City,  and  publisher  of 
inologic  Computer  Letter. 


jor  premise:  Users  want  their 
iputers  networked.  Witness  the 
nomenal  growth  in  networking 
ware  and  hardware  suppliers  over 
past  decade. 

i  minor  premise:  Users  want  their 
iputers  portable.  Again,  just  look 
he  facts,  namely  the  huge  sales 
rhinkpads  and  Powerbooks  and 
like,  even  though  they  cost 
re  than  desktop  machines  of  com- 
ible  power. 

'onclusion:  The  day  is  dawning  on 
;w  world  of  portable,  networked 
lputers,  which  of  course  means 
;lessly  networked  computers, 
:e  wires  are  not  portable, 
ast  year  2.7  million  portable  com- 
ers were  sold.  We  are  seeing  a  dual 
id  toward  a  mobile  work  force  and 
irtual  office  in  which  employees 
;  even  a  desk.  Under  the  circum- 
ices,  it  is  more  than  logical,  it  is 
Stable,  that  wireless  networks  will 
tr  the  mainstream  of  data  commu- 
Ltions.  Companies  will  simply 
aden  their  existing  networks. 
:y  will  reach  workers  where  the 
i  are  needed,  whether  in  the  con- 
nce  room,  at  the  loading  dock,  in 
president's  office  or  at  an  ad  hoc 
sting  in  the  cafeteria. 
Vhy  hasn't  all  this  happened  on 
?  Technological  bottlenecks.  Al- 
ugh  users  of  portable  computers 
ild  like  to  be  able  to  have  all  the 
'ices  of  their  office  networks,  no 
:ter  where  they  happen  to  roam, 
technologies  for  doing  that  have 


been  too  slow,  too  expensive  and  too 
complicated.  And  so  the  sales  of  wire- 
less networking  equipment  have  dis- 
appointed the  early  bulls — myself  in- 
cluded— and  the  early  entrants  in 
the  business. 

But  one  segment  of  the  wireless 
networking  business  is  prospering 
already.  This  is  the  teletransaction 
segment  that  caters  to  inventory 
control  and  related  tasks.  Compa- 
nies such  as  LXC,  Norand,  Symbol 
Technology  and  Telxon  have  built  a 
market  that  approaches  $500  mil- 
lion in  annual  revenues  by  supplying 
factories,  fast-food  chains,  retail 
stores  and  warehouses  with  radio- 
based  data  networks  and  the  custom- 
ized palmtop  terminals  that  commu- 
nicate over  them. 

What  they  lack  in  glamour,  these 
specialized,  usually  low-speed  net- 
works more  than  make  up  in  scale, 
with  networks  of  hundreds  or  thou- 
sands of  hand-held  terminals. 
Telxon,  for  example,  has  supplied 
every  Wal-Mart  store  in  the  country 
with  its  DataSpan  radio  networks 
and  terminals,  and  counts  Hertz 
Rent-A-Car  and  Purolator,  the  giant 
Canadian-based  courier  service, 
among  its  customers. 

These  wireless  transaction  net- 
works transmit  data  over  radio  fre- 
quencies reserved  for  what  are  called 
unlicensed  uses,  as  opposed  to  the 
licensed  radio  bands  assigned  to,  say, 
radio  and  television  broadcasters  and 
operators  of  public  cellular  networks. 

A  second,  much  smaller,  segment 
of  the  wireless  network  market  con- 
sists of  companies  selling  high-per- 
formance connections  for  comput- 
ers that  are  moved  just  once  in  a 
while.  To  eliminate  the  need  for 
costly  permanent  cabling  while  pro- 
viding the  speed  of  wired  networks, 
radios  are  used  in  such  networks 
systems  as  the  NCR  Wavelan,  the  Mo- 
torola Altair  and  the  Windata  Free- 
Port.  The  network  connections  are 
made  via  beams  of  infrared  light  in 
the  systems  sold  by  Infralan  Tech- 
nologies and  Photonics.  For  both 
approaches,  however,  sales  are  limit- 


ed to  a  few  tens  of  thousands  of  units 
a  year,  for  technological  reasons. 
The  radio  networks  are  many  times 
more  expensive  than  their  cable 
counterparts,  and  the  infrared  sys- 
tems operate  at  only  a  fraction  of 
cable  speeds. 

The  principal  opportunity  for  wire- 
less networking  lies  in  a  third  segment 
that  is  only  now  emerging.  Gradually, 
more  and  more  managers  of  corpo- 
rate computing  are  beginning  to  be- 
lieve that  the  true  value  of  wireless 
technology  lies  in  providing  network 
access  to  workers  who  don't  have  a 
desktop  system  but  who  need  to  send 
and  receive  electronic  mail,  get  infor- 
mation from  corporate  databases  or 
share  files.  Companies  in  this  embry- 
onic sector — they  include  Proxim 
Inc.,  Photonics  Corp.  and  Xircom 
Inc. — are  combining  the  best  features 
of  the  other  two  segments  to  create 
wireless  networking  for  the  legions  of 
workers  that  are  expected  to  tote 
notebook  computers  or  personal  digi- 
tal assistants. 

Although  this  third  networking 
market  is  only  in  its  early  stages,  it 
hasn't  gone  unnoticed.  Recently 
companies  in  the  wireless  local-area- 
network  business  have  been  inching 
into  the  mobile  sector,  although  the 
companies  most  likely  to  capitalize  on 
it  may  be  the  pioneers,  such  as 
Proxim. 

Proxim  started  out  doing  spread- 
spectrum  radio  networks  for  the  mili- 
tary, then  moved  on  to  commercial 
applications.  Proxim's  competitors 
include  Data  Race,  which  is  bringing 
out  radio- based  Ethernet  adapters 
that  are  designed  to  send  9.5  million 
bits  of  data  per  second;  Digital  Ocean, 
which  is  developing  a  family  of 
spread-spectrum  adapters  for  both 
desktop  and  mobile  Apple  products; 
and  Wi-LAN,  which  is  focusing  on 
stationary  radio  networks  with  a  pat- 
ented technology  that  supposedly  can 
send  information  as  quickly  as  20 
megabits  per  second. 

Wireless  computing  is  definitely 
coming.  You  just  have  to  hold  your 
breath  for  a  while  longer.  US 
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Lessons  from 
the  clone  war 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Micnael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


In  the  summer  of  1982  I  visited  an 
acquaintance,  a  computer  logic  de- 
signer. Like  hundreds  of  his  counter- 
parts that  year,  in  hundreds  of  startup 
companies,  he  was  poring  over  IBM's 
hardware  and  software  reference 
books  in  an  effort  to  clone  the  IBM  PC. 
Gesturing  at  the  published  schematics 
and  specifications  on  his  desk,  he  said: 
"Look  at  this.  IBM  has  spilled  its  guts 
here.  It's  wide  open.'1 

That  was  a  dozen  years  ago.  The 
IBM  personal  computer  was  a  smash 
hit  and  150  companies  charged  into 
manufacturing  clones.  It  was  obvious 
that  150  IBM-compatible  computers 
would  not  all  fit  on  the  store  shelf. 
There  would  be  a  shakeout. 

It  was  by  no  means  apparent  that 
Compaq  was  destined  to  win  the 
clone  war.  When  the  then-little 
Houston  outfit  launched  its  first  com- 
puter that  November  at  a  well-orches- 
trated  press  conference  in  Manhattan, 
the  Compaq  computer  had  only  one 
overtly  distinguishing  quality:  It  was 
portable.  Some- other  PC  clones  had 
this  feature,  too,  so  it  was  not  unique 
in  this  respect. 

But  then,  no  clonemaker  wanted  to 
create  a  computer  superior  to  IBM's 
PC.  They  all  wanted  to  create  a  copy 
superior  to  the  149  other  copies.  Tex- 
as Instruments  departed  somewhat 
from  the  IBM  hardware  standard  in  an 
effort  to  field  a  superior  computer. 
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This  it  did,  but  the  effort  was  doomed 
because  the  computer  was  not  100% 
IBM  compatible. 

I  wondered:  How  could  any  com- 
puter stand  out  in  this  curious  race  to 
achieve  exact  alikeness? 

Compaq  stood  out,  not  through 
technology  but  through  superior 
marketing — and  by  acquiring  re- 
sources for  what  it  knew  would  be  a 
war  of  attrition.  While  the  long  since 
vanished  doners  like  Victor,  Vector 
and  Hyperion — where  are  they 
now? — were  building  nearly  identical 
machines,  Compaq's  managers  were 
building  a  colossal  war  chest.  Com- 
paq's cofounder  and  then  chairman, 
Rod  Canion,  gathered  to  Compaq  in 
just  a  few  months  the  largest  pool  of 
venture  capital  that  ever  had  been 
concentrated  on  a  single  venture, 
close  to  $25  million. 

The  strong  capital  base  enabled 
Compaq  to  offer  to  potential  com- 
puter dealers  solid  reassurance  about 
Compaq's  own  future  stability  as  a 
manufacturer.  Canion  also  made  a 
point  of  keeping  a  wide  spread  be- 
tween the  wholesale  price  and  the 
"suggested  retail"  that  the  company 
published.  The  spread  was  handsome 
enough  to  secure  a  highly  visible  place 
for  Compaq's  attractive  new  ma- 
chines on  the  dealers'  shelves  next  to 
the  IBM  PC.  Dealers,  at  their  discre- 
tion, could  use  the  spread  either  to 
offer  deals  to  the  customers  or  to 
fatten  their  own  margins.  They  had  an 
added  incentive  to  push  Compaq's 
computers.  Compaq  backed  its  deal- 
ers with  lots  of  TV  advertising. 

It  worked.  Money  and  marketing 
won  the  day.  Compaq  became  the 
fastest-grow  ing  publicly  held  compa- 
ny in  history.  Compaq's  profit  margin 
w  as  slim,  but  it  gained  market  share 
and  remained  financially  healthy. 
Right  and  left,  other  clonemakers 
were  failing. 

For  a  time  Compaq's  stockholders 
didn't  fare  particularly  well.  Analysts 
watched  the  destructive  clone  war  so 


visibly  in  progress  and  wondered  ho 
little  Compaq  could  take  on  IBM  an 
Texas  Instruments.  In  late  1984  yd 
could  have  bought  Compaq  shari 
for  less  than  book  value.  Had  yo 
done  so,  vou  would  be  sitting  on 
4,800%  gain  now. 

You  didn't  buy  at  the  bottom?  Ne 
ther  did  I.  Few  investors  understoo 
that  profits  were  weak  because  ti 
company  was  engaged  in  a  war  < 
attrition,  much  like  Philip  Morris'  w; 
last  year  with  RJR. 

No  sooner  had  Compaq  triumphe 
in  the  first  battle  when  war  erupted  o 
another  front.  A  new  generation  < 
clone  builders — Dell,  Zeos,  alr- 
discovered  it  could  bypass  the  deale: 
and  sell  by  mail.  Compaq's  pampe 
the-dealer  strategy  was  outmoded. 

Perhaps  because  Canion  didn't  rt 
act  quickly  enough,  he  was  pusha 
out  in  late  1991.  The  new  chief  execu 
five  officer,  Eckhard  Pfeiffer,  cu 
prices  and  overhead  to  meet  the  d 
rect-selling  competition.  Again,  sua 
cess.  With  lower  prices,  manufactui 
ing  efficiencies  and  its  brand -nam 
recognition,  Compaq  sold  so  man 
machines  that  the  competitive  threJ 
was  blunted.  December  quarter  ean 
ings  were  up  70%  over  1992,  to  $15 
million,  on  sales  of  $2.2  billion. 

Investors  and  entrepreneurs  ca 
gain  some  helpful  insights  from  til 
Compaq  case  study.  One  is  that 
technology  company  can  succed 
without  creating  a  technology.  Com 
paq's  first  machines  were  hardly  dij 
tinguishable  from  the  competition' 
but  its  finances,  marketing  and  overa 
management  were  superior. 

Technical  cleverness  sometimes  tr 
umphs.  David  did  beat  Goliath.  Bi 
in  a  clone  war,  where  standardization 
is  everything  and  originality  worH 
against  you,  bet  on  a  company  w  ith 
strong  balance  sheet  and  good  maj 
keting  sense.  Compaq  was  never  aj 
underdog.  All  the  underdogs  lost. 

In  1994  hardware  and  softwai) 
standards  are  loosening  up.  New  pro 
cessors,  new  system  software  and  ne\ 
ideas  about  computer  design  are  bfl 
ginning  to  flower.  It  is  the  type  d 
environment  in  which  technical  innc 
vation  might  flourish,  but  I  woul 
keep  betting  on  management.  Con} 
paq  is  still  attractive.  Buy  the  stock: 
you  can  get  it  at  a  price  of  80  or  bettei 
sell  if  and  when  it  hits  112.  ■ 
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STAYING  HEALTHY 


All  MR  I  scans  are  not  the  same.  If  you  are 
claustrophobic  it  pays  to  know  the  differences. 

How  to  avoid 
that  buried-alive 
feeling 
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By  Phyllis  Berman 

Doctors  look  on  magnetic  reso- 
nance imaging,  a  high-tech  alterna- 
tive to  X  rays  and  exploratory'  surgery, 
as  a  godsend.  For  some  kinds  of  diag- 
nosis— including  certain  heart  dis- 
eases, tumors,  brain  disorders  such  as 
multiple  sclerosis,  and  vari- 
ous joint  and  spine  prob- 
lems— it  opens  a  window 
on  the  body's  interior  that 
is  not  available  by  any  kind 
of  X  ray.  Something  like 
3,000  MR]  machines  now 
operate  in  the  U.S.,  doing 
about  6  million  scans  a  year 
at  a  cost  of  $850  or  so 
apiece. 

Patients  inclined  toward 
claustrophobia,  however, 
look  on  mri  with  terror.  For 
them,  a  procedure  that  in- 
volves spending  45  minutes 
in  a  tight  metal  box  makes  them  feel  as 
if  they're  being  buried  alive.  But  for 
claustrophobes,  there's  a  newer  ver- 
sion of  the  mri  technique  that  is  much 
less  frightening. 

MRI  works  by  creating  a  powerful 
magnetic  field  around  and  through 
the  body,  causing  hydrogen  nuclei  in 
the  body's  water  molecules  to  line  up 
like  so  many  compass  needles.  The 
machine  sends  out  a  radio  signal.  The 
hydrogen  nuclei  get  an  energy  boost, 
giving  off  radio  waves  of  their  own 
that  the  machine  detects  and  inter- 
prets into  an  image. 

The  magnetic  field  is  very  powerful. 
MRls  go  up  to  a  field  strength  of 
1 5,000  gauss.  By  way  of  comparison, 
the  earth's  magnetic  field,  strong 


enough  to  move  a  compass  needle,  is 
between  0.3  and  0.7  gauss  (depend- 
ing on  location). 

Creating  a  15,000-gauss  field  de- 
mands a  huge  amount  of  electricity 
and  a  small  separation  between  the 


Raymond 
Damadian, 
nventor  of 
the  first  MRI 
His  latest  de- 
vice: four  beds, 
no  waiting. 


superconducting  electromagnets  and 
the  body.  Hence  the  coffin-like  de- 
sign of  MRI  machines:  a  narrow  metal 
tube  just  big  enough  for  a  body.  One 
medical  journal  reported  that  5%  to 
1 0%  of  patients  experience  claustro- 
phobia during  MRls,  and  another  35% 
experience  severe  anxiety. 

But  for  the  claustrophobes  there's  a 
machine  with  a  more  open  design  and 
milder  magnetic  fields  measuring 
anywhere  from  2,000  to  6,000  gauss. 
An  iron  frame  of  the  magnet,  not  used 
in  conventional  mri  machines,  makes 
possible  much  wider  openings  at  both 
ends.  The  iron  frame  magnets  also 
make  less  of  a  fearsome  banging 
sound  that  happens  inside  the  con- 
ventional machines. 


Currently,  about  1  in  20  of  the  Mi 
machines  in  use  is  of  the  open  desigr 
Given  their  scarcity,  and  the  fact  tha 
some  radiologists  have  misgivin 
about  the  quality  of  lower-field  MF 
images,  you  may  have  to  make  a  fuss 
avoiding  the  coffin-style  machine 
important  to  you. 

Dr.  William  Bradley,  director  < 
MRI  and  radiology  research  at  Lon 
Beach  (Calif.)  Memorial  Medics 
Center,  doesn't  like  low-field  ma  < 
chines.  "The  images  are  worse  tha 
those  of  high-field  MRls,"  he  says.  B 
Dr.  Raymond  Damadian,  president 
Fonar  Corp.,  who  patented  the  firsj 
mri  in  1974,  disagrees.  Publicly  helj 
Fonar  now  specializes  in  medium! 
field  machines  and  says  it  has  installe 
about  130  in  the  U.S.  Says  Damadiarj 
"For  many  regions  of  the  brain,  spin 
and  knee,  the  mid-field  units  actual! 
produce  better  images  than  the  high) 
field  machines."  That's  in  part  be 
cause  they  are  less  sensitive  to  th| 
patient's  movements,  he  says. 

For  the  handful  of  pa) 
tients  who  care  about  m 
price  of  an  mri,  there  is  on 
more  factor  weighing  in  fa 
vor  of  open-design  mai|i 
chines:  The  machines  cosj 
only  $900,000,  agail 
$2.2  million  for  a  high-fiel 
machine.  Unless  you're  be 
ing  ripped  off,  sessions  oi 
the  lower- strength  maj 
chines  should  cost  less  thai 
the  usual  $850. 

Should,  but  don't.  Da 
madian's  managemera 
company  owns  and  oper 
ates  20  mid-field  machines.  He  says 
"We  own  scanning  clinics  where  w< 
introduced  a  price  of  $480  per  scan 
But  doctors  wouldn't  send  us  pa 
tients.  They  said,  'What  do  I  care  wha| 
you  charge  patients?  The  patienj 
doesn't  pay  the  bill.'  "  Who  knowsj 
Maybe  the  doctors  want  to  send  tin 
patients  to  their  own  scanning  clinics 
or  clinics  that  pay  them  kickbacks  foi 
sending  business  their  way. 

Damadian  hasn't  given  up.  Fona 
has  a  new  6,000-gauss  mri  designed 
to  accommodate  four  patients  anc 
cost  as  little  as  $100  per  scan.  Moral 
Claustrophobes  should  look  aroun<| 
before  signing  up  for  an  mri.  Sc 
should  people  who  pay  their  owi 
medical  bills. 
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60  YEARS  AGO, 
iOBBY  JONES  AND  CLIFFORD  ROBERTS 
OFFERED  A  FEW  SELECT  FRIENDS 
A  SIMILAR  OPPORTUNITY. 


se  fortunate  few  became  part  of  one  of 
s  most  treasured  traditions.  Member- 
in  a  club  created  exclusively  for  golf 
rs  by  golf  lovers. 

ver  the  decades,  the  waiting  lists  to 
i  venerable  venues  have  grown  longer 

a  625-yard  par  five  -  making  member- 

virtually  unreachable, 
lat  was,  until  now. 

Waiting  Is  Over. 

ie  founders  of  recently-opened 
les  National  Golf  Club  share  the  same 
ciples  and  passion  for  the  game  that 
o  the  classic  clubs  like  Augusta 
anal,  Seminole  and  Pine  Valley.  A 
ed  number  of  members  to  maximize 
-round  playability  and  enjoyability.  An 
rent  understanding  that  highly  success- 
ieople  prefer  to  associate  with  people 
milar  accomplishments,  ideas  and 
Is.  And  last  but  not  least,  a  great 
course. 

ie  main  difference  between  Naples 
anal  and  the  Augusta  Nationals  of  the 
d  is  that  Naples  National  still  has  a 
equity  memberships  available. 

AKiNG  Golf  History. 

hen  Bobby  Jones  was  planning  the 
usta  National  layout,  he  sought  out 
)ne  architect  who  could  best  execute 
Ireams:  Dr.  Alister  Mackenzie,  whose 
:erpieces  include  two  of  Golf  Digest's 
hree  courses  in  America.  When 
ning  the  Naples  National  layout,  the 
's  founders  selected  Dr.  Michael 
izan,  whose  masterworks  include 
Digest's  Best  New  Canadian  Private 
ses  of  1992  and  1993. 
ke  Dr.  Mackenzie,  Dr.  Hurdzan  be- 
;s  in  the  tradition  of  making  the  most 
itive  terrain.  In  this  case,  centuries-old 
ds  of  cypress  and  pine,  marshland  and 
I.  The  end  result  is  simply  stunning. 
>e  privileged  enough  to  have  played 
Valley  will  immediately  pick  up  on 
ing  (and  often  harrowing)  similarities. 
>ed  sand  scrub  waste  areas  bordering 
culously  manicured  fairways, 
urdzan's  overall  design  is  a  throwback 
e  historic  courses  of  60,  70,  80  years 
No  island  greens.  No  railroad  ties.  No 
nicks.  And  no  need  for  Daly-esque 
th.  Still  and  all,  from  the  tips,  this  par 
>ps  out  at  well  over  7,000  yards  — 
lg  even  low  handicappers  a  high 
ee  of  difficulty  and  reward. 


No  expense  has  been  spared  in 
design  —  or  maintenance.  Every  round 
will  be  played  in  tournament  level 
conditions. 

Practice  Made  Perfect. 

Even  the  practice  facilities  reflect  a 
passion  for  perfection.  The  professional 
staff  includes  a  P.G.A.  "Teacher  Of  the 
Year."  The  facility  itself  features  multiple 
hitting  areas  (with  uphill,  downhill  and 
sidehill  lie  options),  five  target  greens 
with  strategic  trees  and  bunkers  to 
simulate  on-course  conditions,  sand 
bunkers  and  two  regular  course-qua lity 
putting  greens. 

A  Very  Private  Property. 

With  just  275  members  —  most  of 
whom  reside  outside  Florida  and 
abroad—  you'll  be  able  to  play 


whenever  you  please.  Some  days,  you 
may  have  the  course  all  to  yourself.  Here, 
getting  in  18  in  under  3  1/2  hours  is  par 
for  the  course,  whether  riding,  or  walking 
with  an  experienced  caddie.  The  only 
spectators  are  the  wildlife  who  cohabit 
this  scenic  sanctuary.  You  see,  at  Naples 
National,  you're  surrounded  by  nature. 
Not  houses  or  condos.  This  is,  after  all,  an 
exclusive  golf  club.  Not  a  real  estate  deve- 
lopment. No  noisy  pools.  No  tennis.  No 
afternoon  teas.  Just  18  tees  and  greens. 
Pure,  unadulterated  golf  heaven. 

Accommodating  Your  Every  Need. 

The  clubhouse  is  Italian  Renaissance  in 
design.  The  service  will  be  quietly  catered 
by  design.  The  locker  rooms  plush  and 
roomy.  The  grills  and  dining  room  will 
feature  first-class  fare.  And  since  many 
members  will  be  jetting  in  from  distant 
locales,  18  guest  suites  will  provide  a  wel- 
come, elegant  home  away  from  home. 
The  nearby  Florida  coastal  resort  of 
Naples  affords  additional  luxurious  lodg- 
ing and  dining. 

Club  Champions. 

As  you  might  expect,  a  new  golf  club 
with  such  high  standards  has  already  at- 
tracted high  profile  members.  Chairmen 
and  CEOs  of  Fortune  500  corporations. 
Champions  of  international  commerce, 
entertainment  and  sports,  like  former 
Masters  and  U.S.  Open  champ  Fuzzy 
Zoeller.  The  list  is  most  impressive.  So, 
of  course,  are  the  fees.  But  as  long  as 
there  are  golfers  who  can  afford  the  ab- 
solute best  the  game  has  to  offer,  Naples 
National  will  continue  to  provide  it. 

The  Ultimate  Golf  Lesson. 

Ask  anyone  who,  years  ago,  might  have 
passed  up  the  opportunity  to  join  an  ex- 
clusive golf  club  like  Augusta  National,  if 
they  ever  regretted  their  decision.  You  al- 
ready know  how  they'd  answer. 

Naples  National  is  one  of  thoseonce- 
in-a-lifetime  opportunities.  To  belong  to  a 
club  where  the  membership  will  be 
cherished.  Now  and  forever.  Proudly  pas- 
sed from  generation  to  generation. 

You've  worked  hard  to  arrive  at  this 
moment.  You've  developed  an  affinity  for 
the  game  that  borders  on  obsession. 
You've  fantasized  about  a  scenario  like 
this  for  years. 
Join  the  club. 

Call  1-800-741-5766  to  find  out  how. 


NAPLES  NATIONAL 


GOLF  CLUB 


mm  AFFAIRS 

ED  6Y  WILLIAM  C.  FUHACAM 


There  are  plenty  of  good  times  to  visit 
Normandy,  but  unless  you  are  a  veteran 
of  the  invasion,  skip  June  6. 

D-Day  plus 
18,250 
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The  BLOOD  has  long  since  been 
washed  from  the  beaches  of 
Normandy,  where  176,000  Allied 
troops  invaded,  and  10,000  fell,  on 
lime  6,  1944. 

But  still  the  visitors  come.  An  older 
generation  to  remember  and  pay 
homage;  a  younger  one  to  learn. 
D-Day  will  not  slip  quietly  into 
history. 

This  year,  the  50th  anniversary, 
more  than  1  million  people  w  ill  walk 
the  beaches,  visit  the  museums  and 
reflect  at  the  cemeteries,  American, 
British  and  German. 

Battalions  of  young  paratroopers 
w  ill  drop  from  the  skies,  salvos  will  be 
fired  from  naval  vessels  off  Omaha 
Beach,  and  nine  heads  of  state,  in- 
cluding President  Bill  Clinton — who 
was  but  a  gleam  in  his  mother's  eye  in 
1944 — will  preside  over  commemo- 
rative services. 

If  you  must,  it  is  still  possible  to  visit 
the  region  June  6  (see  box,  opposite). 
But  as  one  tour  operator  puts  it, 
"You'd  have  to  be  crazy  to  try  to  go  to 
the  beach  on  D-Day.  There's  going  to 


be  no  room  for  all  the  people." 

Watch  the  activities  on  television 
instead,  and  leave  June  6  to  the  thou 
sands  of  veterans  who  will  be  honored 
guests.  All  Allied  troops  who  fought 
in  Normandy,  or  their  surviving  rela- 
tives, are  eligible  to  receive  special 


commemorative  medals,  provic 
they  visit  Normandy  sometime  q 
ing  the  year  to  collect  them. 

Scattered  from  April  through  ( 
tober,  there  will  be  over  400  D-D 
related  events,  from  veterans'  I 
unions  to  horse  races.  The  Fred 
after  all,  do  know  a  thing  or  two  abi 
how  to  promote  tourism.  It's 
country's  largest  industry,  and  FraJ 
is  the  world's  leading  tourist  desti 
tion,  with  more  than  60  million  | 
tors  arriving  each  year — spend 
some  $25  billion. 

Of  course,  Normandy's  rural  lai 


Vacationers  lounge  around  marina  at  Honfleur 
Normandy  is  more  than  a  World  War  II  theme  park. 
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American  cemetery  at  Omaha  Beach 
member  the  glory  of  their  spirit." 


re,  rich  history  and  chic  beach 
rts — all  within  a  tew  hours'  drive 
rain  ride  from  Paris — made  it  a 
ular  travel  destination  long  before 
D-Day  invasion. 

's  a  delight  to  drive  and  walk 
•ugh.  Sunken  lanes  meander 
tugh  orchards  and  farms  and  scat- 
d  hamlets,  linking  villages  and 
ns  w  ith  churches  dating  back  to 
iam  the  Conqueror.  Winding 
blestone  streets  arc  dotted  with 


I  shops  and  restaurants,  where  local 
|  specialties  like  pressed  duck  and  scal- 
|  lops  and  farm-fresh  Camembert  high- 
light [he  day.  In  the  evenings  there's 
calvados,  the  fine  apple  brandy. 

It  takes  about  five  or  six  days  to  take 
in  the  most  important  sites  in  Nor- 
mandy— from  the  Gothic  abbey  of 
Mont  St.  Michel,  on  the  border  w  ith 
Brittany,  to  the  Channel  port  of(  her 
bourg  to  the  timber-framed  houses  of 
Rouen.  Want  to  relax  and  spend  a  few 
more  days  on  the  beach?  I  lead  for  the 
seaside  resorts  of  Deauville  (this  year's 
film  festival  Sept.  2  11  will  feature 
American  1940s  classics)  and  I  Ion 
lleur,  the  artists1  colony  at  the  mouth 
of  the  Seine,  opposite  Le  Havre. 

Agood  place  to  start  an  excursion  is 
Caen  (see  map),  which  is  a  bit  over 
two  hours  by  train  from  Paris'  Gare 
St.  Lazare.  A  must  stop:  the  Caen 
Memorial  on  the  outskirts  of  town,  a 
modern  ( 1988)  museum  that  chroni- 
cles the  causes  and  events  of  the  Nor- 
mandy invasion  in  film,  sound  and 
artifact.  Plan  on  spending  at  least 
two  hours. 

You  can  easily  day-trip  from  Caen 
to  most  of  the  sites  in  the  prov  ince. 
The  I  loliday  Inn  is  a  handy  base,  plain 
but  relatively  cheap,  and  with  a  fine 
restaurant,  Le  Rabelais. 

But  you'll  have  more  time  to  rattle 
around  if  you  rent  a  car  and  stay  at 
different  spots  scattered  throughout 
t  he  province.  Look  into  the  special  rail 
and  car  rental  combinations;  they  can 
be  big  monev  savers. 

For    accommodation,    there  are 


Parachutist  dummy  at  Ste.-Mere-Eglise 
Another  U.S.  troop  drop  this  June. 


do/ens  of  B&BS  and  small  inns  and 
hotels  throughout  Normandy.  If  you 
wanl  to  go  first  class,  there  arc  also  a 
number  of  Relais  et  Chateaux  in  the 
region.  Ferine  Saint-Simeon,  in  Hon- 
fleur,  overlooks  the  Channel  and  has  a 
two  star  restaurant  where  meals  are 
memorable  for  both  quality  and 
price  Figure  $150  per  person,  with 
good  wine. 

Bayeux,  miraculously  undamaged 
during  the  war,  is  the  closest  major 


er  there 


HOUGH  visiting  Nor- 
idy  before  or  after  June 
11  give  you  a  much 
er  selection  of  places  to 
,  and  spare  you  what 
nises  to  be  the  mother 
1  traffic  jams,  it  is  still 
Able  to  go  there  then,  if 
must. 

est  bet:  the  29  Ameri- 
tour  operators  who  be- 
booking  rooms  as 
;  as  several  years  ago. 
ait  a  half-dozen  are 


sold  out  already,  and  sever- 
al more  predict  they  will 
be  in  the  next  two  to  three 
weeks.  But  the  remainder 
await  your  call.  Tours  range 
in  price  from  less  than 
$1,000  (without  air)  to 
more  than  $3,000  (air  in- 
cluded). Galaxy  fours 
(800-523-7287),  which 
has  designed  custom  tours 
for  various  military  alum 
ni  groups,  is  still  accepting 
reservations  from  veter- 
ans, their  family  members 
and  others. 

l  or  a  complete  list  of 
tour  operators  and  litera- 


ture on  the  hundreds  of 
events  keyed  to  the  Libera 
tion,  contact  the  French 
Government  Tourist  ( )ffice 
at  610  Fifth  Avenue,  New 
York,  N.Y.  10020. 

Cruise  ships  w  ill  also  be 
stopping  at  Cherbourg  and 
Le  I  [avre  during  and  after 
the  D-Day  period.  Cunard 
Lines  (800-221-4770) 
still  has  room  available 
aboard  the  QK2  com 
plcte  w  ith  entertainment  by 
Bob  Hope.  Other  cruise 
lines  include  Princess 
Cruises  (310-553- 
1  770 ),  French  (  ruisc  I  incs 


(914-696-3600);  Hol- 
land America  Line  (206- 
281-3535);  and  Royal 
Viking  Cruise  Line  (800- 
422-8000).  Prices  range 
from  $1,000  up  to  $4,500 
and  more. 

Recommended  read- 
ing: Cornelius  Ryan's  The 
Longest  Day  (or  the  film 
of  the  same  name  ).  f  or  a 
different  perspective,  pick 
up  Panzer  Commander, 
now  in  paperback,  by 
I  [ans  von  Luck,  a  German 
colonel  who  fought  the 
British  in  Normandy. 

-W.G.R  um 


fes  ■  February  28,  1994 


!  15 


COLLECTORS 

PERSONAL  AFFAIRS 

Thanks  to  Hollywood,  collecting  fossils  is  all  the  rage. 
But  there  are  thorny  questions  of  title. 

A  dinosaur 
named  Sue 


town  to  the  invasion  beaches,  and 
about  an  hour  from  Caen.  It  is  a 
charming  mediev  al  city  renowned  for 
its  11th-century  tapestry  depicting 
the  victory  of  William  the  Conqueror 
over  King  Harold  at  Hastings.  Try  the 
Lion  d'Or  or  the  Hotel  de  Bellefon- 
taine  for  accommodation. 

About  an  hour's  drive  east  of  Ba- 
yeux  is  the  village  of  Ste.-Mere- 
Eglise,  virtually  the  same  today  as  it 
was  during  the  predawn  hours  of  June 
6,  when  paratroopers  of  the  U.S. 
82nd  Airborne  Division  dropped 
from  the  skies  and  made  it  the  first 
town  liberated  in  France.  Draped 
from  the  bell  tower  of  the  12th-cen- 
tury church  is  a  parachute  and  a  dum- 
my of  the  American  parachutist  who 
dangled  there  for  hours  while  the 
streets  below  crackled  with  gunfire. 
(Red  Buttons  played  the  part  in  the 
film  The  Longest  Day;  pick  it  up  at  your 
video  store  before  going  over. ) 

Across  the  square  from  the  church 
is  an  Airborne  museum,  full  of  old 
military  gear,  including  one  of  the 
2,200  gliders  used  in  the  assault. 

There  are  several  other  military  mu- 
seums in  the  area — at  Pointe  du  Hoc, 
where  Rangers  scaled  100-foot  cliffs 
to  take  out  a  feared  gun  emplacement; 
at  Arromanches,  where  an  artificial 
port  was  built;  and  at  other  sites  in  the 
region.  If  time  or  interest  runs  short, 
visit  the  military  museum  at  Bayeux, 
which  is  crammed  with  old  military 
hardware  and  documents  that  include 
accounts  of  the  war  in  Vichy  French 
newspapers. 

Finally,  there  is  die  American  ceme- 
tery at  Colleville-sur-Mer.  Situated  on  a 
bluff  overlooking  Omaha  Beach,  the 
white  marble  crosses  and  Stars  of  David 
mark  the  remains  of  9,386  forever- 
young  servicemen  and  -women  who 
died  in  die  battle  of  Normandy. 

An  American  visiting  a  relative's 
gravesite  is  escorted  by  a  cemetery 
staff  member.  Omaha  Beach  sand 
is  used  to  make  the  name  engraved 
on  the  cross  stand  out,  and  a 
Polaroid  picture  is  taken  and  later 
given  to  the  visitor,  along  with  a 
packet  of  information  about  the 
cemetery  and  the  battle  of  Norman- 
dy.- In  order  is  a  stop  at  the  chapel, 
where  an  inscription  on  one  wall 
catches  a  visitor's  eye:  "Think  not 
upon  their  passing.  Remember  the 
glory  of  their  spirit."  -W.G.F. 
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By  Christie  Brown 

Not  only  is  Jurassic  Park  the  big- 
gest-grossing film  of  all  time  (nearly 
$900  million  worldwide  so  far)  but  it 
has  also  helped  create  a  fossil  frenzy. 
Fossils  peddled  at  dust)'  roadside 
stands  20  years  ago  for  $20  are  now 
cleaned  up,  mounted  and  selling  for 
over  $1 ,000  at  high-priced  New  York 
shops  like  Maxilla  &  Mandible. 
Practically  anything  fossilized  is  be- 


r 
I 

I' 

I 
) 

s 

:. 
I' 

i 
. 

i 
i 

r 

ing  snatched  up.  Last  year  Bonhat  i 
auction  house  in  London  fetch  i 
$5,000  for  23  petrified  dinosa  1 
droppings,  $7,700  for  33  bug- till  ; 
chunks  of  amber  and  $78,000  foi  if 
nest  of  10  dinosaur  eggs.  Both  Chr 
tie's  and  Sotheby's  will  have  fos 
sales  in  March.  ft 
For  many  fossil  collectors,  buyii  | 
isn't  nearly  as  much  run  as  finding  ai 

:n 
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ting  up  the  fossils  them- 
es. Take  John  Babiarz, 
)  owns  a  citrus  tree  nurs- 
in  Mesa,  Ariz.  Over  the 
20  years  he  has  dug  up 
dreds  of  fossils,  many 
n  the  Oligocene  period 

million  to  38  million 
s  ago),  when  dinosaurs 
died  out  and  mammals 
t  on  the  rise.  Among 
iarz's  finds  are  fossil- 
.  remains  of  an  Ar- 
)therium,  a  7-foot-tall 

and  of  a  Poebropher- 
wilsoni,an  18-inch-tall 
el. 

abiarz  has  done  most  of 
hunting  at  commercial 
rries  and  private  ranch- 
i  Nebraska,  Wyoming  and  Arizo- 
One  year  he  went  to  Kemmerer, 
).  to  hunt  fish  fossils  at  the  famous 
zn  River  formation,  which  covers 
)00  square  miles  on  the  borders  of 
>ming,  Colorado  and  Utah.  Near 
mierer  there  is  the  8,100-acre 
;il  Butte  National  Monument, 
:h  is  off  limits  to  collectors.  But 
museum  lists  commercial  quarries 
he  area  that  sell  fossils  and  let 
teurs  dig  up  their  own  fish  fos- 
-for  a  fee,  usually  $30  a  day. 
You  cut  around  it  [the  fossil]  and 
it  out  and  have  a  whole  fish,  just 
you  threw  it  in  the  frying  pan," 
Babiarz,  who  used  to  have  an  1 1  - 
-long  fish  fossil  standing  in  his 
g  room. 

abiarz  also  scuba  dives  the  murky 
:rs  of  the  Morgan  and  Cooper 
•s  in  South  Carolina  for  the  teeth 
liocene  sharks  (about  10  million 
s  old).  These  sharks  had  jaws  up 
'  feet  high  and  7  feet  wide;  the 
i  are  as  big  as  spearheads.  Over 
last  four  years  Babiarz  has  found 

teeth.  Gleaming  gray  and  razor 
p,  they  fill  a  fiberglass  jaw  Babiarz 

made  and  which  is  displayed 
g  with  much  of  his  collection  at 
ona  State  University  at  Tempe.  A 
lar  collection  of  shark  teeth,  set  in 
>del  jaw,  sells  for  $40,000  in  New 
;  City. 

inosaur  eggs  are  caviar  to  fossil 
xtors.  And  they  are  now  bargain 
:d.  Babiarz  recently  bought  a  sin- 
egg  and  a  nest  of  2V2  eggs  for 
)00.  Two  years  ago  they  would 
:  cost  him  about  $6,000.  Credit 


Peter  Larson  with  a  T.  rex  named  Sue 
Who  should  own  dino  bones?  Finders  keepers? 


the  laws  of  supply  and  demand:  Over 
the  last  two  years  huge  deposits  of 
dinosaur  eggs  have  been  found  in 
China,  bringing  down  prices. 

Other  than  the  eggs,  Babiarz  has 
avoided  collecting  dinosaur  fossils. 
"Too  controversial,1'  he  says.  Babiarz 
is  referring  to  the  bitter  debate  that 
has  erupted  over  ownership  rights  to 
dinosaur  fossils.  On  one  side  are  the 
professional  scholars  who  feel  that  the 
country  is  being  stripped  of  national 
treasures.  On  the  other  side  stand 
commercial  dealers  and  amateur  col- 
lectors who  feel  they  ought  to  be  able 
to  own  fossils  that  otherwise  would 
rot  away  once  they  are  exposed  to  the 
elements. 

A  case  in  point  is  Sue,  a  10-ton,  40- 
foot-long  Tyrannosaurus  rex.  Sue  was 
discovered  in  South  Dakota  in  1990 
by  Susan  Hendrickson,  who  noticed 
big  bones  sticking  out  of  the  ground 
on  a  walk  one  day.  Hendrickson  de- 
scribed her  find  to  her  then  boyfriend, 
Peter  Larson,  one  of  the  owners  of  a 
commercial  fossil  company,  the  Black 
Hills  Institute  of  Geological  Research 
in  Hill  City,  S.D. 

The  institute  paid  $5,000  to  Mau- 
rice Williams,  the  rancher  on  whose 
land  Sue  was  buried,  for  the  rights  to 
the  bones,  carefully  dug  them  out  and 
planned  to  build  a  museum  in  Hill 
City  around  the  reassembled  skele- 
ton. But  in  1992  FBI  agents  raided  the 
institute,  seized  Sue  (the  fossilized 
one)  and  locked  her  up  in  a  garage  at 
the  South  Dakota  School  of  Mines 
and  Technology. 

Outraged     Hill     City  citizens 


promptly  erected  a  statue  of 
Sue  and  fed  her  the  U.S. 
attorney  for  South  Dakota 
in  effigy.  Soon  the  town 
was  papered  with  signs 
reading  "Free  Sue!" 

But  the  government 
had  a  case.  The  land  on 
which  Sue  was  found  is 
part  of  the  Cheyenne  Riv- 
er Sioux  reservation  and  is 
held  in  trust  for  Williams, 
a  Sioux  member,  by  the 
U.S.  government. 

So  who  owns  Sue?  The 
feds?  The  Sioux?  Williams? 
Larson?  The  matter  is  far 
from  settled,  and  Sue  re- 
mains in  the  garage. 

Meanwhile,  the  Black 
Hills  Institute  is  in  deep  trouble.  Last 
month  the  owners  were  indicted  for 
excavating  fossils  from  federal  lands — 
a  felony  that  could  put  them  out  of 
business  and  in  jail. 

The  furor  has  even  reached  the  halls 
of  Congress,  where  conflicting  bills 
have  been  drawn  up.  One  would  re- 
strict vertebrate  fossil  collecting  on 
public  lands  to  collectors  associated 
with  museums  and  universities.  And 
all  vertebrate  fossils  would  remain  the 
property  of  the  government.  Viola- 
tors would  be  subject  to  imprison- 
ment and  stiff  fines. 

The  other  bill  would  permit  anyone 
to  collect  any  type  of  fossil  on  public 
lands,  providing  he  or  she  stays  within 
the  guidelines  of  good  behavior  and 
minimal  disturbance. 

As  the  debate  heats  up,  make  sure 
you  have  good  title  to  any  fossil  you 
buy  or  pick  up.  Join  up  with  collecting 
clubs  or  natural  history  museums  that 
sponsor  field  trips.  Dr.  Robert 
Bakker,  the  paleontologist  who 
served  as  consultant  for  Jurassic  Park, 
runs  fossil  field  trips  to  Utah,  Wyo- 
ming and  Colorado.  The  trips  last 
three  to  seven  days  and  cost  $600  to 
$900.  But  no  one  gets  to  keep  any 
dino  fossils.  Call  800-DIG-DINO. 

One  of  the  best  sources  for  infor- 
mation is  the  Mid  America  Paleontol- 
ogy Society,  which  serves  as  a  clear- 
inghouse for  collectors.  It  aPo  puts 
out  a  newsletter  and  directory  of  clubs 
around  the  country.  Membership  is 
$15  annually.  Contact  Sharon  Sonn- 
leitner,  4800  Sunset  Drive  SW,  Cedar 
Rapids,  Iowa  52404.  «■ 
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S  BEHIND  THE  FIGURES 


BY  JOHN  R.  HAVES 


Don  Cornwell,  Granite  Broadcasting  founder 
Averaging  down  in  TV  stations. 

Scaling  Granite 

"Excuse  the  lack  of  furniture," 
apologizes  Don  Cornwell  in  his 
sparsely  decorated  New  York  office. 
"When  we  start  making  some  money, 
we'll  buy  some." 

That  may  happen  soon.  Cornwell, 
46,  is  chief  executive  of  Granite 
Broadcasting,  the  country's  largest 
minority-controlled  TV  broadcaster. 
Spurred  by  tax  credits  encouraging 
minority  ownership  of  TV  stations,  he 
left  Goldman,  Sachs  (as  chief  operat- 
ing officer  of  corporate  finance)  to 
start  buying  network-affiliated  TV  sta- 
tions in  1988. 

Bad  timing.  Prices  were  high  and  a 
recession  was  looming.  Even  after 
going  public  in  1992,  Granite  was 
sinking  in  debt. 

But  he  hung  in  and  today  prices  are 
down,  advertising  is  rebounding  and 
Cornwell  is  still  shopping.  He  just 
bought  new  stations  in  Fresno,  Calif, 
and  Syracuse,  N.Y.,  giving  him  six 
altogether.  The  best  deal  yet:  Corn- 
ucll  is  a  45%  owner  and  the  senior 
creditor  of  a  Buffalo  station  con- 
trolled by  Bruce  Llewellyn,  a  fellow 
black  media  investor  and  Coca-Cola 
bottler.  If,  as  expected,  Llewellyn 
misses  a  $29  million  payment  next 
year,  Cornwell  winds  up  with  98%  for 
only  $7.5  million.  Says  Cornwell, 
"That's  not  our  typical  m.o.,  but  it 
seemed  like  an  awfully  good  opportu- 
nity for  us."         Sharon  Moshavi 


No  trade  war  here 

"I  was  BORN  very  lucky,"  explains 
Nicolas  Seydoux,  president  of 
France's  Gaumont,  when  asked  how 
he  bought  the  august  filmmaker  20 
years  ago.  "My  grandfather  was  Mar- 
cel Schlumberger."  But  more  than  his 
grandfather's  oil  fortune  has  in- 
formed- Seydoux's  long  tenure  at 
Gaumont. 

For  one  thing,  a  decade  ago  he 
learned  an  inexpensive  lesson  about 
Hollywood  that's  costing  his  Europe- 
an competitors  millions  today.  While 
colleagues  like  Studio  Canal  Plus  and 
PolyGram  are  losing  hundreds  of  mil- 
lions of  dollars  trying  to  appeal  to  the 
American  market  (Forbes,  June  7, 
1993),  Seydoux  is  concentrating  on 
the  market  he  knows  best,  France. 

Seydoux  pulled  out  of  the  U.S.  in 
1985,  after  recouping  a  $15  million 
investment  in  distribution  and  pay 
cable  in  a  fortuitous  real  estate  deal. 
The  lesson?  "The  American  cinema 
doesn't  need  us,"  he  says.  "We  are 
not  going  to  help  the  Americans  make 
films.  They  manage  very  well  without 
us."  Instead  he  has  focused  on  hard 
assets,  upgrading  the  194-screen  cir- 
cuit that  makes  up  35%  of  his  compa- 
ny's $249  million  revenues. 

Film  and  television  production  and 
a  small  publishing  business  make  up 
the  other  65%,  and  Seydoux  strongly 
supports  the  current  limits  on  U.S. 
films  and  TV  programs  abroad.  "This 
is  not  a  trade  war,"  he  insists.  "It  is  an 
identity  statement.  All  we  want  is  to 
preserve  a  world  in  which  grandchil- 
dren have  the  same  national  identity 
as  their  grandparents."  Somewhere, 
Marcel  Schlumberger  surely  must  be 
smiling.  -Lisa  Gubernick 


Stephen  Wiggins 
Oxford  Health  Plan: 
He's  left  a  lot 
on  the  table. 


Poor  sell  signal 

Stephen  Wiggins,  37,  is  founder  ai 
chief  executive  of  Oxford  Heal 
Plans,  a  Norwalk,  Conn. -based  him 
that's  going  like  gangbusters.  Sal 
doubled  last  year,  to  $311  millio 
Operating  income  jumped  90%, 
$26  million.  Enrollment  leaped  85 
to  217,300  members.  This  year  Wii 
gins  says  sales  will  top  half  a  billion 

But  in  December,  with  the  stoj 
going  for  58  times  1993  earning 
Wiggins  unloaded  50,000  shares 
53V2.  A  sell  signal?  Hardly.  In  the  ne 
few  weeks  the  stock  jumped 
points,  since  settling  at  about  61 . 

Investors  should  have  seen  it  coi 
ing.  Wiggins  has  been  a  regular  sell 
since  Oxford  went  public  in  1991  a 
split-adjusted  7Vz.  Over  the  years  h< 
dumped  580,000  shares.  Every  tir 
he  sells,  the  stock  jumps  ahead. 

Turns  out  Wiggins'  father  had 
office  supply  business  that  failed,  ai 
the  son  is  a  very  cautious  investc 
"Sure  I  wish  I  would  have  gotten  t 
higher  prices,"  he  says,  "but  you  ne 
er  regret  taking  some  of  your  wi 
nings  and  diversifying."  Besides, 
points  out,  unlike  outside  investo 
he  gets  to  replace  his  shares  with  sto  ^ 
options. 


Nicolas  Seydoux, 
president  of  Gaumc 
"The  American 
cinema  doesn't 
need  us." 
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Why  you  should  stop  buying 
laser  printers  by  habit. 

And  start  buying  IBM 
laser  printers  by  Lexmark. 


Here  are  five  compelling  reasons  to  break 
the  HP®  LaserJet®  printer  habit:  the  IBM® 
LaserPrinter  4039  family  by  Lexmark.  Five 
fully  compatible  10, 12  and  16  page-per-minute 
printers  —  each  delivering  big-printer  features  and 
value.  PostScript®  and  PCL®  5  compatibility  are 
always  standard.  So  is  a  clear,  simple  LCD  control 
panel.  And  support  for  options  like  networking, 
flash  forms  and  duplexing.  Plus  expandability  and 
upgradability,  to  protect  your  investment. 


For  your  Lexmark  dealer,  call  1 800  358-5835 
(in  Canada,  1 800663-7662).  And  see  the  printers 
that  deliver  what  traditional  HP  printer  buyers 
have  traditionally  missed. 

IBM  Personal  Printers  by 


LEXfVtyRK 


Make  Your  Mark 


Lexmark's  optional  LAN 
cards  support  flash  memory 
— something  I  IF'  printers 
don  'I  offer.  And  every 
4039 printer  includes  auto 
emulation  switching  and 
triple  hot  ports. 


Investment  protection. 

Upgradable  code  and 
interi  hangeable  options, 
for  economy  and  flexibility 
HP  printers  can't  match. 


Instant  forms  &  fonts. 

Lexmark 's  optional  flush 
memory  stores  frequently 
used  forms,  fonts  and  logos. 

even  when  lite  power  is  off. 

I II' punters  don't  offer  that. 


S  PER  MINUTE 

peed  you  need. 

e  HP  LaserJet 
T.v.  IBM 
Printer  4039s 
pu  a  full 
of  full- 
on  models 


Two-sided 
printing. 

\n  automatic 
luplexer  attaches 
in  seconds  to  any 
LaserPrinter  4039  model. 
For  two-sided  printing  at  less 
than  half  the  LaserJet  4Si  price. 


Print  speeds  rated  at  300  dpi,  8  ppm 
600  dpi  Comparisons 
based  on  MSRPs  Dealer  prices  may 
vary  IBM  is  a  registered  trademark 
ot  International  Business  Machines 
Corporation  in  the  U  S  and/or 

and  is  used  under 
:ense  HP.  LaserJet  and  PCL 
ire  registered  trademarks  of 
Hewlett-Packard  Company 
PostScript  is  a  registered 
trademark  ot  Adobe 
Systems  Incorporated 
Lexmark  is  a  trademark  ot 
International, 
ic  ©1993  Lexmark 
International,  Inc. 


ie.  IBM  LaserPrinter  4039  Family,  By  Lexmark.  Print  Smart. 


Scudder's  newest  pure  no-load™  fund! 


"Scudder  opened  my  eyes 
to  the  income  potential  of 
emerging  markets." 

Now,  there's  a  new  way  you  can  tap  the  potential  of  the 
world's  fast-growing,  developing  economies.  Scudder  Emerging 
Markets  Income  Fund  gives  you  easy,  low-cost  access  to  the 
high-yielding  bond  markets  of  emerging  nations.  This  new 
Fund  offers  you  the  opportunity  for  high  current 
j j        income  —  plus  long-term  growth  potential,  as  a  sec- 
ondary goal.  As  you'd  expect,  the  Fund's  yield  and 
share  price  fluctuate,  and  it's  designed  for  in- 
vestors who  can  accept  the  risks  of  more  vola- 
tile emerging  markets.*  However,  your 

Fund  investment  will  benefit  from 
the  global  research  and  expertise  of 
Scudder,  Stevens  &  Clark,  Inc.,  the 
Fund's  adviser,  which  today  man- 
ages more  than  $7  billion  in  interna- 
tional assets.  Call  for  your  free  fact 
kit  on  Scudder's  newest  pure  no- 
load1"1  fund  today.+ 


Scudder  Emerging 
Markets  Income  Fund 

1-800-225-2470  „  6734 

SCUDDER 


j\merica's  First 
Family  of  No-Load  Funds 


'Higher  yielding,  lower  rated  securities  may  experience  greater  volatility  and  default  risk.  'This  Fund  is  not  designed  as  a  complete  investment  pn 
a.  Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  free  prospectus  with  more  complete  information  on  management  fees  and  othl 

expenses.  Read  it  carefully  before  you  invest  or  send  money. 


THE  FORBES /BARR A  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


the  thesis  that  Wall  Street's  nasty 
tion  to  the  Federal  Reserve's  rate 
:  will  prove  to  be  benign  and  self- 
ted,  growth-stock  tans  are  stick- 
to  their  guns. 

im  Oberweis,  editor  of  the  Ober- 
■  Report  newsletter,  has  a  portfo- 
hat  includes  telecommunications 
manufactured  housing,  as  well  as 
srinkling  of  computer  stocks. 
;rweis  requires  at  least  a  30% 
kVth  rate  in  earnings  and  sales 
mg  the  latest  fiscal  year,  but  he 
i  nates  any  stock  whose  P/E  is  more 
i  50%  of  its  earnings  growth  rate, 
mong  the  50  issues  in  Oberweis' 
lei  portfolio  are  these  computer- 
ted  stocks:  America  Online,  the 
-up  information  service;  Madge 
'.,  a  Netherlands  based  firm  that 
ides  hubs  for  computer  network - 
and  National  TechTeam,  a 
roit-based  company  that  provides 
ker  training  on  new  software 
^at^es. 


pecial  focus 


hile  other  stocks  were  flirting  with  new 
ghs,  these  drug  stocks  were  reeling 
>m  the  prospect  of  federal  price  con- 
>is.  Based  on  1994  earnings  forecasts 
,>m  security  analysts,  these  issues  are 
lative  bargains.  Since  this  sector  has 
xaciy  had  its  correction,  it  is  arguably 
ittle  safer  than  most  others. 


The  overall  market 


he  war  on  drugs 


Company 

Price 

'94  est 
p/e 

Syntex 

153/8 

9.1 

Rhone-Poulenc  Rorer 

35/8 

10.6 

Upjohn 

293/8 

10.8 

Marion  Merrell  Dow 

173/8 

11.5 

American  Cyanamid 

495/8 

11.9 

Wellcome  Pic 

97/8 

12.2 

Pfizer 

637/s 

15.1 

Merck 

36 1/4 

15.1 

urce:  Value  Line  Database  Service  ma  OneSowce  Information  Services. 
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The  Barra  All-US  price  index  as  of  2/3/94 


Market  value:  $5,279.5  billion 
P/E:  27.0 

P/E  minus  negative  EPS:  18.1 
Price/book:  2.8 
Yield:  2.4% 


12-month  closeup 


'86  '87 

'  :  i .hi.1  i l iiauiiMBiwiwnwriiMnwiif wwrnwui 


Closeup  on  the  market 


%  change  from 


Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

1.3  % 

8.4  % 

-0.3% 

S&P/Barra  Growth  index 

0.7 

J 

3.2 

-0.2 

S&P/Barra  Value  index- 

1.9 

15.7 

-0.4 

Dow  Jones  industrials 

1.9 

16.1 

-0.3 

S&P  500 

1.2 

6.9 

-0.3 

NYSE 

1.5 

_J 

7.7 

-0.2 

Nasdaq 

0.6 

J 

12.5 

-0.3 

Amex 

0.5 

1 

17.2 

-0.1 

EAFE 

5.2 

|  42.4 

0.0 

CRB  futures  index 1 

1.3 

_J 

14.3 

-9.8 

Gold  (Comex  spot) 

-0.1 

1 

17.7 

-8.3 

Yen  (per$US) 

-2.9 

-13.3 

-32.6 

Oil  (W  Texas  Intermediate) 

5.3 

■  -21.7 

-61.4 

The  best  and  worst  performing  stocks6 


2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

General  DataComm  Inds 

14/4 

58% 

$0.50 

4th  Dimension  Software 

11 1/2 

-47% 

$1.25 

WLR  Foods 

29i/4 

57 

1.60 

Harry's  Farmers  Market 

17 

-35 

0.40 

Tesoro  Petroleum 

ny2 

44 

-0.32 

Jan  Bell  Marketing 

7 

-31 

1.11 

VISX 

25  3/4 

43 

0.15 

Software  Spectrum 

16 1/4 

-29 

2.30 

IEC  Electronics 

17  3/4 

39 

1.58 

Kulicke  &  Soffa  Inds 

11 3/4 

-27 

1.84 

The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Since 
12/31/93 

Worst 

2-week 
change 

Since 
12/31/93 

Trucking 

8.2% 

14.1% 

Real  estate 

-4.1% 

-0.3% 

Tobacco 

7.4 

10.8 

Broadcasting,  publishing 

-3.4 

-4.7 

Water  transport 

7.4 

11.1 

Apparel  textiles 

-3.1 

-2.7 

Aluminum 

5.2 

15.2 

Thrifts 

-1.8 

-0.6 

Forest  products 

4.9 

17.3 

Aerospace 

-1.8 

0.2 

ata  for  period  ending  2/3/94.  The  Barra  All -US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
;.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
s  growth. ' Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
f  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
al  Information. 6 During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System.  "Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size, 
id  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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FIXED  INCOME  REVIEW 


!Y  ERIC  S.  HARDY 


9% 


3  months 


Maturity  (years) 


30-year  rate  minus  1-year  rate 


500 


Yield  versus  inflation 

16% 

12  A. 

Yield 

8                VA.  ^  jf^^*^ 

"V 

Inflation 

0 

'85         '86        '87  '88 

i 

'89  '90 

'91 

'92          '93  '94 

Spread  over  Treasurys 

Total  returns 

Security 

Basis  points 1 

Security 

1  year' 

3  years 

AA  corporates 

34 

AAA  corporates 

11.7% 

13.1% 

AAA  industrials 

34 

Ginnie  Maes 

7.4 

10.2 

Ginnie  Maes 

144 

Junk  corporates 

17.8 

25.5 

Junk  corporates" 

471 

Municipals 

12.3 

11.0 

Municipals 

-152 

Treasury  bonds 

9.7 

11.0 

No  one  would  ever  make  the  irj 
take  of  calling  junk  bonds  safe— tl 
got  murdered  in  the  late  1980s, 
example— but  it's  quite  possible 
them  to  hold  up  comparatively  w 
during  bear  markets  for  stoc 
That's  because  they  respond  i 
only  to  prospects  for  corporate  pr 
irability  but  also  to  changes  in  int 
est  rates. 

Following  three  good  years 
junk,  during  which  the  sector  av 
aged  total  annual  returns  of  2( 
junk  bonds  now  offer  only  a  thr 
percentage-point  yield  advanu 
over  A-rated  corporates.  W 
modest  losses  from  defaults,  a  ji 
portfolio  could  still  edge  out  a  hij 
grade  bond  portfolio  in  return. 

Matt  Avery,  manager  of  the  $• 
billion  Franklin  Income  Fund,  he 
$1  billion  worth  of  junk  bonds  in 
portfolio,  including  those  issued 
Southern  Pacific  Rail,  Sealy  Co  j 
and  Dr  Pepper/Seven-Up. 

Avery  is  now  looking  overseas 
high  yields.  One  of  his  picks 
Eskom,  the  big  South  African  ut 
ty.  The  lis  of  2008,  which  tr; 
below  par,  offer  a  yield  to  matui 
in  excess  of  12%  and  are  noncallal 
The  risks  with  these  rand-denoi 
nated  bonds  are  threefold:  The  po 
ical  reforms  in  South  Africa  mijj 
fall  apart,  the  utility  might  fall  ap. 
or  the  rand  might  fall  against 
dollar.  Nonetheless,  Avery  says, 
issue  is  quite  liquid,  with  S4.2  bill 
(lace  value  at  current  exchange  rat 
outstanding. 

On  the  tax-free  side,  yields 
municipal  bonds  remain  compelli 
even  for  those  living  in  states  w 
low  income  taxes. 

It  doesn't  make  any  sense  to  h 
a  tax-free  bond  in  a  tax-deferi 
account,  but  there's  an  interesti 
alternative:  taxable  municipals.  L 
year  $8.9  billion  worth  of  si 
bonds  were  issued.  Often  they  b 
corporates  of  comparable  quality  a 
maturity.  To  illustrate,  an  Aa-rai 
Maryland  issue,  the  7.90s  of  20; 
carries  a  150-basis-point  yield  adv. 
tage  over  a  30-year  Treasury  a 
about  70  basis  points  over  a  simil 
ly  rated  corporate  bond. 


Note:  Except  where  footnoted,  all  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  2 Yield  on  10-year  Treas, 
'The  trailing  12-month  increase  in  the  Consumer  Price  Index.  4Source:  First  Boston.  ^Source:  Lehman  Brothers.  'Data  through  1/31/94.  "Annualized. 
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Introducing  A  Mutual  Fund 
Service  From  A  Company 
That  Needs  No  Introduction. 

The  Value  Line 
Mutual  Fund  Survey 


Every  serious  investor  knows  our  name, 
ite  possibly  we've  helped  more  of 
m  make  more  money  in  stocks 
more  years  than  any  other 
;stment  information  company. 
Now  the  same  incomparable 
antage  is  available  to  mutual 
d  investors — with  The  Value 
e  Mutual  Fund  Survey.  And  at 
irprisingly  affordable  price. 

2,000  Investment  Ideas 
For  Only  $295 

The  Value  Line  Mutual  Fund 
vey  analyzes,  rates  and  reports 
2,000  stock  and  bond  funds — 
rly  800  more  than  the  other 
or  service.  And  for  a  whole  $  100  less! 
In  two  information-packed  binders, we  give  you"" 
-page  analyses  of  1,500  established  funds  through 
bi-weekly  Ratings  &  Reports .  Every  page  is  more 
lerstandable  and  contains  more  useful  information 
n  anything  comparable.  And  each  fund  is  updated 
three  times  a  year. 

We  also  give  annual  subscribers 

selected  information  on  500 
younger,  smaller  funds 
—  the  undiscovered 
"pearls"  you  might  never 
hear  of  until  the  smart 
money  has  been  made. 
In  addition,  every  two  weeks 
you'll  get  the  very  latest  performance 
statistics  and  ratings.  Every  month  you'll 
receive  without  charge  the  Value  Line  Mumal 
id  Advisor —  an  insider's  newsletter  filled  with  invest- 
nt  tips  and  trendsetting  developments.  And  twice  a  year 


we'll  send  annual  subscribers  our  unique 
analysis  of  the  100  leading  fund  families. 

Try  Us  Risk-Free  For 
3  Months  Or  A  Full  Year. 

You  can  order  a  three-month  trial  for  only 
$49. .  or  an  annual  subscription  for  just  $295. 
Either  way,  you'll  get  Value  Line's  full  money- 
back  guarantee. 

Extra  Special  Bonus! 
Value  Line's  indispensable  guide  How  to 
Invest  in  Mutual  Funds  is  yours  absolutely 
free  with  your  trial  or  annual  subscription  if 
you  order  now. 

Call  Toll-Free  1-800-284-7607  ext.8223 

for  credit  card  orders.  Or  mail  this  coupon  to: 
The  Value  Line  Mutual  Fund  Survey,  711  3rd  Avenue,  NY,  NY  10017-4064 

□  YES!  Please  send  me  The  Value  Line  Mutual  Fund  Sun  <ey  for  a  3-month 
trial  for  only$49.  Also  send  my  free  bonus  — How  to  Invest  in  Mutual  Funds. 
I  understand  that  if  I  convert  to  an  annual  subscription,  I  receive  all  additional 
materials  as  stated  below — plus  full  credit  for  my  trial  fee. 

□  I  prefer  to  sign  up  for  a  full  year  for  just  $295,  and  receive  now  bonus 
coverage  of  500  newer  funds,  the  special  analysis  of  100  fund  families, 

a  free  newsletter  binder,  and  How  To  Invest  in  Mutual  Funds. 


CITY 


STATE 


ZIP 


□  Check  enclosed.  Charge  my:  □  VISA  □  MasterCard  □  American  Express 
CARD  NO.  EXP  DATE 


sK.NAII  HI 


1  am  an: 


□  Individual  Investor (01 ) 

□  Institutional  Investor  (03) 


□  Financial  Planner  or  Broker  (02) 

□  Other (04) 


MONEY-  BACK  GUARANTEE :  If  not  completely  satisfied,  I  may  return 
all  materials  in  good  condition  within  30  days  for  a  full  refund.  My 
copy  of  How  to  Invest  in  Mutual  Funds  is  mine  to  keep  regardless. 

Please  allow  4-6  weeks  for  delivery.  NY  residents  add  sales  tax.  Foreign  rates 
upon  request.  Your  subscription  may  be  tax-deductible;  consult  your  tax  advisor. 
THE  VAll  IE  LINE  MUTUAL  FUND  SURVFY  711  3RD  AVE,  NY,  NY  10017-4064,  DEPT8223 


1  THE  VALUE  LINE  MUTUAL  FUND  SURVEY 

From  the  people  who  wrote  the  book  on  investment  analysis. 


THE  FUNDS 

EDITED  BY  JASON  2WEIG 

Emerging  markets  funds  have  shot  so  high,  so  fast,  that  some 
are  out  of  sight.  Now  the  fund  sales  folks  are  selling  Africa. 

The  final  frontier 


By  Michael  Schuman  and  Jason  Zweig 

In  early  1992  Lloyd  Clucas,  an  in- 
vestment adviser  in  Tucson,  Ariz, 
with  $20  million  under  management, 
decided  to  buy  some  stocks  in  Kenya, 
where  he  had  been  a  Peace  Corps 
volunteer  in  the  mid  -  1960s.  So  far  he 
has  better  than  tripled  his  money — on 
paper.  Thanks  to  additional  currency 
restrictions,  slapped  into  place  after 
he  had  invested,  Clucas  can't  get  his 
capital  gains  out  of  Kenya.  And  rein- 
vesting his  gains  into  other  local 
stocks  has  turned  out  to  be  tricky. 
Kenya  has  only  54  listed  stocks,  and 
trading  volume  runs  all  of  $220,000 
or  so  a  day. 

Talk  about  thin  markets.  Last  Sep- 
tember Clucas  wanted  to  buy  10,000 
shares  of  Express  Kenya,  a  clearing 
and  forwarding  firm  with  a  market 
value  of  $3.7  million.  He  bought 
almost  6,000  shares  at  between  23 
and  30  Kenyan  shillings  each  (about 
34  cents  and  up),  but  no  one  would 
sell  him  more  until  the  price  hit  49 
shillings — when  he  was  able  to  get 
another  1,000  shares. 

Last  he  checked,  Express  Kenya 
was  up  to  62  shillings,  and  Clucas  is 
elated.  "I  got  in  at  the  beginning,"  he 
exults.  "When  the  elephants  come 
stomping  into  town,  we're  looking  at 
a  double  or  triple  here." 

Clucas  thinks  he'll  be  able  to  cash 
out  as  investors  in  search  of  emerging 
markets  discover  Kenya.  He  may  be 
right.  After  the  big  runs  in  Asian  and 
Latin  emerging  markets,  the  ele- 
phants are  turning  toward  Africa. 
Morgan  Stanley's  closed-end  Africa 
Investment  Fund  went  public  on  the 
New  York  Stock  Exchange  Feb.  4  at 
$15  a  share.  More  African  closed- 
ends  are  expected  from  Alliance  Capi- 
tal Management  and  Robert  Fleming 
Inc.  New  York-based  Cartwright  & 
Goodwin  is  bringing  out  an  open-end 
fund  specializing  in  South  Africa. 

"Right  now,  there  is  no  other 
group  of  markets  so  ripe  to  take  off," 
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says  African  investment  banker  Judith 
Aidoo.  Kenya  has  shot  up  83%  just 
since  last  July;  since  November  the 
South  African  stock  market,  the  con- 
tinent's largest,  has  increased  22%. 
And  many  African  markets  still  look 
cheap:  In  1993  Zimbabwe  rose  144%, 
but  the  average  price/earnings  ratio 
in  Zimbabwe  is  9. 

If  you  think  emerging  markets  like 
Malaysia  and  Peru  are  too  risky,  an 
Africa  fund  is  not  for  you.  Zimbabwe 


had  a  great  1993,  but  it  fell  52%  in 
1991  and  lost  another  60%  in  1992. 
For  dollar  investors,  both  the  Zimba- 
bwe and  Nigeria  markets  are  two  to 
three  times  as  volatile  as  Standard  & 
Poor's  500-stock  index.  Yet  they  have 
dramatically  underperformed  U.S. 
stocks  over  the  past  five  years,  with 
compound  annual  returns  of  4.4% 
and  11.7%,  respectively,  versus  the 
S&P  500's  14.5%. 

As  Africa  funds  catch  on,  it  is  inev- 
itable that  their  managers  will  be  bid- 
ding against  one  another  for  a  limited 
supply  of  stock.  So  far,  only  South 
Africa,  Morocco  and  the  tiny  island  of 
Mauritius  meet  U.S.  standards  for 
fund  custodv. 


Several  African  markets,  including 
Botswana,  Kenya,  Ghana  and  Zimba 
bwe,  should  meet  U.S.  custody  stail 
dards  within  the  next  year.  But  Bed 
tswana,  with  one  of  the  stronges 
economies  in  Africa,  has  a  total  stoq 
market  value  of  just  $280  million;  1 
one  recent  week,  5  of  the  12  listed 
equities  did  not  trade  a  single  shari 
On  the  Namibian  exchange,  on{  I 
company,  Standard  Bank,  makes  u{ 
85%  of  the  market's  $4  billion  totl 
value;  there  are  only  six  other  stock! 
and  a  1 ,000-share  day  is  normal.  Eve! 
in  Zimbabwe,  a  relatively  liquid  man 
ket,  bid-asked  spreads  can  sometimej 
gape  as  wide  as  50%. 

Morgan  Stanley's  fund,  for  now,  J 
mainly  a  play  on  South  Africa,  wher 
about  50%  of  the  fund's  money  wl 
go  at  the  start.  About  a  third  of  assej 
will  go  into  sovereign  debt  (such  a| 
Nigerian  and  Moroccan  bonds  parti 
collateralized  with  U.S.  Treasurys)||^ 
about  a  tenth  will  be  in  African  stock) 
traded  in  Europe  or  the  U.S.  (likj 
Ashanti  Goldfields,  soon  to  be  listen 
in  London),  and  a  tenth  in  Moroca  it 
or  Mauritius. 

With  its  first  multiracial  election) 
coming  up  in  April,  South  Africa  is 
wild  card.  "The  political  risk  in  Soud 
Africa  is  greater  than  in  China,"  say) 
Thomas  Callahan,  an  emerging  man 
kets  specialist  at  James  Capel  In| 
Inflation  and  interest  rates  are  falling 
and  the  economy  should  grow  at  leas 
2%  in  1994.  But  the  economy  anJ 
currency  are  tied  to  gold.  And  whilj 
the  Johannesburg  market  has  a  totJ 
value  of  $164  billion,  turnover  is  lo\( 
at  $50  million  a  day. 

"Africa  is  a  value  story,"  says  Moi( 
gan  Stanley's  Marianne  Hay,  wW 
runs  the  fund.  It's  also  a  volatilitl 
story.  Avoid  the  initial  offerings  d 
these  closed-ends.  If  you  do  buy  theri 
later,  buy  them  only  at  a  discount  tj 
net  asset  value  and  expect  a  very  wil 
ride.  ■ 
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n  Laporte  runs  two  funds  investing  in  small  caps. 
:  difference  between  them  is  substantial. 

ack  be  nimble 


[ary  Beth  Grover 

i  Laporte,  48,  is  best  known  as 
iger  of  T.  Rowe  Price's  New 
zons  Fund,  one  of  the  nation's 
t  and  largest  ($1.6  billion)  funds 
alizing  in  smallish  growth  stocks. 
Laporte's  lesser-known  New 
-ica  Growth  Fund  (assets,  $600 
)n)  is  where  he  delivers  the  big- 
Dang  for  the  buck. 
rer  the  past  five  years  New  Ameri- 
is  earned  a  compound  annual 
Vo.  That's  1.9  percentage  points 
r  than  the  return  at  New  Hori- 
notwithstanding  that  New 
ica  is  considerably  less  volatile, 
tment  theory  says  that  you  have 
:tle  for  a  lower  return  when  you 
or  a  less  volatile  portfolio,  but 
he  reverse  happened  here. 
:re's  another  impressive  aspect  to 
lisparate  returns  at  the  two  La- 
funds:  They  own  many  of  the 
stocks. 

lat's  the  magic  potion 
w  America?  In  a  word, 
•ility.  In  the  New  Ho- 
s  Fund,  Laporte  buys 
s  with  a  market  capi- 
tion  initially  under  $1 
n.  In  the  New  America 
/th  Fund,  on  the  other 
,  he  invests  in  big- 
ilization  stocks  as  well 
small  caps.  "It's  the 
of  both  worlds,"  says 
rte. 

ly  the  best  of  both 
is?  Because  small  caps 
?ig  caps  run  in  cycles. 

the  years  Laporte  has 
ly  studied  the  small - 
ycle,  that  is,  the  alter- 
g  waves  of  outperfor- 
:e  and  underperfor- 
:e  that  wash  through 
narket  for  small  com- 
:s  roughly  every  five  to 

years.  Some  money 
igers  turn  this  phe- 
mon  into  a  kind  of 


market  timing.  The  price/earnings 
ratio  of  the  stocks  in  New  Horizons 
Fund  relative  to  the  P/E  of  the  Stan- 
dard &  Poor's  500  is  the  indicator 
most  commonly  cited  to  judge  the 
age  of  the  small-cap  cycle:  When 
small-cap  P/Es  go  way  above  big-cap 
P/Es,  the  small-cap  cycle  is  in  its  late 
stages.  And  vice  versa. 

As  manager  of  New  Horizons,  La- 
porte watches  the  relative  P/E  indica- 
tor passively.  As  manager  of  New 
America,  he  can  react  to  it.  Right  now 
the  multiple  at  New  Horizons  aver- 
ages 21,  or  1.3  times  the  market's  P/E 
of  16.  (Laporte  calculates  his  P/Es 
from  expected  1994  earnings  of  prof- 
itable companies.)  That  ratio  is  still 
low  by  historical  standards,  meaning 
that  small  stocks  are  underpriced. 

But  recognizing  signs  of  a  matur- 
ing small-cap  cycle,  Laporte  has  been 


John  Laporte,  T.  Rowe  Price's  New  America  Growth  manager 
"The  best  of  both  worlds.'' 


using  New  America's  incoming  cash 
to  buy  midsize  and  large  stocks. 
That's  not  to  say  he  is  bearish  on  small 
caps.  Laporte  still  expects  small  to 
outperform  large  over  the  next  two 
years.  But  his  pricing  antenna  tells 
him  that  the  midgets,  after  three  years 
of  outperforming  the  giants,  aren't 
the  bargains  they  were.  So  he  has 
increased  New  America's  stake  in 
larger  stocks  from  45%  of  assets  six 
months  ago  to  55%  of  assets  today. 
New  Horizons,  meanwhile,  is  rough- 
ly 70%  invested  in  under- $1 -billion 
companies.  About  20%  of  the  stocks 
in  New  Horizons  are  also  in  New 
America,  including  cue  Internation- 
al, Foundation  Health  and  Paychex. 

One  of  his  favorite  large-capitaliza- 
tion stocks:  Alco  Standard,  a  paper 
and  office  products  distributor  whose 
stock  price  has  been  depressed  by  its 
laclduster  paper  business.  Laporte 
added  it  to  New  America  last  summer 
at  a  price  of  16  times  his  estimate  of 
this  year's  earnings.  Expecting  the 
paper  business  to  recover,  he  reckons 
that  earnings  will  grow  20%  annually 
over  the  next  few  years. 

In  October  Laporte  added  to  his 
positions  in  both  Wal-Mart  and  Toys 
"R"  Us  for  the  New  America  fund 
but  couldn't  add  them  to  New  Hori- 
zons. He  figures  earnings  at 
Wal-Mart  will  grow  at  20% 
a  year  over  the  next  five 
years;  it  trades  at  20  times 
Laporte's  estimate  of  this 
year's  earnings.  He  expects 
earnings  at  Toys  to  grow  at 
1 8%  a  year;  the  stock  is  at  1 8 
times    1994's  estimated 
earnings. 

Laporte  also  likes  First 
Financial  Management,  a 
credit  card  processing  firm. 
He  expects  the  cash-rich 
company  to  expand  heavily 
into  processing  health  care 
claims.  Laporte  has  been 
buying  at  20  times  his  esti- 
mate of  this  year's  earnings. 

Both  of  Laporte's  funds 
are  no-loads.  Turnover  at 
New  America  runs  44%,  a 
bit  less  than  that  of  New 
Horizons.  At  1.25%,  its  ex- 
pense ratio  is  a  little  higher. 
In  this  case,  it  seems  to  be  a 
worthwhile  price  to  pay  for 
flexibility.  H 
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THE FUNDS 

HMTEO  BVJASQN  2WEIC 


Emerging  markets  funds  have  shot  so  high,  so  fast,  that  some 
are  out  of  sight.  Now  the  fund  sales  folks  are  selling  Africa. 

The  final  frontier 


By  Michael  Schuman  and  Jason  Zweig 

In  early  1992  Lloyd  Clucas,  an  in- 
vestment adviser  in  Tucson,  Ariz, 
with  $20  million  under  management, 
decided  to  buy  some  stocks  in  Kenya, 
where  he  had  been  a  Peace  Corps 
volunteer  in  the  mid-1960s.  So  far  he 
has  better  than  tripled  his  money — on 
paper.  Thanks  to  additional  currency 
restrictions,  slapped  into  place  after 
he  had  invested,  Clucas  can't  get  his 
capital  gains  out  of  Kenya.  And  rein- 
vesting his  gains  into  other  local 
stocks  has  turned  out  to  be  tricky. 
Kenya  has  only  54  listed  stocks,  and 
trading  volume  runs  all  of  $220,000 
or  so  a  day. 

Talk  about  thin  markets.  Last  Sep- 
tember Clucas  wanted  to  buy  10,000 
shares  of  Express  Kenya,  a  clearing 
and  forwarding  firm  with  a  market 
value  of  $3.7  million.  He  bought 
almost  6,000  shares  at  between  23 
and  30  Kenyan  shillings  each  (about 
34  cents  and  up),  but  no  one  would 
sell  him  more  until  the  price  hit  49 
shillings — when  he  was  able  to  get 
another  1,000  shares. 

Last  he  checked,  Express  Kenya 
was  up  to  62  shillings,  and  Clucas  is 
elated.  "I  got  in  at  the  beginning,'1  he 
exults.  "When  the  elephants  come 
stomping  into  town,  we're  looking  at 
a  double  or  triple  here." 

Clucas  thinks  he'll  be  able  to  cash 
out  as  investors  in  search  of  emerging 
markets  discover  Kenya.  He  may  be 
right.  After  the  big  runs  in  Asian  and 
Latin  emerging  markets,  the  ele- 
phants are  turning  toward  Africa. 
Morgan  Stanley's  closed-end  Africa 
Investment  Fund  went  public  on  the 
New  York  Stock  Exchange  Feb.  4  at 
$15  a  share.  More  African  closed- 
ends  are  expected  from  Alliance  Capi- 
tal Management  and  Robert  Fleming 
Inc.  New  York- based  Cartwright  & 
Goodwin  is  bringing  out  an  open-end 
fund  specializing  in  South  Africa. 

"■Right  now,  there  is  no  other 
group  of  markets  so  ripe  to  take  off," 


says  African  investment  banker  Judith 
Aidoo.  Kenya  has  shot  up  83%  just 
since  last  July;  since  November  the 
South  African  stock  market,  the  con- 
tinent's largest,  has  increased  22%. 
And  many  African  markets  still  look 
cheap:  In  1993  Zimbabwe  rose  144%, 
but  the  average  price/earnings  ratio 
in  Zimbabwe  is  9. 

If  you  thin  k  emerging  markets  like- 
Malaysia  and  Peru  are  too  risky,  an 
Africa  fund  is  not  for  you.  Zimbabwe 


had  a  great  1993,  but  it  fell  52%  in 
1991  and  lost  another  60%  in  1992. 
For  dollar  investors,  both  the  Zimba- 
bwe and  Nigeria  markets  are  two  to 
three  times  as  volatile  as  Standard  & 
Poor's  500-stock  index.  Yet  they  have 
dramatically  underperformed  U.S. 
stocks  over  the  past  five  years,  with 
compound  annual  returns  of  4.4% 
and  11.7%,  respectivelv,  versus  the 
S&P  500's  14.5%. 

As  Africa  funds  catch  on,  it  is  inev- 
itable that  their  managers  will  be  bid- 
ding against  one  another  for  a  limited 
supply  of  stock.  So  far,  only  South 
Africa,  Morocco  and  the  tiny  island  of 
Mauritius  meet  U.S.  standards  for 
fund  custody. 


Several  African  markets,  includin 
Botswana,  Kenya,  Ghana  and  Zimba 
bwe,  should  meet  U.S.  custody  stan 
dards  within  the  next  year.  But  Bo 
tswana,  with  one  of  the  stronges 
economies  in  Africa,  has  a  total  stoc 
market  value  of  just  $280  million;  i 
one  recent  week,  5  of  the  12  liste 
equities  did  not  trade  a  single  share 
On  the  Namibian  exchange,  on 
company,  Standard  Bank,  makes  uj 
85%  of  the  market's  $4  billion  tota 
value;  there  are  only  six  other  stock 
and  a  1,000-share  day  is  normal.  Eve 
in  Zimbabwe,  a  relatively  liquid  mar 
ket,  bid-asked  spreads  can  sometime 
gape  as  wide  as  50%. 

Morgan  Stanley's  fund,  for  now, 
mainly  a  play  on  South  Africa,  wher 
about  50%  of  the  fund's  money  wi 
go  at  the  start.  About  a  third  of  asset 
will  go  into  sovereign  debt  (such  a 
Nigerian  and  Moroccan  bonds  parti 
collateralized  with  U.S.  Treasurys 
about  a  tenth  will  be  in  African  stock 
traded  in  Europe  or  the  U.S.  ( likj 
Ashanti  Goldfields,  soon  to  be  liste 
in  London),  and  a  tenth  in  Morocc 
or  Mauritius. 

With  its  first  multiracial  election 
coming  up  in  April,  South  Africa  is 
wild  card.  "The  political  risk  in  Sout 
Africa  is  greater  than  in  China,"  sa^j 
Thomas  Callahan,  an  emerging  man 
kets  specialist  at  James  Capel  Inc 
Inflation  and  interest  rates  are  falling 
and  the  economy  should  grow  at  leas 
2%  in  1994.  But  the  economy  an 
currency  are  tied  to  gold.  And  whil 
the  Johannesburg  market  has  a  toti 
value  of  $164  billion,  turnover  is  lo^ 
at  $50  million  a  day. 

"Africa  is  a  value  story,"  says  Moi 
gan  Stanley's  Marianne  Hay,  wh 
runs  the  fund.  It's  also  a  volatilit 
story.  Avoid  the  initial  offerings  c 
these  closed-ends.  If  you  do  buy  then 
later,  buy  them  only  at  a  discount  t 
net  asset  value  and  expect  a  very  wilj 
ride.  ■ 
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m  Laporte  runs  two  funds  investing  in  small  caps, 
e  difference  between  them  is  substantial. 

ack  be  nimble 


Mary  Beth  Grover 

n  Laporte,  48,  is  best  known  as 
lager  of  T.  Rowe  Price's  New 
-izons  Fund,  one  of  the  nation's 
tst  and  largest  ($1 .6  billion)  hinds 
:ializing  in  smallish  growth  stocks. 

Laporte's  lesser- known  New 
erica  Growth  Fund  (assets,  $600 
ion)  is  where  he  delivers  the  big- 
bang  for  the  buck. 
)ver  the  past  five  years  New  Ameri- 
las  earned  a  compound  annual 
>%.  That's  1.9  percentage  points 
er  than  the  return  at  New  Hori- 
s,  notwithstanding  that  New 
erica  is  considerably  less  volatile. 
;stment  theory  says  that  you  have 
ettle  for  a  lower  return  when  you 
for  a  less  volatile  portfolio,  but 
the  reverse  happened  here, 
[ere's  another  impressive  aspect  to 
disparate  returns  at  the  two  La- 
:e  funds:  They  own  many  of  the 
e  stocks. 

/hat's  the  magic  potion 
few  America?  In  a  word, 
ibility.  In  the  New  Ho- 
ns Fund,  Laporte  buys 
ks  with  a  market  capi- 
:ation  initially  under  $1 
on.  In  the  New  America 
wth  Fund,  on  the  other 
d,  he  invests  in  big- 
talization  stocks  as  well 
n  small  caps.  "It's  the 
:  of  both  worlds,"  says 
orte. 

/hy  the  best  of  both 
Ids?  Because  small  caps 
big  caps  run  in  cycles. 
:r  the  years  Laporte  has 
ely  studied  the  small  - 
cycle,  that  is,  the  alter- 
ng  waves  of  outperfor- 
lce  and  underperfor- 
lce  that  wash  through 
market  for  small  ram- 
ies roughly  every  five  to 
it  years.  Some  money 
lagers  turn  this  phe- 
lenon  into  a  kind  of 


market  timing.  The  price/earnings 
ratio  of  the  stocks  in  New  Horizons 
Fund  relative  to  the  p/e  of  the  Stan- 
dard &  Poor's  500  is  the  indicator 
most  commonly  cited  to  judge  the 
age  of  the  small -cap  cycle:  When 
small-cap  P/Es  go  way  above  big-cap 
P/Es,  the  small-cap  cycle  is  in  its  late 
stages.  And  vice  versa. 

As  manager  of  New  Horizons,  La- 
porte watches  the  relative  P/E  indica- 
tor passively.  As  manager  of  New 
America,  he  can  react  to  it.  Right  now 
the  multiple  at  New  Horizons  aver- 
ages 21,  or  1 .3  times  the  market's  P/E 
of  16.  (Laporte  calculates  his  P/Es 
from  expected  1994  earnings  of  prof- 
itable companies.)  That  ratio  is  still 
low  by  historical  standards,  meaning 
that  small  stocks  are  underpriced. 

But  recognizing  signs  of  a  matur- 
ing small-cap  cycle,  Laporte  has  been 


John  Laporte,  T.  Rowe  Price's  New  America  Growth  manager 
"The  best  of  both  worlds." 


using  New  America's  incoming  cash 
to  buy  midsize  and  large  stocks. 
That's  not  to  say  he  is  bearish  on  small 
caps.  Laporte  still  expects  small  to 
outperform  large  over  the  next  two 
years.  But  his  pricing  antenna  tells 
him  that  the  midgets,  after  three  years 
of  outperforming  the  giants,  aren't 
the  bargains  they  were.  So  he  has 
increased  New  America's  stake  in 
larger  stocks  from  45%  of  assets  six 
months  ago  to  55%  of  assets  today. 
New  Horizons,  meanwhile,  is  rough- 
ly 70%  invested  in  under-$l -billion 
companies.  About  20%  of  the  stocks 
in  New  Horizons  are  also  in  New 
Anerica,  including  cue  Internation- 
al, Foundation  Health  and  Paychex. 

One  of  his  favorite  large-capitaliza- 
tion stocks:  Alco  Standard,  a  paper 
and  office  products  distributor  whose 
stock  price  has  been  depressed  by  its 
laclduster  paper  business.  Laporte 
added  it  to  New  America  last  summer 
at  a  price  of  16  times  his  estimate  of 
this  year's  earnings.  Expecting  the 
paper  business  to  recover,  he  reckons 
that  earnings  will  grow  20%  annually 
over  the  next  few  years. 

In  October  Laporte  added  to  his 
positions  in  both  Wal-Mart  and  Toys 
"R"  Us  for  the  New  America  fund 
but  couldn't  add  them  to  New  Hori- 
zons. He  figures  earnings  at 
Wal-Mart  will  grow  at  20% 
a  year  over  the  next  five 
years;  it  trades  at  20  times 
Laporte's  estimate  of  this 
year's  earnings.  He  expects 
earnings  at  Toys  to  grow  at 
1 8%  a  year;  the  stock  is  at  1 8 
times  1994's  estimated 
earnings. 

Laporte  also  likes  First 
Financial  Management,  a 
credit  card  processing  firm. 
He  expects  the  cash-rich 
company  to  expand  heavily 
into  processing  health  care 
claims.  Laporte  has  been 
buying  at  20  times  his  esti- 
mate of  this  year's  earnings. 

Both  of  Laporte's  funds 
are  no-loads.  Turnover  at 
New  America  runs  44%,  a 
bit  less  than  that  of  New 
Horizons.  At  1.25%,  its  ex- 
pense ratio  is  a  little  higher. 
In  this  case,  it  seems  to  be  a 
worthwhile  price  to  pay  for 
flexibility.  B» 
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STATISTICAL  SPOTLIGHT 


Wall  Street  is  giving  Boston  Chicken  lots  of  attention, 
but  no  one  watches  a  poultry  operation  called 
Seaboard  Corp.  Is  Seaboard  the  better  value? 

Wall  Street's 
dark  corners 


By  Eric  S.  Hardy 

IT'S  A  SAFE  BET  that  Seaboard  Corp.,  a 
poultry  processor  with  headquarters 
near  Boston,  won't  soon  be  included 
in  the  Dow  Jones  industrial  average 
nor  featured  on  Wall  Street  Week.  The 
stock's  low  trading  volume  of  about 
200  shares  a  day  scares  away  liquidity- 
minded  institutional  investors.  There 
are  only  1.5  million  shares  outstand- 
ing, and  all  but  some  350,000  of 


those  are  tightly  held  by  insiders, 
mostly  through  a  parent  company. 

But  this  chicken  processor  is  no 
chicken-feed  operation.  Revenues 
topped  $1.1  billion  in  the  last  12 
months  and  are  growing  smartly. 
Earnings  per  share  are  $18.33  over 
the  12  months  through  September. 

As  for  the  obscurity  of  the  issue,  to 
some  investors  that's  more  of  a  plus 


than  a  minus.  It  means  that  analyJ 
aren't  falling  all  over  themselves  ma 
ing  manic-depressive  earnings  fo» 
casts  and  pumping  up  or  drivij 
down  the  stock. 

Compare  Boston  Chicken.  Wj 
Street  is  all  over  this  restaurant  cha 
and  hot  new  issue  of  1993.  It  trades 
346  times  trailing  earnings,  18  tim. 
sales  and  8.5  times  book  value. 

Seaboard  is,  of  course,  a  less  glai 
orous  operation,  combining  chicks 
pork  and  lamb  processing  with  ever 
Zairian  flour  mill.  Even  so,  the  vali) 
don  difference  is  considerable.  Sfi 
board  sells  at  a  mere  10  times  lat« 
12-month  earnings,  0.2  times  sal 
and  less  than  book  value.  Tys« 
Foods,  the  biggest  public  chick 
processor,  sells  for  18  times  earnin 
and  0.7  times  sales.  Unlike  Seaboan 
Tyson  is  followed  by  more  than 
dozen  stock  analysts. 

Are  companies  that  aren't  w  atch 
by  analysts  better  buys?  Lawren 
Goldstein  thinks  they  often  are.  Gol 
stein  manages  money  through  t 
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Courier/educational  publications 

19V4 

15.4 

1.4 

65%  5% 

1% 

0.6 

2 

$115 

$36 

Donegal  Group/property  &  casualty  ins 

W/2 

8.4 

1.3 

25 

11 

14 

0.0 

8 

70 

72 

Farmer  Bros/coffee;  spices 

129'/2 

11.3 

1.3 

17 

-1 

13 

0.0 

 2 

190 

249 

Federal  Screw  Works/automotive  metal  products 

15V2 

8.9 

0.7 

35 

3 

8 

0.4 

1 

73 

17 

•  Forest  City  Enterprises/real  estate  development 

39% 

16.8 

1.4 

25 

9 

4 

13.8 

1 

496 

205 

•  Frederick's  of  Hollywood/retailing  of  lingerie 

5V2 

11.7 

1.3 

21 

11 

18 

0.0 

5 

129 

49 

•  Garan/sweaters;  sweatshirts 

31% 

9.6 

1.7 

21 

8 

16 

0.0 

9 

190 

162 

Golden  Poultry/chickens;  turkeys 

7% 

12.7 

1.2 

36 

12 

9 

0.2 

9 

401 

105 

Hawkins  Chemical/chemicals;  animal  feeds 

6 

12.2 

1.8 

16 

9 

15 

0.0 

6 

64 

55 

•  Hooper  Holmes/health  insurance  services 

13V2 

18.5 

2.1 

17 

16 

19 

0.1 

5 

149 

91 

•  International  Recovery/environmental  services 

14% 

10.5 

1.9 

30 

32 

23 

0.1 

Z  '  9 

258 

69 

•  Logicon/defense  electronics 

26% 

10.1 

1.9 

16 

14 

15 

0.0 

9 

334 

195 

•  Lynch/moving  mobile  homes 

24 

7.4 

1.2 

31 

23 

8 

2.9 

1 

123 

29 

Mid-South  Insurance/health  insurance 

11% 

8.3 

1.4 

26 

-10 

2 

0.0 

2 

62 

51 

•  LE  Myers  Co  Group/electric  power  lines 

10% 

15.8 

1.3 

451 

18 

22 

0.3 

1 

108 

26 

Robbins  &  Myers/pumps 

17% 

15.4 

1.5 

231 

-8 

16 

0.0 

82 

90 

•  Seaboard/meat  &  grain  processing 

186 

10.1 

0.9 

46 

24 

13 

0.4 

 2 

1,138 

277 

•  Superior  Surgical  Mfg/hospital  uniforms 

14% 

13.2 

1.9 

18 

7 

17 

0.1 

4 

130 

127 

•  United  Capital/real  estate  management 

lOVa 

14.5 

2.1 

83 

51 

6  • 

2.4 

2 

70 

62 

United  Insurance/life  &  health  insurance 

25V2 

7.4 

1.6 

27 

17 

15 

0.1 

427 

237 

•Traded  on  the  New  York  or  American  stock  exchanges. 

'Four-year 

growth  rate. 

2Fewer  than  500  shares. 

Source: 


rket  Guide  Database  via  OneSource  Information  Services. 


These  companies  don't  get  much  attention  from  analysts,  so  there's  a 
better  chance  that  a  bargain  among  them  will  stay  that  way 
long  enough  for  an  individual  investor  to  profit. 
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chmont,  N.Y.  firm  San- 
/lonica  Partners,  and  he 
tes  a  specialty  of  thinly 
[ed  stocks  like  Seaboard. 

a  company  trades  on 

New  York  Stock  Ex- 
rige,"  says  Goldstein,  "I 
automatically  not  inter- 
d  in  it,  because  too 
ly  other  [potential  in- 
ors]  know  about  the 
ortunity." 

eaboard  trades  on  the 
erican  Stock  Exchange, 
le  of  Goldstein's  hold- 
;,  including  Oakridge 
rgy,  Inc.,  an  oil  and  gas 
lpany,  and  Internation- 
peedvvay  Corp.,  which 
ducts  auto  races,  don't 
l  have  ticker  symbols 
trade  deep  in  the  pink 
:ts — meaning,  very  infrequently. 
Ic  used  our  computer  to  dig  up 
:ure  stocks  more  like  Seaboard 
1  Oakridge.  The  table  lists  20 
ks  that  can  be  bought  on  the 
"x,  Nasdaq  or  New  York  stock 
■ranges  but  whose  trading  volume 
;lo\v  10,000  shares  a  day.  They  all 


trade  for  less  than  19  times  trailing 
earnings  and  less  than  2.2  times  book 
value.  For  all,  earnings  per  share  have 
been  growing  over  the  past  five  years 
at  16%  or  better. 

There  are  two  things  fans  of  thinly 
traded  stocks  should  remember.  One 
is  that  inefficiency  can  present  prob- 


lems as  well  as  opportuni- 
ties. Unlike  putting  in  a  buy 
order  for  General  Motors 
or  IBM,  where  the  price  re- 
flects the  opinions  of  doz- 
ens of  securities  analysts, 
when  you  put  in  a  bid  for 
Seaboard's  shares  you  are 
taking  the  chance  that  you 
will  be  buying  from  some- 
one who  knows  more  about 
the  company  than  you  do. 

Second:  Trading  costs 
are  high  on  thinly  traded 
stocks,  so  they  don't  make 
good  fodder  for  short-term 
trading  strategies. 

Marketmakers  insist 
upon  comfortable  bid/ask 
spreads  when  trading  ob- 
scure stocks;  Seaboard,  for 
example,  was  recently 
quoted  at  185  bid,  189  ask.  You  can 
circumvent  this  problem  for  listed 
stocks  like  Seaboard  by  putting  in  a 
limit  order  down  the  middle  of  the 
spread  (your  order,  of  course,  may  not 
be  filled  right  away).  On  unlisted 
stocks  it's  a  lot  harder  to  beat  the 
spread.  HH 


18.59% 

1  year 

19.33% 

since  12/31/91 

Average  Annual  Total 
Returns  I-nded  12/31/93 

^  Transfer 
g  Your  IRA! 

^       Call  for 
Details. 


Dreyfus  Growth  and  Income  has  more 
than  doubled  the  performance  of  the  S&P  500  for 
the  period  since  its  inception  (12/31/91).** 

This  Fund  is  now  concentrating  on  dividend-producing  stocks 
and  convertible  securities.  In  addition,  with  the  Fund's  flexibility, 
the  managers  may  shift  small  or  large  parts  of  the  portfolio  into  bonds 
or  money  market  securities,  if  immediate  prospects  for  the  market  change. 
•  No  sales  load  •  Low  $2,500  minimum  investment  •  $750  for  IRA. 

For  a  Prospectus  with  complete  information  on  management  fees  and  expenses,  call  our  toll-free  number 
below.  Please  read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results.  Unlike 
the  Fund,  which  can  invest  in  both  debt  and  equity  securities,  the  Standard  &  Poor's  500  Composite  Stock  Price 
Index  is  a  widely  accepted  unmanaged  index  of  stock  market  performance  and  is  composed  of  only  equity  securities. 


^     Dreyfus  Growth  and  Income  Fund,  Inc. 


401(k) 

Han  provider! 


1-800-DREYFUS 

(1-800-373-9387) 

Ask  for  Extension  4408 


asset  value  and  investment  return  of  the  Fund  fluctuate  so  that  upon  redemption  you  may  receive  more  or  less  than  original  investment. 

Dreyfus  Trust  Company,  as  Custodian,  is  waiving  its  Dreyfus  IRA  annual  maintenance  fee  for  investments  in  the  Dreyfus  Growth  and  Income  Fund. 

re  are  no  minimum  balance  or  special  transaction  requirements.  If  this  waiver  is  terminated,  Drevfus  IRA  investors  will  receive  notice. 

rce:  Lipper  Analytical  Services,  Inc.;  total  returns  for  the  S&P  500,  12/31/91-12/31/93  and  12/31/92-12/31/93:  18.43%  and  10.06%,  respectively. 

yfus  Service  Corporation,  Distributor.  047  006 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for  j 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 


Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  9Sd 


Find  out  more  about  this 
paradise  in  the  Fijis  and  ou 
Special  Island  Exclusive. 
Laucala,  owned  and  operal 
by  Forbes  Magazine.  For 
more  information  write 
Errol  Ryland,  Manager,  1 
Box  149,  Fort  Garland,  C 
81133,  or  call  1-800-FORBE 
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FINANCIAL  STRATEGY 

MONEY  &  INVESTMENTS 


Japan  as  a  global  power  isn't  finished, 
but  we're  in  for  a  long  intermission  between 
the  old  regime  and  whatever  replaces  it. 

Rising  sun 
in  eclipse? 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


On  Jan.  31  the  Nikkei  225  stock 
average  shot  up  7.8%,  to  20,229,  after 
Japan's  legislature  agreed  to  a  politi- 
cal reform  compromise.  Eager  for- 
eign buyers  were  in  the  vanguard  as 
discouraged  natives  sold. 

The  Nikkei  has  fallen  almost  50%, 
from  39,000,  in  the  last  four  years, 
and  lots  of  people  are  now  saying 
Japan  is  cheap  compared  with  over- 
priced stock  markets  elsewhere.  But 
in  my  opinion  it's  likely  to  stay  cheap. 

For  a  number  of  years  I  have  com- 
pared Japan  in  the  1980s  with  the 
U.S.  in  the  1920s — both  were  emerg- 
ing global  powers  that  used  cheap 
money  to  finance  huge  industrial  ca- 
pacity expansion  and  frothy  real  estate 
and  stock  speculation.  As  the  1930s 
followed  the  1920s  in  the  U.S.,  so  the 
1990s,  with  massive  restructuring,  are 
following  the  1980s  in  Japan. 

Earlier,  Japan  grew  through  ex- 
ports to  Europe  and  North  America, 
and  was  driven  by  a  mercantile  policy 
that  would  have  made  the  17th-cen- 


tury French  green  with  envy. 
Through  import  prohibition,  as  with 
rice,  and  zealous  customs  inspectors, 
imports  were  discouraged.  This  kept 
consumer  prices  high,  as  did  layers  of 
wholesalers  and  inefficient  mom-and- 
pop  retailers.  Bottom  line:  The  Japa- 
nese, on  average,  have  incomes  equal 
to  Americans'  but  only  two-thirds  the 
spending  power.  With  goods  expen- 
sive, people  saved,  and  their  savings 
didn't  go  into  infrastructure  but  into 
export  industries  that  were  targeted 
for  global  domination. 

The  mercantilist  policies  won't 
work  any  longer.  Japan  and  her  $100 
billion  trade  surpluses  are  too  big  for 
the  rest  of  the  developed  countries  to 
swallow  as  they  try  to  cope  with  their 
own  unemployment  problems  (see 
story,  p.  50).  The  cold  war  is  over,  so 
the  West  doesn't  need  to  kowtow  to 
Japan  as  its  Far  East  anti-Soviet  bas- 
tion. Japan  is  shifting  its  export  em- 
phasis to  Asia,  which  helps,  but  has 
done  little  to  build  sorely  needed 
roads,  sewers  and  other  infrastruc- 
ture, and  the  country  is  only  begin- 
ning, by  proposed  tax  cuts,  to  encour- 
age domestic  consumer  spending. 

Financially,  too,  Japan  is  still  deep 
in  the  woods.  Asset-based  borrowing 
is  still  the  rule  for  all  but  the  largest 
corporations,  and  acceptable  collater- 
al is  largely  real  estate  and  the  stocks  of 
customers  and  suppliers.  The  dual 
collapse  of  both  the  property  and 
securities  markets  means  Japan's 
credit  contraction  will  continue. 

Corporate  fixed  costs  are  also  stub- 
bornly high,  given  lifetime  employ- 
ment commitments.  Firms  are  begin- 
ning to  shift  employees  to  part-time 


status — same  positions,  but  no  job 
security.  What  a  shock  for  those  who 
were  sure  they  would  retire  from  the 
same  company  they  joined  initially. 

Political  reform  now  has  center 
stage — witness  that  7.8%  Nikkei 
surge.  But  this  only  reflects  the  end  of 
the  postwar  era  in  which  the  Liberal 
Democratic  Party,  big  business  and 
little  agriculture  ran  the  show,  with 
consumers  appearing  as  mere  spear- 
carriers.  Eventually  we  will  get  a  new 
political  act,  but  right  now  we  have  an 
intermission  as  we  await  a  new  troupe 
to  replace  the  old  company. 

What  does  all  this  mean  for  inves- 
tors? Should  you  buck  the  global 
funds  and  short  the  Nikkei?  Yes,  but 
probably  not  until  the  end  of  Japan's 
fiscal  year,  Mar.  31.  Until  then,  the 
remnants  of  Japan  Inc.,  aided  and 
abetted  by  foreign  investors,  will  do 
all  they  can  to  help  stocks  in  order  to 
support  bank  capital  and  the  portfo- 
lios of  public  pension  funds,  which 
themselves  have  been  buying  equities 
to  shore  up  the  Tokyo  market. 

But  as  Mar.  31  approaches  I  will  be 
shorting  the  Nikkei.  I  see  the  Nikkei 
breaking  1 0,000  within  a  year  or  so,  a 
far  cry  from  34,000  when  I  said  to 
short  it  in  my  Apr.  16,  1990  column. 

But  let's  resist  any  temptation  to 
get  smug  about  Japan's  woes.  The 
destruction  of  what  was  the  world's 
biggest  stock  market  and  the  continu- 
ing heavy  damage  to  the  second- larg- 
est economy  have  troubling  global 
implications.  For  example,  the  U.S. 
Administration's  current  pressure  to 
open  Japan  to  American  imports  will 
yield  little.  Indeed,  Japan's  domestic 
weakness  is,  as  usual,  increasing  the 
Japanese  zeal  to  export,  further  abet- 
ting already  strong  protectionist  pres- 
sures in  North  America  and  Europe. 

Elsewhere,  assets  of  Japanese- 
owned  banks  in  California  have  been 
cut  significantly  (bad  for  California), 
and  net  purchases  of  foreign  securities 
have  fallen  from  $73  billion  in  1991 
to  $6  billion  in  1993's  first  half  (bad 
for  the  U.S.  Treasury).  Look  for  more 
Japanese  liquidation  of  foreign  hold- 
ings as  pressure  mounts  to  support 
the  home  security  markets. 

Japan  as  a  global  power  is  no  more 
finished  in  the  1990s  than  was  the 
U.S.  in  the  1930s.  The  rising  sun, 
however,  may  be  in  eclipse  for  the  rest 
of  the  decade.  HK 
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If  you  want  to  invest  abroad,  don't  do  it  for 
the  wrong  reason  and  in  the  wrong  way. 

Diversity  pays 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 

Onh  measure  of  how  profitable  inter- 
national investing  is  these  days: 
1993's  top-performing  investment 
advisory  letter  is  Stephen  W.  Parker's 
Mutual  Fund  Technical  Trader,  a  ser- 
vice that  invests  heavily  overseas. 

Never  before  in  my  tracking  of 
investment  letters  has  a  mutual  fund 
letter  won  the  one-year  performance 
sweepstakes.  Reason:  Over  periods  as 
short  as  a  year,  the  more  diversified 
mutual  fund  letters  are  at  a  disadvan- 
tage to  speculative  services  with  lop- 
sided portfolios  of  over-the-counter 
stocks  or  options.  Of  course,  this 
disadvantage  is  only  a  short-term 
handicap.  Most  of  the  riskier  services 
eventually  disintegrate.  But  in  any 
typical  year,  at  least  a  handful  of  them 
will  hit  the  jackpot. 

Well,  1993  was  not  typical.  So 
strong  were  international  funds — and 
especially  closed-end  country  funds — 
that  a  mutual  fund  service  like  Park- 
er's had  a  chance  at  the  top. 

To  judge  from  the  questions  I  have 
received  at  recent  talks,  it  seems  that  a 
flood  of  investors  are  investing  over- 
seas for  the  wrong  reason.  They  focus 
on  gains  such  as  Parker's  and  think 
that  international  investing  is  the  easy 
answer  to  CD  shock  and  a  fundamen- 
tally oven  alued  Wall  Street.  That  is, 
they  think  it  gives  them  the  prospect 


of  high  returns  that  go  with  stocks, 
but  without  the  considerable  risk  of  a 
market  correction  that  could  be 
around  the  corner  in  the  U.S.  market. 

These  investors  are  in  for  a  shock. 
Foreign  stock  markets  on  average  are 
riskier  than  the  U.S.  stock  market. 

I  am  not  saying  stay  away  from 
foreign  markets.  There  is  a  right  way 
to  invest  overseas.  Do  it  right,  and  you 
will  reduce,  rather  than  increase,  the 
risk  that  goes  with  stock  ownership. 
The  right  way  is  to  invest  only  part  of 
your  stock  portfolio  in  foreign  stocks, 
keeping  the  rest  invested  in  the  U.S. 

How  can  the  addition  of  riskier 
foreign  stocks  end  up  reducing  risk? 
Because  foreign  stock  markets  don't 
move  in  lockstep  with  the  New  York 
Stock  Exchange.  While  the  U.S.  stock 
market  is  zigging,  foreign  stock  mar- 
kets often  are  zagging.  A  portfolio 
that  invests  in  both  foreign  and  do- 
mestic stocks  thus  can  balance  out 
these  extreme  zigs  and  zags.  Which  is 
what  Parker  does  in  his  letter. 

A  global  portfolio,  moreover, 
ought  to  perform  as  well  as  a  purely 
domestic  one  over  the  long  haul. 

How's  that?  Won't  lowering  your 
risk  also  lower  your  return?  No,  at 
least  over  the  longer  term.  There's  no 
reason  to  expect  foreign  stock  mar- 
kets to  perform  any  less  well  than  the 
U.S.  equity  market  just  because  they 
zig  while  the  NYSE  zags.  In  fact,  ac- 
cording to  Ibbotson  Associates  of 
Chicago,  foreign  stock  markets  over 
the  past  few  decades  actually  have 
done  as  well  as  U.S.  stocks — if  not 
better — even  after  adjusting  for  the 
dollar's  long-term  decline. 

Fabians'  Investment  Resource  is  a 
good  illustration  of  the  virtue  of  go- 
ing global.  This  is  a  timing  letter, 
telling  subscribers  when  to  switch 
from  funds  to  cash.  For  people 
switching  between  U.S.  funds  and 
cash,  the  results  are  mediocre:  a  com- 
pound annual  gain  of  10%  over  the 


past  decade,  to  the  market's  14.2%. 

This  timing  letter,  however,  rec- 
ommends another  portfolio  that 
switches  between  foreign  stock  funds 
and  cash.  A  subscriber  who  divided 
his  portfolio  equally  between  these 
two  portfolios  would  have  done  re- 
spectably well,  12.3%  per  year  on 
average.  Better  yet,  the  global  switch 
portfolio  had  20%  less  volatility  (or 
risk)  than  the  U.S. -only  portfolio. 

Fabians'  Investment  Resource's  ex- 
perience is  not  a  fluke.  It's  also  the 
case  for  every  other  investment  letter 
tracked  by  the  Hulbert  Financial  Di- 
gest that  recommends  both  a  U.S.  and 
a  foreign-stock  portfolio:  A  blend  of 
the  two  portfolios  would  have  pro- 
duced higher  profits  with  lower  risk 
than  the  U.S. -stock  portfolio  alone. 

How  much  of  your  equity  portfolio 
should  you  park  abroad?  The  Mutual 
Fund  Technical  Trader  currently  rec- 
ommends at  least  two-thirds,  which  is 
too  much  if  your  goal  is  reducing  your 
stock  portfolio's  risk.  Investor's  World 
editor  John  Dessauer,  with  a  good 
global  record  over  the  past  decade, 
suggests  a  50/50  split  between  the 
U.S.  and  foreign  markets. 

As  for  which  funds  to  use:  Four 
currently  are  recommended  by  no 
fewer  than  nine  of  the  investment 
letters  I  track.  They  are  Fidelity 
Emerging  Markets,  Oakmark  Inter- 
national, and  T.  Rowe  Price's  Inter- 
national Stock  and  New  Asia  funds. 
All  but  Fidelity's  are  no-loads,  and  the 
Fidelity  fund's  3%  load  is  being 
waived  through  May  31  of  this  year. 

Among  closed-end  funds,  the  two 
currently  most  popular  among  the 
letter  writers  I  track  are  Emerging 
Market  Telecommunications  Fund 
(recent  price  29)  and  the  First  Philip- 
pine Fund  (21).  Both  of  these  funds 
currently  trade  at  a  hefty  premium  to 
net  asset  value,  however.  So  it  may  pay 
to  focus  on  the  open-end  funds  until 
these  premiums  fall  back.  0 
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FOREIGN  EXCHANGE 

MONEY  &  INVESTMENTS 


e  yen  looks  as  if  it  will  go  still  higher,  but  it 

uld  also  crash.  Here's  a  strategy  for  either  outcome. 

Instable  yen 


ANDREW  J.  KRIEGER 


5wJ.  Krieger  is  managing  director 
Currency  Advisors,  Inc., 
ign  currency  investment  management 
ledging/overlay  firm 
i  in  Englewood  Cliffs,  N.J. 
author  of  The  Money  Bazaar. 


AY  COLUMN  of  Dec.  6  I  recom- 
ided  buying  Japanese  yen.  The 
/dollar  rate  at  the  time  was  about 
.  Since  then  the  yen  has  been 
need  around,  moving  in  and  out 
avor  as  speculators  and  investors 
t  tried  to  assess  its  longer-term 
d.  Last  month  the  yen  weakened 
13  to  the  dollar — then  rocketed 
:o  107.5  and  has  since  remained 
'  strong  against  nearly  all  major 
encies  except  the  Australian  dol- 
Recent  rate:  108.5  to  the  U.S. 
ar. 

here  have  been  several  forces  be- 
1  the  yen's  strength.  First  of  all, 
in's  trade  surplus  has  continued  at 
larmingly  high  rate.  This  creates  a 
istent  demand  for  yen. 
he  second  major  factor  is  that  die 
iton  Administration  is  turning  up 
volume  on  its  demands  that  Japan 
lomething  about  its  trade  surplus 
l  the  U.S.  Alternatively,  there  is 
ever-present  risk  of  certain  Clin- 
officials'  jawboning  the  yen's  val- 
tigher,  for  example,  to  make  Japa- 
:  exports  more  expensive.  The  po- 
al  pressure  that  the  Clinton 
ninistration  has  placed  on  Japan  to 
h  an  "acceptable",  trade  frame  - 
k  has  likewise  included  public 
ats  of  action  against  Japan  if  such 
greement  is  not  reached. 


This  is  a  dangerous  game.  The 
Clinton  Administration's  seeming  in- 
sistence on  numerical  export  "tar- 
gets" in  certain  industries  smacks 
of  managed  trade.  Aid  its  tendency  to 
resort  to  the  deliberate  devaluation 
of  the  dollar  to  punish  foreign  com- 
petitors is  a  glaring  example  of  the 
very  protectionism  that  Washington 
says  it  opposes. 

The  strategy  of  the  Clinton  Admin- 
istration regarding  numerical  targets 
is  based  on  the  premise  that  Japan's 
economy  is  controlled  to  a  great  ex- 
tent by  governmental  bureaucrats. 
These  samurai  bureaucrats  are  appar- 
ently thought  to  conspire  with  Japa- 
nese firms  to  maintain  what  amounts 
to  a  nearly  perfecdy  controlled  envi- 
ronment in  which  foreign  products 
are  largely  excluded.  The  logical  con- 
clusion from  this  scenario  is  that  the 
help  of  the  Japanese  bureaucrats  must 
be  enlisted  in  order  to  make  inroads 
into  the  Japanese  economy. 

There  are  several  problems  with 
this  line  of  thinking.  First,  the  Japa- 
nese ministries  have  far  less  power 
than  this  argument  presupposes,  es- 
pecially now,  as  die  older  order 
changes  (see  column,  p.  132).  Second, 
soliciting  their  support  in  reaching 
numerical  targets  simply  expands 
whatever  power  they  have — you  need 
a  huge  and  active  bureaucracy  to 
monitor  and  enforce  political  trade 
deals.  This  in  turn  sets  back  enor- 
mously the  very  goal  of  deregulating 
the  Japanese  economy. 

Deregulation  in  Japan  would  help 
lower  prices  and  thereby  increase  the 
purchasing  power  of  the  Japanese 
consumers,  which  in  turn  would  ad- 
dress the  core  problem  of  the  struc- 
tural trade  imbalance. 

The  final  factor  that  has  helped  drive 
the  yen  higher  is  the  forced  liquidation 
of  monstrous  short  yen  speculative  po- 
sitions. Many  of  the  world's  largest  and 
most  famous  currency  speculators  had 
bet  heavily  on  sustained  yen  weakness. 
When  they  had  to  cover  their  short  yen 


positions  in  January  they  found  they 
were  only  able  to  do  so  by  driving  die 
currency  still  higher.  Big  money  was 
lost  by  die  yen  bears. 

Looking  ahead,  Japan  is  beset  by 
myriad  problems,  which  helps  explain 
why  selling  the  yen  has  been  such  a 
popular  trade.  But  in  the  current  envi- 
ronment betting  against  the  yen  poses 
particular  risks,  given  the  tough  tac- 
tics of  the  U.S.  Administration. 

The  irony  is  this:  If  Japan  delivers  a 
massive  fiscal  stimulus  program,  as 
Washington  hopes,  then  the  yen  will 
probably  rise  because  of  the  extra 
demand  for  capital  that  such  a  devel- 
opment would  generate.  Interest 
rates,  too,  might  well  rise,  another 
yen  booster. 

Alternatively,  if  Japan's  fiscal  package 
falls  short,  then  the  yen's  value  could 
very  possibly  surge,  because  the  mar- 
kets will  assume  that  Washington  will 
again  start  putting  pressure  on  Tokyo 
by  pushing  up  the  value  of  the  yen. 

So  this  is  a  no-brainer — buy  yen? 
No,  far  from  it.  At  its  current  levels  the 
yen  is  grossly  overvalued  by  any  mea- 
surement other  than  trade,  and  it  is 
possible  that  the  U.S.  would  resort  to 
other  tactics  than  talking  up  the  yen. 
The  Clinton  Administration's  free- 
trade  credentials  are  not  impeccable; 
Washington  might  decide  to  call  for 
trade  sanctions.  This  would  send  the 
yen  into  a  free-fall.  Unfortunately, 
sanctions  seem  to  be  an  increasingly 
real  possibility. 

The  safest  bet  right  now  is  to  as- 
sume the  yen  is  inherendy  unstable, 
and  to  buy  a  strangle  to  play  for  a  large 
move  in  either  direction.  I  recom- 
mend the  purchase  on  the  Philadel- 
phia Stock  Exchange  of  June  87  puts 
(for  a  price  of  50  ticks)  and  June  99 
calls  (for  a  price  of  56  ticks).  At  the 
current  yen/dollar  rate  of  108.5, 
both  options  are  out-of-the-money. 
The  puts  will  go  into  the  money  if  the 
yen  drops  below  115,  the  calls  if  the 
yen  rises  above  101 .  One  or  the  other 
should  be  a  bis,  winner.  B5E 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


Receive  Value  Line 
for  only  $SS$55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  forces $55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:  J.K.  Lasser's  1994  Tax  Guide.  With  your 
subscription  you  also  will  receive  the  newest  edition  of  America's  best-selling 
tax  guide  with:  •  the  latest  developments  and  legislation  •  forms  for  filing  • 
tax  organizer  with  step-by-step  instructions  •  hundreds  of  examples  and 
money-saving  strategies  PLUS  free  update  supplement  and  24-hour  helpline. 
(A  $14.00  value;  yours  at  no  charge  while  supplies  last.)  Your  subscription 
to  Value  Line  may  be  tax-deductible.  Consult  your  tax  advisor. 
Send  check  or  money  order  along  with  name,  address 
and  zip  code  to  gether  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext  2903-Dept.6l6K28)  American  Express.  MasterCard  or  Visa  24  hours  a  day. 
7  days  a  week.  30  day  Money-Back  Guarantee  Allow  4  weeks  lor  delivery 
NY  residents  add  sales  tax  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey' 

71 1  3rd  Avenue 
NY,  NY  10017-4064 


BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES 


The  first  monthly  newsletter  to 
cover  the  realm  of  hedge  funds 
in  its  entirety,  offering  a  global 
look  at  advisors  and  funds  in  a 
convenient,  accurate  and  timely 
formal. 

Managed  Account  Reports  Inc. 

220  Fifth  Ave..  NY,  NY  10001 
Fax  (212)  213-1870  or  call 
Lydia  Soto  at  212-213-6202 


$TOCK  OPTIONS 

The  only  way  to  beat  the  market 
whether  it  goes  up  or  down. 

Exciting  and  profitable! 
Monthly  Newsletter  with  three 
best  option  picks. 
JOHN  BENGEL, 
Box  1373.  Tavernier.  Fl.  33070 


Free  Video  By 
Top  TV  Star 
Reveals  An 
Amazing  New 
Way  To  Make 
$150,000+ 
Per  Year! 


We're  looking  for  partners  to 
operate  a  unique  financially  ori- 
ented service  business  in  their 
own  city.  Almost  no  competition 
in  a  multi-billion  dollar  market. 
Can  be  operated  from  your  home 
office  with  a  personal  computer. 
Candidates  must  be  bondable, 
have  outstanding  references, 
good  communication  skills  and 
$12,000  start-up  capital.  No  sell- 
ing required.  Begin  part-time  or 
full-time.  For  more  information 
and  a  free  videotape  hosted 
by  our  national  spokesman 
ROBERT  WAGNER,  call  my  sec- 
retary (her  name  is  Lisa  Morgan) 
Toll  Free:  (800)  442-3390, 
Mon.-Fri.,  9AM-5PM  CST. 


Forbes: 


® 


BUSINESS  FOR  SALE 
OWNERS  WILL  FINANCE 

Well  established,  profitable  good 
terms.  All  areas  except  Northeast. 
Mike  Dougan  719-548-8888 
AFFILIATED  BUSINESS 
CONSULTANTS 
Box  49457  Col  Spgs.  CO  80949 


my  watch 

ostu/of; 


As  a  solid,  financially  sound  Swiss  Trading  company,  we  have  the  exclu; 
worldwide  production,  distribution  and  marketing  rights  to  the  orig 
SOVIET  MILITARY  WATCHES  from  the  sole  official  equipper  of  the  for 
Soviet  armed  forces.  The  official  watch  supplier  to  the  Soviet  army  develo 
the  Komandirskie  series  for  the  troops  of  each  service  branch,  e.g.  for 
officers  of  all  the  Air  Force,  Navy,  Infantry  and  Artillery,  for  submarine  ere 
paratroops  and  tank  crews  etc. 

The  first  collection  has  been  selling  very  successfully  in  the  world's  tougr 
watch  market  (Switzerland)  for  a  few  months  already.  Within  a  single  mc 
25  countries  have  been  won  for  the  distribution  of  the  OSTWOK  brand. 
The  OSTWOK  brand  collection  of  watches  can  be  granted  only  on 
EXCLUSIVE  DISTRIBUTION  BASIS  for  the  corresponding  country 
trading  companies  or  importers  with  confirmed  success.  Presently 
following  countries  are  available: 

BELGIUM,  FRANCE,  UK,  HONG  KONG,  SINGAPORE,  JAP. 
SOUTH  AFRICA. 

If  you  are  interested  in  DISTRIBUTING  these  unique  original  timepiei 
please  contact  us  at  the  following  address: 

OSTWOK  SA 

attn.  Mr.  J. P.  Husser 

Product  Marketing  Manager 

Postfach  200,  8320  Fehraltorf,  Switzerland 

Telephone  Switzerland-1 -955  14  14 

Fax  Switzerland-1 -955  14  44 


BUSINESS  OPPORTUNITIES 


An  entire  new  field  of  opportu- 
nities has  opened  for  people 
with  vision. 

•  SMR  equity  build-outs 

•  PCS  bidding  syndicates 
$16,000  risk  capital  required 
IRA  &  self  directed  pension 
plan  qualified.  For  more  info: 

1-800-75(3-9990 


EDUCATIONAL  SERVICF 


University  Degrei 


Serf  Paced  Home  Study  I 
Associate  Bachelor  Master  C 

Business  Admin,  Psychology.  Fina  j 
Tech  Mgmt,  Law,  Paralegal,  ^ 
Int'l  Business,  Health  Care,  g/j 
Human  Resources  Admin.    J  ' 

(800)477-2254  (24  hrs)  4jS 
Southern  California  University  ^S5§ 
202  Fashion-F,  Tustin.  CA  92680 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  ft  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 
P.O.  Box  484-FB 
Wilmington,  DE  19899 
M  bui  800-321 -CORP  •  302-652-6532 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  •  DOCTOj 

For  wort.  Lite  and  Ac  | 
EiperieiKt  •  No  Clill 
Attendance  Reoui  I 
1-800-423-32 1 
FAX  (310)  471- 
or  tend  Oetailxt  re  I 
tor  Free  Evaluati  | 

Pacific  Western  Universi  I 

600  N  StgjvtajBvd  Oept  '85  losAngeHs  C<| 


$OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


FREE  VIDEO' 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/JC 
|  Credit  for  work  /life  exp.  •  Accre 
(800)  955-8879  (24  hrs. 

LaSalle  UniversitI 

Dept.  879  Slidell,  LA  70459-2' 


VOICE  MAIL 


BEACH  RESORTS 


EXECUTIVE  GIFTS 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under  $300. 


Voice  Mail 
Call  Processing 
Fax-on-Demand 

1-800-947-4884 

Demo  (S10)  522  3800 
FAX  (S10)  522  5556 

w= 


TALKING  TECHNOLOGY.  INC. 

sir  J-r 


ubject  to  change  without  notice 


PRESENTATION  EQUIPMENT 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 

•  1  Year  Warranty  •  <  5mW  Power  \ 

•  Range  up  to  1 00  yds. 

•  2  AAA  Batteries  Included 


P.O.  8ox  2/12,  San  Ramon,  CA  94583 


TOLL  FREE  800-291-5511  DEPT.  8 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


's  Largest  Selection  of  Audio  Books 


Best  Sellers 
on  Cassette 

Full-iength 
Readings 

Call  for  Free 
Brochure 


I 


NEAR  HISTORIC  CHARLESTON,  SC 

Kwuuah 


Free  Island 
Resort  Guide 

Featuring 
Kiawah's  famed 
Ocean  Course, 
ten  miles  of 
beach,  tennis, 
pools,  marina 
village,  shopping 
and  dining.  Plus 
residential  property 
for  sale  and  rent. 


Real  Estate  Sales 
1-800-763-7653  Ext  422 

Resort  Rentals 
1-800-845-3911  Ext  422 

Ravenel  Associates,  Kiawah  Island,  SC  29455 


GOLF  VACATIONS 


Great  Golf  Getaway 
On  Hilton  Head  Island 

Escape  to  an  island  paradise  for  an 
extraordinary  golf  experience.  We  offer 
tailor-made  golf  packages  with  guaranteed 
tee  times  on  more  than  20  championship 
courses.  And  NON-GOLFERS  STAY  FREE! 
Relax  in  a  luxurious  oceanfront  or  near- 
ocean  home  or  villa.  There  are  12  miles  of 
Atlantic  beach  to  enjoy,  plus  excellent 
tennis,  fine  dining,  shopping  and  many 
other  activities  to  keep  you  entertained 
day  and  night.  Call  toll-free  800-476-4885 
in  the  U.S.  and  Canada  for  rates  and  a  free 
brochure.  Island  Getaway,  P.  0.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


EXECUTIVE  GIFTS 


•  16"  to  23"  models  ore  hond- 
crofted  from  solid  mahogany  wHh 
hondpointed  morVmgs  and  details 

•  Over  160  models  m  stock 

•  Priced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1  800  950  9944 


I  At  If  111 


WOWS  UADINC.  P**HB 
OF  FINE 

utoscuirrutES 

U2SS  North  79rti  Slreer 
ScolHdale  Airport,  AZ  85260 
I&07I  W1-1B41  - —  3C 


(800)  626-3333 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all 
Precious  Gemstones.  Free  wholesale 
catalog  since  1967!  Member:  Jewelers 
Board  of  Trade  &  Chamber  of 
Commerce. 

HOUSE  OF  ONYX 
I  Main  St.,  Greenville,  KY  42345 
1-800-844-3100  or  FAX  502-338-9605 


INVEST  IN  HISTORY 

Who  is  your  hero? 

Lincoln,  Churchill.  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Armstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art. 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1930 

9478  W  Olympic  Blvd.,  B  H  ,  CA  902 12 

800-421-0754 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  tor  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
NewMilford,     CT     06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


AUTOGRAPHS 


OWN  A  PIECE  OF  HISTORY 

We  deal  in  original  letters  and  documents 
written  by  famous  people. 
Americans,  World 
Leaders.  Scientists, 
Authors,  Artists,  Com- 
posers and  many  more 
Call  toll-free  or  send  $2 
for  our  catalogue  today 
Please  include  phone 
number  and  individuals 
ot  interest. 

American  IhltBtortcal  (Suilo 


130  Circle  Drive, 
Roslyn  Heights,  N  Y.  11577 
(516)  621-3051  -800-544-1947 


FOR  INFORMATION 
WRITE  OR  CALL: 
LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 

60  Filth  Ave  .  N  Y  .  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


Only  the  first  step 

Those  who  panicked  out  of  stocks 
when  the  Fed  raised  short-term  inter- 
est rates  didn't  know  about  legendary 
market  technician  Edson  Gould's 
"  Three  Steps  and  a  Stumble"  theory. 
His  studies  convinced  Gould  that  bull 
markets  generally  survived  al  least  the 
first  two  interest  rate  boosts  by  the 
Fed  to  dampen  inflation  or  specula- 
tion. "So  far  we've  only  had  one- 
step,"  says  technical  analyst  Robert 
Ritter  of  Ladenburg,  Thalmann  & 
Co.  Killer  thinks  the  current  bull 
market  will  test  or  break  through  its 
old  highs.  But  remember:  We're  now 
one  step  closer  to  a  stumble  by 
Gould's  reckoning. 

Tired  stock;  take  profits 

( )\  I  Kin  E  LAST  three  years  the  stock  <  >f 
Union  Pacific  Corp.  (estimated  1993 
sales,  $7.5  billi<  >n  )  has  doubled,  from 
around  32  to  64.  Morgan  Stanley 
analyst  Andras  Petery  now  rates  up 
stock  "a  tired  outperformer."  He  just 
slashed  his  1994  and  L995  per-share 
earnings  estimates  to  $4  and  $4.50. 

Petery  thinks  low  oil  and  gas  prices 
will  hold  down  profits  at  the  compa- 
ny's natural  resources  business,  and 
lip  will  be  producing  less  crude  than 
anticipated  because  of  the  impending 
sale  of  its  Wilmington  field,  in  Los 
Angeles,  and  lower  volume  from  the 
Austin  Chalk  area  of  Texas. 

it's  railroad  business  will  offset  this 
weakness  only  somewhat.  The  rail- 
road expects  shipping  rates  to  go  up  a 
mere  1%  to  2%  in  intermodal  ship- 
ping, chemicals,  grain  and  lumber. 
And  while  UP  continues  to  spend  to 
improve  rail  service  and  expand  ca- 
pacity, Petery  says  its  opportunity  to 
cut  costs  by  reducing  the  payroll  w  ill 
very  likely  diminish.  I  [e  expects  up's 
waste  treatment  subsidiary  to  only 
break  even  this  year. 

It's  not  a  bad  company, says  Petery; 
it's  just  that  the  stock  has  gotten 
ahead  of  itself.  Down  around  seven 
points,  it  might  be  a  buy. 

Designing  ambitions 

Levi  Strauss  &  Co.  went  private  in 
1985,  but  Stifel,  Nicolaus  &  Co.  ana 
lyst  Philip  Abbenhaus  thinks  he  has 
found  a  way  to  plav  the  company's 
excellent  prospects.  He  recommends 


$241  million  (1993  sales)  Designs 
Inc.,  which  runs  121   Levi  Strauss 
specialty  stores  in  the  East,  mainly  in 
.malls  under  the  Designs  name. 

I  ast  year  store  openings  fell  behind 
schedule  and  same-store  sales  disap- 
pointed. Chestnut  Hill,  Mass. -based 
1  )esigns  took  a  $9  million,  or  56  cents 
a  share,  restructuring  charge,  drop- 
ping Abbenhaus'  expected  per-share 


A  Designs  store 

A  play  on  Levi  Strauss'  prospects. 


earnings  to  just  35  cents.  Since  June 
the  o-t-c-listed  stock  has  fallen  from 
25V4  to  a  recent  13V2. 

But  Abbenhaus  is  bullish  on  De- 
signs because  of  its  role  in  Levi 
Strauss'  plan  to  open  some  300  Origi- 
nal Levi's  Stores  over  the  next  three 
years.  Designs  will  be  its  sole  operator 
in  1 1  Eastern  states  and  Washington, 
D.C.,  where  6  already  have  opened 
and  35  to  50  more  are  expected  by 
1997.  Designs  also  runs  2  Dockers 
Shops,  which  sell  Levi's  line  of  all- 
cotton  leisure  slacks  and  shirts.  Ab- 
benhaus expects  sales  for  the  entire 
Designs  chain  to  rise  sharply  once  the 
new  Dockers  wrinkle-resistant  pants 
hit  the  market  in  April.  If  the  Dockers 
stores  succeed,  look  for  a  lot  more  to 
open,  with  Designs  again  getting  a 
regional  exclusive  to  run  them. 

Designs  stock  now  sells  for  just  1 1 
times  the  $1.20  a  share  Abbenhaus 
expects  it  to  earn  this  year.  There  are 
1 5 .9  million  shares.      -Nina  Mun  k 

A  bet  on  self-indulgence 

Richard  Barone'S  $4  million  (as- 
sets) FunShares,  Inc.  is  not  for  puri- 
tans. It  invests  solely  in  frivolous  in- 


dustries like  entertainment,  alcol 
tobacco,  sports,  restaurants  and  t< 
Its  major  holdings  currently  are  Ph 
Morris,  Walt  Disney,  Time  War 
and  Coca-Cola.  Barone  figures  t 
even  in  hard  times  people  will  indu 
their  vices.  He  plans  to  take  Fi 
Shares  public  as  a  Nasdaq-lis 
closed-end  fund  and  has  filed  to  sel 
least  100,000  shares  for  around  .1 
apiece.  Barone,  of  Clcveland-ba 
Maxus  Investment  Group,  also  n 
Maxus  Equity  Fund,  a  tiny  (ass 
$14  million)  flexible  equity  fund  r 
has  posted  a  24%  return  over  the  \: 
three  years,  beating  the  S&P  50 

16%.  -MlCHAEI  S<  HUN' 

Where  are  they  now? 

IT'S  FESS-UP  TIME  for  StreetwaU 
Time  to  review  some  of  our  \L. 
picks.  Time  to  recommend  what  \ 
should  do  with  winners  and  losers 

Let's  start  with  a  big  winner, 
bloody  Friday,  Feb.  4,  the  Big  Bo 
volume  leader  was  Stone  Contaii 
looking  strong,  down  a  mere  tract 

1 

to  1514  in  a  battered  market.  That 
Stone  stock  77%  higher  than  wl 
Salomon  Brothers  analyst  Chip  1 
Ion  recommended  it  to  Streetwal 
in  May.  Then  the  bears  were  pred 
ing  bankruptcy  for  Stone,  with 
debt-heavy  balance  sheet  and  dw 
died  cash  flow.  But  Dillon  liked  it 
highly  leveraged  play  on  an  increas 
depressed  linerboard  prices.  He 
right.  Prices  bottomed  in  Aug 
rose  in  October  and  will  go  up  at. 
in  March.  Meanwhile,  Stone  has 
stored  its  solvency  by  replacing  sh 
term  debt  with  nearly  $2  billiot  • 
long-term  debt  and  fresh  equity. 

Dillon  still  likes  Stone  and  see 
going  as  high  as  30  by  early  1996. 1  E 
very  leverage  that  almost  wrecked 
the  downturn  will  work  handsori 
in  its  favor  in  the  recovery. 

Just  over  a  year  ago,  with  1 
Chicago  stock  at  33,  Streetwa 
speculated  Chicago's  largest  b 
might  be  a  takeover  target,  poss 
by  BankAmerica.  Salomon  BrotJ 
analyst  John  Leonard  disagreed, 
he  liked  the  stock  anyway  and  sai 
was  worth  49.  Leonard  was  right 
both  counts.  Instead,  BofA  boi: 
Continental  Illinois,  First  Chica 
crosstown  rival;  First  Chicago  stc 
meanwhile,  broke  50.  Recent  pi 
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Leonard  still  likes  the  stock  and 
it  at  60  within  a  year. 
Ihicago  money  manager  Jeffrey 
ne  said  health  care  stocks  were 
■sold  and  singled  out  four  bar- 
is:  Cordis,  St.  Jude  Medical,  Utah 
lical  and  Rhone- Poulenc  Rorer. 

so  hot.  So  far,  only  catheter 
;er  Cordis  has  starred,  more  than 
bling  to  a  recent  50%.  But  St. 
;  is  down  12%,  and  Utah  and 
me-Poulenc  are  down  25%.  Hang 
says  Kanne:  The  better  health  care 
ks  will  come  back — especially 
h  Medical,  which  recently  cut  its 
iend  and  plans  to  buy  back  26%  of 
hares.  The  stock  now  trades  for 
'  12  times  his  1994  estimate. 
:reetwalker  would  like  to  forget 
summer's  buy  on  Genesco  at  8. 
n,  David  Magee  of  Robinson - 
nphrey  thought  the  stock  would 

0  1 1  or  12  by  mid- 1994.  But  he 
ngraded  Genesco  in  the  fall.  The 
k's  now  at  4%.  Sorry  about  that. 
;ee  says:  Take  your  losses.  We  only 

1  we'd  told  you  this  sooner. 

lso  last  summer,  just  after  Navi- 
sank  from  30  to  21,  analyst  Frank 
:elski  of  Ladenburg,  Thalmann  & 

practically  guaranteed  the  stock 
be  heavy-duty  truckmaker  Navi- 
wouldn't  dip  below  20.  He  was 
t  about  the  downside  but  regrets 
mmending  the  stock.  Though 
Iruck  business  is  still  booming,  he 

Navistar's  complicated  restruc- 
lg  and  massive  dilution  will  hurt 
e  than  expected.  In  December 
:elski  cut  his  1994  earnings  esti- 
t  and  told  clients  to  sell  at  22. 
v  that  it's  back  to  25,  take  your 
its  and  run,  he  says, 
i  April  C.J.  Lawrence  analyst 
othy  Ramey  said  weak  banana 
:s  and  high  interest  expenses  made 

Lindner's  Chiquita  Brands  Inter- 
nal a  sell  at  143A.  In  late  Decern - 
the  stock  was  down  to  10,  but  it 
since  jumped  to  15%.  It's  still  a 

says  Ramey.  U.S.  banana  prices 
:  doubled  from  their  Christmas 
i,  but  he  says  this  is  the  pattern, 
lucers  get  fat  in  the  first  half;  then 
es  a  banana  glut,  tailing  prices  and 
nd-half  losses.  He  expects  Chi- 
a  to  lose  only  20  cents  a  share  this 
,  versus  an  estimated  $1.10  loss 
y'ear,  but  he  remains  a  bear.  If  you 

it,  sell  it,  he  says;  a  poor  second 
is  almost  inevitable.  H 
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What's  the  largest 
cost  in  your  health 
care  plan? 

For  many  companies, 
the  answer  is  babies. 

Childbirth  expenses  are  the 
single  largest  cost  in  many 

health  care  plans.  More  than 
heart  disease.  More  than  cancer. 
More  than  injuries  and  accidents. 

But  there  is  something  you 
can  do:  Join  March  of  Dimes 
WalkAmerica.  WalkAmerica 
funds  our  Campaign  for 

Healthier  Babies,  a  nation- 
wide effort  to  prevent  birth 
defects  and  infant  mortality. 

March  of  Dimes 

WalkAmerica8 

Call  your  local  March  of  Dimes  or 
1-800  525  WALK  today. 
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OLORADO  ROCKIES 


Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
We  provide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  pio 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vaca 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For 
information  without  obligation,  1  | 

Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 
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EDITED  BY  DERO  A.  SAUNDERS 


,e  more  things  change  . . ." 

I  years  agp  in  Forbes 

W  mi  issue  of  Mar.  1, 1924) 


le  1920s  Buick's  reliability  led  it  to 
icknamed  "the  doctor's  car." 


avel  across  the  continent  from 
Atlantic  seaboard  to  the  Pacific 
t;  travel  down  and  up  and  across 
South;  circle  round  the  Middle 
t;  travel  where  you  will  in  this  vast 
lire,  and  the  thought  .  .  .  stamps 
f  deep  into  your  mind:  This  is 
y  a  land  of  diamonds,  a  land  glit- 
ig  with  uncountable  wealth.  .  .  ." 

the  South  moving  towards 
ublicanism?  The  mayor  of  Tampa, 
y  Wall,  who  is,  of  course,  like  all 
:r  Southern  mayors  and  governors 
other  officeholders,  a  Democrat, 
arked  to  me  that  Southern  folks 
:  coming  to  be  supporters  of  most 
ublican  doctrines  apart  from  the 
mportant  Negro  question." 

1  years  ago 

M  THE  ISSUE  OF  MAR,  1 ,  1934) 

year  ago  America  was  a  land  of 
mnd,  closed  banks.  Today  Ameri- 
a  land  of  sound,  but  mostly  timid 
<.s.  A  year  from  now  America 
nises  to  be  a  land  of  enterprising, 


»n  Pacific  streamliner  in  1934. 
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aggressive,  constructive  banks.  A  year 
ago  hoarding  of  money  was  all  the 
rage.  .  .  .  Twelve  months  hence  hoard- 
ing doubtless  will  be  only  a  memory." 

"Hats  off  to  Walter  S.  Gifford! 
Under  governmental  regulation, 
hardly  one  railway  in  America  has 
been  able  to  maintain  common  stock 
dividends.  Regulators  saw  to  it  that 
they  were  not  permitted  to  accumu- 
late adequate  surpluses  during  pros- 
perous years.  American  Telephone  & 
Telegraph,  under  less  rigid  . . .  control, 
has  been  so  piloted  by  Gifford  that  it 
has  been  able  to  maintain  its  full  div- 
idend all  through  the  Depression.  . . ." 

50  years  ago 

(From  the  issue  of  Mar.  1, 1944) 
"Military  eyes  remain  fixed  most 
attentively  on  the  eastern  shores  of 
Britain,  springboard  for  the  European 
invasion.  The  Navy's  westward  push 
to  the  Marshalls  is  touted  as  a  master- 
piece of  strategic  timing.  It  also  gave 
the  U.S.  a  preview  of  the  unprece- 
dented fighting  power  generated  since 
Pearl  Harbor,  and  the  Nazis  have  a 
horrible  hint  of  the  even  greater 
onslaught  coming  toward  [them]." 

25  years  ago 

(From  the  issue  of  Mar.  1, 1969) 
"We're  now  in  our  52nd  year,  which 
makes  us  a  Methuselah  among  maga- 
zines. Hardly  a  magazine  that  was  pub- 
lishing on  Sept.  15,  1917,  when  the 
first  issue  of  Forbes  .  ryiniiiLUT 
[right]  appeared,  is 

memories'  Can  ^BrjfiK'j™ 

Modern  PriscilM  All 
three  were  among  the  leading  magazines 
in  the  U.S.  half  a  century  ago.  The  Sat- 
urday Evening  Post  was  first,  the  Liter- 
ary Digest  third;  then  came  Pictorial 
Review,  Collier's,  the  Woman's  Home 
Companion.  Of  the  first  six  magazines 
in  1919,  only  die  Indies'  Home  journal 
is  still  coming  out." 

"For  nearly  three  years  now  the 

aviation  industry  has  haggled  with 
congressional  committees  over  who 
will  pay  what  for  the  long-overdue 
major  overhaul  job  of  the  nation's 


airports.  Now,  say  key  members  of 
Congress,  there  will  be  'no  more  hag- 
gling.' This  year,  they  insist,  [airport  and 
airways  legislation]  'must  be  passed.'  " 

"Last  year,  goaded  by  congressional 
demands  for  $6  billion  in  spending 
cuts,  President  Johnson  slashed  every 
agency's  budget  for  scientific 
research.  The  cut  that  hurt  most  was 
the  seemingly  modest  reduction  from 
$500  million  to  $455  million  a  year 
from  the  National  Science  Founda- 
tion to  reimburse  universities  for  proj- 
ects already  under  way.  'This  cutback 
in  actual  expenditures  was  disastrous,' 
says  [Dr.  Philip]  Handler  [new 
National  Academy  of  Sciences  head]." 

10  years  ago 

(From  the  issue  oe  Feb.  27, 1984) 
"The  not-for-profit  sector — schools, 
hospitals,  churches,  the  arts,  etc. — 
accounts  for  5%  of  the  gross  national 
product  and  6%  of  its  employment, 
more  than  the  auto  industry.  And,  like 
everyone,  the  charity  industry  suffered 
from  the  recession.  .  .  .  Still,  donations 
reached  $63  billion  last  year,  up  46% 
since  1979;  and  by  1988  .  .  .  will 
reach  more  than  $90  billion." 

"There  are  some  alluring  potential 
tax  benefits  in  home  greenhouses — 
but  with  a  big  caveat.  The  IRS  allows 
you  to  deduct  40%  of  the  cost  of  a 
passive  solar  collection  system,  up  to 
$10,000,  from  your  federal  income 
taxes.  Arguably,  that's  what  an 
attached  lean-to  greenhouse  is,  especial- 
ly if  you  have  fans  to  distribute  its  heat 
through  the  home.  .  .  .  But  if  you  take 
the  deduction  you  may  have  to  prove  it. 
If  a  greenhouse  is  used  principally  for 
something  other  than  heating  or  cool- 
ing, it  loses  its  tax-free  status.  .  .  ." 


A  tax-deductible  greenhouse?  Risky. 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


It  doesn  V  take  much  of  a 
rule  to  measure  a  mean  man. 

People  who  stare  deserve 
the  looks  they  get. 

The  only  unforgivable 
sin:  Being  unforgiving. 

Any  marriage  that  sur- 
vives a  big  wedding  can 
probably  survive. 

Making  mistakes  is  human. 
Repeating  'em  is  too. 

Arriving  for  a  luncheon  or 
dinner  engagement  an  hour 
late  is  almost  as  bad  as 
arriving  an  hour  early. 

Accepting  blame  when  it's 
not  really  due  sometimes 
makes  the  point  better. 

-Malcolm  Forbes 


A  Text  .  .  . 

As  the  hart  panteth 
after  the  water  brooks, 
so  panteth  my  soul 
after  thee,  O  God. 
My  soul  thirsteth  for 
God,  the  living  God: 
when  shall  I  come  and 
appear  before  God? 
-Psalms  42:1-2 


Sent  in  by  Faith  E.  Sander- 
son, Dundee,  Ore.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


Our  Founding  Fathers 
objected  to  taxation  without 
representation.  They  should  see 
it  today  with  representation. 

-Anonymous 

You  can't  build  a  reputation 
on  what  you  are  going  to  do. 
-Henry  Ford 

Trust  also  your  own 
judgement,  for  it  is  your 
most  reliable  counselor. 
A  man's  mind  has  sometimes 
a  way  of  telling  him  more 
than  seven  watchmen  posted 
on  a  high  tower. 

-ECCI.ESIASTICUS 

Always  acknowledge  a  fault 
quite  frankly.  This  will 
throw  those  in  authority 
off  their  guard  and  give 
you  an  opportunity  to 
commit  more. 
-Mark  Twain 


What  a  vast  difference 
there  is  between  the 
barbarism  that  precedes 
culture  and  the  barbarism 
that  follows  it. 
-Friedrich  Hebbel 

It's  easier  to  remember  when 
you  are  right  than  when  the 
other  person  was  right. 
-Robert  Half 

You  probably  wouldn't  worry 
about  what  people  think  of 
you  if  you  could  know  how 
seldom  they  do. 
-Olin  Mill  ER 


More  than  3,000  "Thoughts"  have  been  collected 
in  a  hardcover  edition  bound  in  green  and  gold.  To 
order,  send  $27.50  to:  Forbes  Books,  P.O.  Box 
11234  Des  Moines,  Iowa  50340.  Add  sales  tax  on 
orders  in  New  York  State  and  other  states  where 
applicable.  For  faster  service  call  1-800-234-4553 
and  charge  to  your  credit  card. 


Within  the  highest  echelons 
Of  politician -carnivores, 

A  demagogue  is  one  whose  lies 
Are  more  believable  than  yours 

-Art  Buck 

Strangers  arc  what  friends 
are  made  of. 

-CULLEN  HlGHTOWER 

Before  puberty  the  child's 
personality  has  not  yet 
formed,  and  it  is  easier  to 
guide  its  life  and  make  it 
acquire  specific  habits  of 
order,  discipline,  and  work: 
after  puberty  the  personality 
develops  impetuously,  and 
all  extraneous  intervention 
becomes  odious,  tyrannical, 
insufferable. 
-Antonio  Gramsci 

The  only  joy  in  the  world 
is  to  begin. 

-Cesare  Paves  e 

Look  to  your  health;  and  if 
you  have  it,  praise  God; 
for  health  is  the  second 
blessing  that  we  mortals  are 
capable  of;  a  blessing  that 
money  cannot  buv. 
— Izaak  Walton 

A  weak  spirit  does  more  harm 
than  a  weak  body. 
-Baltasar  Gracian 

There  is  no  lostness  like 
that  which  comes  to  a  man 
when  a  perfect  and  certain 
pattern  has  dissolved 
about  him. 
-John  Steinbeck 

Courtesy  is  the  shortest 
distance  between  two  people. 
-Anonymous 

Whenever  a  husband  or  a 
wife  is  murdered  by  his  or 
her  spouse,  you  never  have 
to  look  for  a  motive. 

-Southern  saying 
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Make  A  Strong 
Financial  Statement. 


The  Lincoln  Town  Car  Two -Year  Lease 

STANDARD  FEATURES  rh 

•  Remarkably  quiet  ride 

•  4.6-liter  V-8  engine 

PER  MONTH,  24-MONTH  LEASE 

•  Sequential  multi-port 


5469 


electronic  fuel  injection 

•  Dual  air  bags' 

•  Four-wheel  disc  anti-lock  brakes 

•  Six-way  power  driver  and  passenger  seats 

•  Remote  illuminated  keyless  entry  system 

•  CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information,  call  1  800  255-5433. 


Refundable  security  deposit  '475 

Down  payment  '2,000 

First  month's  payment  '469 

Cash  due  at  lease  inception  '2,944'' 


LINCOLN 

W  hat    A    Luxury    Car    Should  Be 


Lease  payment  based  on  average  capitalized  cost  of  90.90%  Town  Car  MSRP  lor  24-month  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  in  the  U.S.  from 
Sept.  1  to  Dec.  31,  1993.  Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  Payment  may  be  higher  in  AK,  CT,  KY,  MA,  MO,  NC,  Rl,  TX  & 
WV.  For  special  lease  terms,  take  new  retail  delivery  (rom  dealer  stock  by  4/05/94.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  with  the 
dealer  at  signing.  Lessee  is  responsible  for  excess  wear/tear  and  $.11  per  mile  over  30,000  miles.  Credit  approval/insurability  determined  by  Ford  Credit.  Total  of 
monthly  payments  is  $1 1,256.  "Excludes  tax,  title  and  other  fees.  'Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt. 

LINCOLN-MERCURY  DIVISION  CS§5  Bucklt  up- Mpfhtrwc  cu  an  live. 


More  capital-raising 
"Deals  Of  The  Year"  than  any 
other  investment  bank.* 

YPF:  $3.04  billion 

Chrysler:  $2.01  billion 

TCA  Toll  Road,  CA:  $1.17  billion 

Tenneco:  $1.1  billion 

Glendale  Federal:  $638  million 

Prudential:  $300  million 

Jersey  City,  NJ:  $44.5  million 


'  As  recognized  by  these  publication's: 
institutional  Investor,  Investment  Dealers'  Digest, 
Latin  Finance.  International  Financing  Review, 
^ot)  Infrastructure  Finance 


^^xllntrastn 


fig  CS  First  Boston 


MODEM  COWBOYS  ON  VASHON  ISLAND  •  CASE  STUDIES:  CHICAGO  MERCANTILE,  SHOWTIME  AND  MORE! 
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jewels  are 
there,  locked 
up  in  your 
mainframe. 
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IT'S  AMAZING  WHAT  PEOPLE  CAN  ACCOMPLISH 
WHEN  THEY  WORK  TOGETHER. 


Competing  in  today's  marketplace 
requires  a  tremendous  investment 
in  information  and  technology.  Unfor- 
tunately, for  many  organizations,  this 
investment  has  yet  to  pay  off  in  a  way 
that  significantly  benefits  their  people 
and  organization.  The  reason?  Frag- 
mented, inefficient  systems.  ■  We 
understand  the  complexities  of  this 
situation,  including  the  importance 
of  bringing  people  and  information 
systems  together  and  doing  it  eco- 
nomically. Because  we're  an  open 
systems  integrator,  we  can  evaluate 
your  situation  objectively  and  provide 
you  with  powerful,  tailored  solu- 
tions— while  helping  you  retain  as 
much  of  your  original  information 
technology  investment  as  possible. 

■  Like  you,  we  measure  success  on 
return  on  investment  and  we  believe 
accountability  is  crucial.  We  also 
believe  in  Brainware?"  that  is,  our 
experience  and  expertise  in  integrat- 
ing the  most  intelligent,  cost  effective 
solutions  into  an  organization. 

■  Solutions  that  can  help  streamline 
a  company.  Solutions  that  often 
result  in  extraordinary  breakthroughs 
in  productivity.  ■  Interested9  Call 
1-800-257-OPEN.  Together,  who  knows 
what  amazing  things  we'll  accomplish. 


CONTROL 
DATA 

The  Integration  Company 
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Sooner  or  later,  you'll  get  an 
"Out  of  Memory"  message. 
Whether  your  386/486  has 
1  megabyte  or  16. 

Is  and  network  utilities  need  memory  right 
ire  your  programs  need  it,  too.  It's  called 
i&'  or  'conventional'  memory. 
Adding  RAM  to  your  PC  just  gives  you 
re  expanded  or  extended  memory  — 
?ssible  to  some  programs,  but  not  to  TSRs 
fax  utilities,  device  drivers  or  network 
[ties  like  Novell  NetWare.  Fortunately, 
•e's  an  easy  software  solution  to  'out  of 
nory'  problems. 

ave  Your  Cake  and  Eat  it,  Too. 

1  more  memory  you  have,  the  more  flexi- 
y  and  reliability  you  can  enjoy.  Thanks  to 


our  patent-pending  'stealth'  tech 
nology,  QEMM  finds  as  much  as  96K  more 
high  memory  than  other  memory  managers. 

No  one  has  yet  been  able  to  match  our 
performance.  No  wonder  QEMM  outsells 
all  the  others  put  together! 

QEMM"  puts  the  maximum  memory  right 
where  your  favorite  programs  need  it  so  you 


"/  needed  mother  32K  for  my  favorite  TSR. 
I  added  2  megabytes.  I  still  need  32K!  What  gives?" 


DOS  6  w/o  MemMaker 
DOS  6  with  MemMaker 
QEMM-386  v6  Optimize 
New  QEMM  version  7  Optimize 


400K 


SOOK 


WX1K 


tested  DOS  with  and  without  MemMaker  and  with 
■MM  6  and  our  new  QEMM  7  runs  away  from  all  of 
them.  See  details  of  test  conditions  below. 


i  L  H  WEEK 

ANALYST'S  CHOICE 


can  run  them  and  TSRs  without  'out  of 
memory'  problems  or  conflicts.  That  keeps 
your  PC  running  smoothly  and  performance 
at  its  best. 

Protect  Your  Productivity; 
Keep  Your  Work  Safe. 

Any  task,  from  programming  to  writing  the 

company  business  plan  to  composing  a 
personal  letter,  takes  time  and  thought. 
Your  PC  is  supposed  to  make  that  process 
-  easier;  your  output  better.  When  you  can't 
run  your  favorite  grammar-checking  TSR  or 

have  to  get  by  without  a  vital  network  utility 

you're  sacrificing  productivity. 


EVTE 


Whether  vou're  running  MS-DOS,  IBM 
PC-DOS,  DR  DOS,  Novell  DOS  or  MS 
Windows;  one  megabyte  or  eight  don't  sacri- 
fice; don't  compromise;  don't  risk  losing  work. 

Managing  your 
memory  well  is  the  best 
way  to  assure  your  work 
won't  go  to  waste. 

QEMM  version  7  is  the 
most  powerful,  flexible 

the  new  Manifest,  the  memory  manager  you  can 

award-winning  buy  It's  fa  uti]ity  ^  finds 
memory  analyzer  that  , 

helpsyouseehow   more  memory  when 
your  PC  works,     nothing  else  can. 


uarterdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (310)  392-9851  Fax  (310)  314-4219 

jarterdeck  International  Ltd.,  B.I.M.  House,  Crofton  Terrace,  Dun  Laoghaire  Co.  Dublin,  Ireland  Tel.(353)  (1)  284-1444  Fax:  (353)  (1)  284-4380 

bww gut the chart  number*  CPU— 486/33  ALR  Power/business  VE1SA  mAhinfttiuiprvd  with  lbmegsul  RAMjnd  running  MS-DOS  h  Ciimpansinswi'rediint'UMnK  the  lullowini;tnciT!iTV  nwrwer*  IJf-UM  7  QEMM  MI2.  MS-LXTSt.  Mi'mM.iker  In  addition  li' tlv  dmvt  (ot  driUT.1  n\]uiivd  h\  uth 
memory  manager,  the  fdlovvmg  dnvers,  DOS  resources  and  programs  wiwl<WrWord]la>mp,iri.«.ns  in  tlnXONFICSYSiile  SETVEREXE.  DOS  HICH.  FILLS  20,  BUFFERS=I0,  STACKS=iio,  MVSOlNDsYs  s\DBM2SYS,  SLCOSYS,  DOSSfiELL=slalemerit  in  the  AUTOEXEC  BATfile:  VSAFE, 
MSCDEX,  UNDELETE.  LSL  COM,  \E2tU)COM.  IPXODICOM. \l  I  \  OR  EMSNETX  MOUSE  COM,  SMARTDRV.COM.  PKTMXAP.COM  819BQuartefd*$<5jfioe  Systems  takKuAtmfmpU^tttMimitaitmm 


Network  gfrowtk  is  a  fact  of  life. 
Ferkaps  now  is  a 
cfood  time  to  discuss  it. 


our  network  growth  is  so  explosive  and  pervasive,  there's  no  way  on 
earth  you  can  possibly  stop  it.  No  need  to  fret.  Because  at  AST  we  have 
designed  a  series  of  reliable  and  secure  servers  that  can  not  only  handle  the 
growth  you're  struggling  with  today  but  also  handle  growth  you  might  have 
tomorrow.  Or  the  next  day.  Or  the  next.  To  begin  with,  there's  the  AST  Premmia™  MTE  — 
a  proven,  powerful,  upgradable,  Intel-based  minitower.  It  comes  equipped  with  up  to  six 
EISA  slots  and  ample  second-level  cache  so  it's  ideal  for  even  the  most  demanding  work- 
group environments.  Next,  there's  the  Premmia  SE  —  a  full-size  tower  with  the  flexibility  to 
handle  larger  environments.  Not  only  is  it  Pentium"  processor 
capable,  but  the  SE  has  eight  EISA  slots  and  eight  "hot  swap" 
drives  that  can  be  replaced  with  no  user  interruption. 
And  finally  there's  the  Manhattan™  SMP  —  a  high- 
availability  symmetrical  multiprocessor 

powerful  enough  to  run  an  entin 
company.  (How  powerful  is  that?  For  starters,  it  supports  up  to 
five  Pentium  processors  and  has  16  drive  bays,  64  gigabytes  of 
storage,  a  fault-tolerant  disk  array  and  error  correcting  memory.) 

J* 

iff        For  more  information  on  how  we  can  help  manage  your  growth  both 
intelligently  and  economically,  call  us  at  800-876-4 AST.  We're  all  ears. 


AST  COmPUTER 


(11994  AST  Research,  Inc  All  rights  reserved.  AST,  AST  logo  are  registered  trademarks  and  Premmia  and  Manhattan  are  trademarks  of  AST 


AST   NETWOR  K 
SERVERS 

PREMMIA  MTE 

Minitower  chassis.  Intel  486DX/33 

or  486DX2/66  microprocessor 
Pentium"  processor  upgradability. 
Up  to  512KB  second-level  cache 
Six  EISA  slots,  four  external  and 
two  internal  drive  bays. 

PREMMIA  SE 

Intel  486DX/33  or  486DX2/66 
microprocessor.  Pentium  processor 
upgradability.  300-watt  power  supply. 

Eight  EISA  slots.  Up  to  eight  SCSI 
"hot  swap"  drive  bays  for  quick  hard- 
drive  replacement  without  downtime. 

MANHATTAN  SMP 

Fully  symmetric  multiprocessing 
superservers.  Up  to  five  Intel  Pentium 
microprocessors.  Fault-tolerant  disk 
array  using  RAID.  ECC  memory, 
eight  EISA  and  two  ISA  slots, 
16  drive  bays,  64GB  storage, 
dual  power  supply  available. 

OPEN 

Compatible  with  and  support  for 
Novell  NetWare,  SCO  UNIX, 

Banyan  VINES,  Microsoft 
Windows/NT,  and  IBM  OS/2. 

RESPONSIVE 

Three-year  on-site  warranty  standard. 
Technical  assistance  24  hours 
a  day,  seven  days  a  week. 


For  more  information,  call 

800-876-4AST 


For  a  brochure  via  fax,  call 

800-926-1AST 
Request  document  #52444. 


de  logo  is  a  registered  trademark  and  Pentium  is  a  trademark  of  Intel  Corporation  All  other  trademarks  are  the  property  of  their  respective  owners 
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9 ASAP  Utter: 
More  (Moore)  Fights  to  Come 

The  laws  of  governmental 
command  and  control  don't  stand 
a  chance  against  Moore's  Law. 
by  Rich  Karlgaard 


Letters  to  ASAP 


O  I  Game  Plan:  Surviving  a 
ZjL  High-Speed  Blowout 

First  aid  for  emergencies  of  the 
first  order. 

by  Bill  Walsh 

O  [Z  Bionomic  View:  Stagecoach 
J-i<J  Days  on  the  Infohighway 

Understanding  the  information 
highway  is  easy  if  we  realize  it's  a 
road  that  commerce  has  traveled 
for  300  years. 
by  Michael  Rothschild 

0  O  Multimedia  at  Work:  Fire  Your 
J-iy  Sales  Force 

Smart  companies  know  that 
customers  are  the  real  experts  at 
knowing  how  to  sell. 

by  Andy  Kessler 

1  1  ^kmfi^<ts 

-L  X  \J  Technology  on  the 

Moo/Fear  of  Faxing/The  Internet  as 
Dragnet/"Come  Here,  Watson,  and 
Bring  a  Pizza!" 

by  Kevin  Hogan 


m Mores:  Bad  Hair  Daze 
Is  it  something  in  the 
silicon?  Why  is  honest,  stylish  hair 
so  rare  on  the  industry's  top 
propeller-heads? 
by  Owen  Edwards 

"1  C\  C\  The  Peters  Principles: 
J. .Zj \J  The  Quaint  Idea 
of  Absolute  Mastery 

Without  towering  competence, 
you'll  come  up  short  in  today's 
marketplace. 

by  Tom  Peters 

Case  Studies  

O  O  Modernizing  the  Manual  Merc 

0  At  the  Chicago  Mercantile 
Exchange,  a  powerful  information 
system  gives  hand-signaling  traders 
the  biggest  hand  yet. 

by  David  H.  Freedman 

1  f  \  Yi  Why  Big  Retailers  Love 
1UD  Little  Scotch  Maid 

In  order  to  hold  its  own  with  giant 
customers  like  Kmart,  one  small 
manufacturer  of  women's  workout 
gear  cleverly  stretches  the  concept 
of  service  and  outmuscles  the 
competition. 
by  David  H.  Freedman 

Reengineering 

A  A  Baldrige  Notwithstanding 

I    I  For  the  Universal  Card 
Services  division  of  AT&T, 
winning  a  prestigious  quality  award 
was  a  very  good  thing.  But  for 
Universal  boss  Paul  Kahn,  not  good 
enough. 

by  George  Harrar 
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Features 


Showtime  s  Shock  Therapy 

Archaic  billing  cost  the 
cable  movie  channel  $10  million  a 
year.  Get  me  rewrite! 

by  Glenn  Rifkin 

Small  Business 

Breaking  Away: 
Revenge  of  the  Jock 

Rod  Friedman,  publisher  and  free 
spirit,  turns  his  work  into  a 
moveable  feast. 

by  Andrew  Feinberg 

Product  Strategies: 
Timing  Your  Upgrades 

The  ability  to  keep  corporate 
software  current  demands  nothing 
less  than  a  knack  for  juggling. 

by  David  Strom 


On  the  Road  with  Bill  Gates 

How  does  Microsoft's 
honcho  do  as  a  traveling  pitchman? 
Grab  a  seat  in  coach,  order  up  a 
cheeseburger  and  come  along. 

by  Rich  Karlgaard 

Michele  Corash: 
Fast  Action  Hero 

Slashing  legalese  and  bashing 
fuzzy-minded  legislation,  this 
megalawyer  is  Silicon  Valley's 
antidote  to  Superfund. 

by  Nancy  Rutter 

Life  After  Television,  Updated 

Which  technology  will 
drive  the  information  highway? 
The  PC,  says  the  author. 
by  George  Gilder 


1  1       Breaking  Away: 
X  X  \J  Vashon  Statement 

For  an  ex-corporate  warrior,  a  bed 
and  breakfast  computer  network  on 
an  island  near  Seattle  offers  a  long 
lease  on  the  good  life. 

by  Jeffrey  Young 

l.T.  Strategies 

O  Q  Liberate  Your  Data 

<J  O  Stashing  all  your 
information  in  a  hard-to-crack 
mainframe  may  be  just  the 
opposite  of  putting  money  in 
the  bank. 
by  Alice  LaPlante 
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The  EPSON  Stylus  300  InkJet 
is  the  best  value  in  its  class. 


EPSON  Stylus  300  Thermal  InkJet 

If  you  want  great  quality  printing 
and  a  great  value,  you  want  the 
EPSON  Stylus  300.  It's  the  latest  addition 
to  our  award-winning  EPSON  Stylus 
line  of  ink  jet  printers.  The 
EPSON  Stylus  300  delivers  printing  so  clean 

and  crisp,  you'll  be  amazed  it's  so 
affordable.  In  fact,  of  all  the  low-cost  thermal 
ink  jets,  including  HP's  DeskJet  500  and 
Canon's  Bubble  Jet  200,  there's  no 
better  value  than  the  EPSON  Stylus  300.  And 
nothing  else  in  its  class  has  the  worldwide 
EPSON  reputation  for  reliability. 

All  printers  in  the  EPSON  Stylus  line  of  ink  jets  are  backed  by  a  solid  two  year  warranty, 
and  by  the  EPSON  Connection  toll-free  help  line.  For  information  about  the  EPSON 


pendent  t<  omparing  the  standard  printing  modes  for  the  Canon  BJ-200,  the  HP  DeskJet  500  and  the  EPSON  Stylus  800  All  company  and  or  product  names  are 
■•'  registered  trademarks  of  their  respective  manufacturers,  including  Canon  which  is  registered  by  Canon  Inc.  and  HP  which  is  registered  by  Hewlett  Packard  Co. 


The  EPSON  Stylus  800 
is  in  a  class  by  itself. 


EPSON  Stylus  800  Piezo  InkJet 

If  you  want  the  finest  ink  jet  technology  ever 
offered,  there's  only  one  choice.  Step  up  to  the 
extraordinary  EPSON  Stylus  800.  The 
Piezo-powered  EPSON  Stylus  800  is  a  major 
breakthrough  in  printing  technology. 
EPSON'S  Piezo  technology,  featuring  our 
exclusive  Multi-Layer  Actuator  Head,  enables 
the  EPSON  Stylus  800  to  print  the  sharpest, 
clearest  images  ever  formed  by  a  personal  ink  jet. 

Better  than  any  personal  thermal  ink  jet.  And 
no  other  personal  ink  jet  does  it  at  a  lower  cost  per 
page*.  The  Piezo-powered  EPSON  Stylus  800 
is  clearly  in  a  class  by  itself. 


line  of  ink  jet  printers,  or  our  complete  line  of  scanners,  laser  and  dot  matrix  printers, 
call  the  EPSON  Connection  at  1-800-BUY-EPSON  (1-800-289-3776). 

EPSON 


EPSON  disclaims  any  and  all  rights  in  those  marks.  EPSON  is  a  registered  trademark  of  Seiko  EPSON  Corp  i  1993  EPSON  Amenta,  Inc  .  20770  Madrona  Ave  .  Torrance.  CA  90503. 
For  dealer  referral  or  warranty  details,  call  800  BUY- EPSON  (800-289-3776).  In  Canada,  call  (SOO)GO  EPSON.  For  Latin  America.  305-265-0092. 
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ours  explaining  exactly 

can  mean  to 
ttneme 


you  ge 


e. 


One  look-  at  the  display  screens  above, 
and  you'll  quickly  see  llial  the  Skylel  System 
is  not  jnsl  about  paging.  Its  about  instant  infor- 
mation. Its  an  important  distinction  to  make. 
And  understand.  Especially  il  you  ever  gel  on 
an  airplane  and  lly  somewbere  on  business. 

ror  starters,  Slcylel  does n  I  beep  yon .  1 1 
gives  you  important  information. 

It  tells  you  1 1  n I  tbe  client  needs  vou  in 
All  anta  instead  ol  New  York  (irst  thing  bomor- 
row.  1 1  tell  s  you  tbat  paragraph  two  on  page 
tbree  of  tbe  contract  needs  to  be  deleted.  Il 
tell  s  you  that  your  youngest  just  scored  two 
goals  in  her  first  soccer  game. 

And  all  wilboul  your  once  having  lo  bunt 
lot  a  pay  phone  or  return  a  phone  call. 

Hut  ibal  s  not  a  II  SkyTe]  can  tell  vou. 


Skylel  can  tell  you  whenever  you  have 
a  voice  mail,  so  you  don't  have  to  waste  your  time 
constantly  calling  your  office. 

SkyTel  can  tell  you  that  someone  just  sent 
you  an  b-Mail  message  and  display  the  first 
240  characters  for  you. 

SkyTel  ca  n  tell  you  the  day's  important 
business  news  and  other  headlines,  hours  be- 
fore you'll  read  or  hear  about  it  anywhere  else. 

SlcyTel  can  even  tell  you  how  well  your 
favorite  stocks  are  doing  twice  daily. 

I  be  difference  is,  SkyTel  doesn't  just  give 
you  notification.  It. gives  you  important  infor- 
mal ion  vou  can  use.  Instantly. 

And  as  vou  already  know,  in  business,  inlor- 
malion  is  everything.  Es-  Ol/l/j/^l 
peciallv  out  on  the  road.  "  ^.SuLtkUiyofMtd 


Find  <  nit  what  Skylel  cm  (/< »  A  »r  r<  hi.  c  lill  /-is7  H  )-7c,(-)-0/  (H  I 

€"1004  SkyTel 
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More  (Moore) 
Fights  to  Come 


/l/rrr  vtni  tftul  ASM',  tell  us  vWlfll  pou  ftix  u.v 
i/l  'J/S  M7  IW  or  muJi  mr  on  MCI  Mull:  S09-6930, 
IC'orixinttt'  ttrniiititris,  tfll  nv  vour  suvlex  l 


The  embrace  OF  a  global  economy  is 
largely  supported  by  those  who  like 
free-flowing  capitalism — call  them  lib- 
ertarians. It  is  largely  opposed  by  those 
who  prefer  cultural,  state  or  industrial 
conlormity — call  them  authoritarians. 
As  the  world  speeds  ever  taster  into  the 
Information  Age,  look  for  more  skir- 
mishes (like  the  recent  NAFTA  and 
GATT  debates)  fought  along  the 
authoritarian/libertarian  axis. 

The  source  of  the  conflict  is  this: 
Authoritarians  believe  in  the  goodness 
of  command  and  control.  Politicians  of 
this  stripe — left  and  right — trust  the 
state  and  its  apparatus  to  mold  human 
beings  into  better  human  beings. 
Enforcement,  through  confiscatory  tax 
rates,  high  tariffs  or  guns,  inevitably  is 
necessary.  Libertarians,  by  contrast, 
trust  the  individual  to  cut  her  own 
deals  and  make  his  own  best  destiny. 

Why  bring  up  politics  in  this  col- 
umn? Simply  this:  The  microprocessor, 
software  and  communications  tech- 
nologies building  blocks  of  the  Infor- 
mation Age — are  tools  that  empower 
libertarians  and  wreak  havoc  with 
authoritarians. 

Distributed  Computing 
Offers  Clue 

There  is  no  better  predictor  to 
describe  the  coming  authoritarian/lib- 
ertarian battles  than  the  example  of 
what  happened  in  the  computing 
world  during  the  15-year  period  from 
1977  to  1992.  In  1977,  99  percent  of 
the  world's  computing  power  resided 
on  mainframes  and  minicomputers, 
which  communicated  their  wisdom  to 
vassals  otherwise  known  as  "dumb" 


Chips,  software  and 
broadband  pipes  are 
tools  that  empower 
free-flowing  capitalists. 
The  tools  wreak  havoc 
with  those  who  prefer 
conformity — cultura  I 
state  or  industrial. 


terminals.  By  1992  the  percentages  had 
flopped:  99  percent  of  computing 
power  sat  collectively  on  the  world's 
desktop  (and  laptop)  computers. 
Moore's  Law  laid  waste  to  eommand- 
and-control  data  processing  centers 
inside  of  corporations. 

Moore's  Law  (named  after  Gordon 
Moore,  the  Intel  cofounder  who  pre 
dieted  that  chips  would  double  in  den- 
sity and  speed  every  \H  months)  will 
rout  most  authoritarian  regimes  it 
encounters,  from  mainframes  to 
monopolies  to  the  neo-Maoists  in  gov 
eminent  and  academe. 

By  1996  Moore's  Law  will  have  the 
power  of  last  year's  top  mainframe  con- 
tained in  a  desktop  box  costing  $2,000. 
By  decade's  end,  that  power  will  be  in 
your  telephone  and  TV  converter  box. 

Communications  bandwidth  will 
grow  at  a  rate  even  taster  than  that  of 
Moore's  Law.  Fiber  optics  has  an 
almost  infinite  capacity,  assuming  the 
development  of  such  enabling  tech- 
nologies as  photon  amplifiers  and  Ire 
quency  tuners.  But  while  we're  waiting 
for  those,  advances  in  digital  signal 


compression  (again,  credit  Moore's 
Law)  will  turn  coaxial  cable  and  even 
copper  into  six  lane  interstate  super- 
highways ol  data.  Wireless  may  hold 
the  greatest  promise  ol  all.  Each  year 
the  liuiilul  maiiugc  ol  human  crcativi 
ty  and  Moore's  l  aw    literally  in  the 

form  ol  digital  signal  processors, 

metaphorically  in  a  grid  of  microcells 
will  ensure  that  once  barren  Irequen 
eies  in  the  electromagnetic  spectrum 
can  be  turned  into  usable,  oceanwide 
channels  ol  data. 

The  Consumer  Is  Sovereign — 
Nimbler  Rivals  Will  Win 

I'ut  this  kind  ol  expanding  powci  in 
ordinary  people's  hands,  and  authoritai 
Lan  regimes  will  topple,  one  by  one 
Before  decade's  end,  home  and  private 
schooling  on  computers  will  rout  the 

National  Education  Association.  Light 
ning-fast  library  searches  on  massively 
parallel  servers  fed  by  broadband  pipes 
will  trash  the  price  structures  of  many 
professional  cartels,  including  law  and 
perhaps  even  medicine.  Ami  corporate 
organizations  that  are  based  on  Iik  i.ii 
chics,  job  descriptions  and  credential- 
ism  will  be  left  gasping  when  passed  by 
nimbler  rivals  harnessing  work-group 
software,  virtual  teams  ol  experts  and 
lust  iii  time  learning. 

Those  who  cling  to  authoritarian 
structures  will  wither  as  the  networked 
marketplace  rushes  by.  McKinsey  & 
Co.  director  Kenichi  Ohmae  recently 
warned  Japan  to  recognize  that  prosper- 
ity Hows  from  consumer  sovereignly, 
not  Itom  bureaucratic  ellorts.  Talk 
about  change!  But  that's  life  in  a  world 
defined  by  Moore's  Law. 
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The  Customerize  philosophy. 

It's  how  Unisys  helped 
Carnival  Cruise  Lines  build  the  most 
popular  fleet  in  the  world. 


This  year,  Carnival  Cruise  Lines 
ill  attract  an  industry-leading  one 
ill io n  passengers  to  a  fleet  that's 
Siting  shipbuilding  records  in  order  to 
^commodate  them.  A  customerized 
[formation  strategy  has  everything  to 
)  with  it. 

It's  a  strategy  developed  in  partner 
lip  with  Unisys.  It's  based  on  our 
ioneering  customerize  philosophy  of 
nkirig  information  to  customer  service 
>als— a  perfect  fit  for  Carnival's  atten 
on  to  its  front  line  customers,  the  travel 
?ents  who  convert  clients  into  passen 
3rs.  "If  you  think  anything  is  more 
nportant  than  the  customer,  think 
gain,"  reads  the  sign  in  Carnival 
resident  Bob  Dickinson's  office. 

Over  12  years,  Unisys  hits  helped 

.993  Unisys  Corporation. 


Carnival  increase  its  annual  number  of 
passengers  tenfold  In  marrying  person 
alized  customer  service  and  point  of 
customer  contact  technology.  "Unisys 
helps  Carnival  compete  because  they 
understand  not  only  Carnival,  but 
Carnival's  customers  as  well,"  says  Jim 
Bussey,  Carnival  Vice  President  for 
Information  Systems  and  Administrative 
Services. 

Carnival's  customer  service  commit 
merit,  is  reflected  in  a  reservation  system 
that  travel  agents  call  the  best  in  the 
business.  A  powerful  Unisys  net, 
work  helps  Carnival  manage  25,000 

umsys 

We  make  it  happen. 


bookings  on  a  busy  day.  II  even  evaluates 
sales  techniques  and  identifies  potential 
growth  areas  in  the  market  "The  solu 
fions  developed  through  our  relationship 

with  Unisys  are  simply  indispensable," 
Mr.  Bussey  reports 


cus-tom-er-lze\ kus'  o  ma  rlze'\w 
1:  to  make  ,i  company  more  responsive 
to  its  customers  and  bettei  able  to  attract 
new  ones  2 :  to  customei  ize  an  organi 
/alum's  information  strategy,  e.g., to 
extend  systems  capabilities  i>> 
field  locations  and  othei  points  of 
customei  conta<  I  and  support  3:  whai 
( Inisys  <  Corporation  dors  foi  a  growing 
rostei  "i  companies,  and  government 
agencies,  worldwide  syn  sir  i  ustomer 

SI  RVK  I    <  OMPI  1 1 II VI    I  IXil     IIMSINI  ss 

CR1TH  m  soi  UTIONS,  Rl  VI  nmi  (,i  ni  kaikin 


Call  us  at  I  800  874  8647,  ext  20.  Ask 
for  your  complimentary  CUSTOMERIZE 
Information  Kit  and  discover  how  we  can 
help  your  business gO  place:,  by  anchoring 
it  to  advanced  customer  service 
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Pros  and  Cons 

Forbes  ASAP  is  superb— it  is  rapidly 
becoming  the  top-flight  publication: 
informative,  intellectually  stimulating 
and  way  out  front.  Congratulations  on 
a  truly  outstanding  editorial  achieve- 
ment. 

Peter  Drucker 
Claremont,  Calif. 

Responding  to  how  I  profit  from 
Forbes  ASAP:  I  don't.  For  me  it  is 
waste.  I  resent  paying  the  subscription 
price  for  one  magazine  which  includes 
the  price  of  two — one  of  which  I 
instantly  throw  away. 

I  find  Forbes  magazine  to  be  quite 
useful  to  me,  but  after  glancing 
through  the  first  several  issues  of 
Forbes  ASAP  and  finding  nothing  of 
interest  to  me,  I  now  have  my  secre- 
tary pitch  it  before  it  wastes  my  time. 

If  anything,  you  should  spin  off  the 
second  magazine  and  let  those  inter- 
ested also  subscribe  to  it  and  lower 
my  subscnption  cost  to  just  Forbes. 
Carl  L.  Schweinfurth 
Mt.  Vernon,  111. 

Editor's  note:  Forbes  ASAP  is  a  profit 
center  and  doesn't  add  a  dime  to  your 
subscription  price. 

ClAO  FOR  CIOS? 

One  thing  that  I  remembered  from 
economic  theory  after  eading  Glenn 


Rifkin's  article  ("Ciao  for  CIOs")  is 
that  the  firm,  any  firm,  is  ultimately 
an  information  system.  Three  decades 
of  traditional  information  technology 
can  blind  us  to  the  basic  truth  that  a 
business  consists  of  an  overlapping 
service  of  decision  networks  where 
people  are  the  processors,  and  links 
range  from  conversation  and  corre- 
spondence to  state-of-the-art  technolo- 
gy. Thirty  years  ago,  the  Xerox  914 
copier  revolutionized  these  networks 
by  facilitating  the  sharing  of  informa- 
tion among  many  parties. 

We  are  in  the  midst  of  another  rev- 
olution far  greater  in  scope  than  that 
caused  by  the  914.  The  digital  firm 
has  very  different  decision  networks 
than  the  traditional  analog  firm.  At 
Sun,  we  generate  more  than  one  mil- 
lion electronic  messages  each  day, 
and  E-mail  has  changed  completely 
the  way  we  operate — some  good  and 
some  bad. 

The  modem  chief  information  offi- 
cer is  caught  up  in  this  vortex  of 
change.  The  things  which  he  or  she  is 
expected  to  manage  are  altering  the 
fundamental  fabric  of  the  organiza- 
tion. Yet,  the  scope  of  the  chief  infor- 
mation officer  is  frequently  narrowly 
defined.  Information  technology  is 
seen  as  one  of  the  functional  "chim- 
neys" in  the  organization  rather  than 
part  of  the  fundamentals  of  every  part 
of  the  organization. 

Combine  this  disconnect  with  the 
overpowering  need  to  do  more  for  less 
and  you  cannot  be  surprised  by  the 
short  tenure  and  high  stress  in  this 
role. 

W.  J.  Raduchel 
Chief  Information  Officer 
Sun  Microsystems  Inc. 
Mountain  View,  Calif. 

I'm  a  middle  manager  at  a  high-tech 
firm.  It  appears  to  me  that  my  senior 
managers  don't  understand  the  role  of 
information  in  their  organization.  Not 
understanding  that,  they  naturally  fail 
to  understand  the  role  of  information 
technology.  CIO  as  miracle-worker  is 
therefore  a  high-priced  Band-Aid  that 
rarely  cures  what  ails  the  patient.  The 


executives  that  truly  understand  the 
role  of  information  in  the  product- 
development,  manufacturing  and  ser- 
vice processes  are  the  ones  who  will 
succeed,  whether  or  not  they  employ 
a  "CIO." 

A  CIO  who  has  an  executive  staff 
willing  to  learn  these  precepts  will 
survive.  A  CIO  hired  by  any  organiza- 
tion hellbent  on  saving  money  will 
eventually  get  canned,  since  saving 
money  may,  in  fact,  not  be  the  right 
goal.  While  more  money,  not  less, 
may  be  a  component  of  the  answer,  if 
it's  misdirected  with  more  Band-Aids 
rather  than  in  proper  architecture, 
poor  ROI  again  occurs. 
Fred  C.  Harper 
Hewlett  Packard 
Milpitas,  Calif. 


Keep  Reading,  Al 

After  five  years  of  unsuccessful  efforts 
to  bring  the  welfare  system  of  Tulare 
County  to  the  government's  attention 
I  thank  Forbes  ASAP  for  breaking  the 
news  to  the  VP  himself!  If  Vice-Presi- 
dent Gore  wants  to  reinvent  the  gov- 
ernment, he  should  know  more  than 
the  results.  He  should  also  understand 
the  process  that  produces  results  and 
the  conditions  of  success. 

There  are  two  questions  to  ask 
when  wondering  why  government 
computer  systems  are  often  obsolete 
by  the  time  they  are  rolled  out:  How 
did  such  a  state-of-the-art  computer 
system,  costing  a  few  million  dollars, 
happen  in  an  obscure  California  coun- 
ty without  federal  and  state  funds? 
Why  is  a  corporate/government  part- 
nership an  extremely  rare  occurrence? 

In  1988  Tulare  County  had  the 
foresight  to  ask  for  a  computer  system 
which  would  combine  expert  systems, 
multimedia,  relational  database  man- 
agement and  imaging  technologies 
into- an  integrated  process  to  accurate- 
ly and  quickly  process  the  ever  grow- 
ing volume  of  welfare  applicants.  How 
was  this  possible  without  any  fund- 
ing? IBM  provided  free  hardware  and 
software  for  six  months,  and  Macroso- 
lutions  installed  it  and  assisted  in 
development.  In  about  six  months  the 
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HAVING  THE  EQUIPMENT 
IS  ONE  THING. 


The  solution  is  to  work  with  a  company 
that  knows  how  to  take  your  equipment 
and  make  it  work  for  .you.  A  company  that 
knows  what's  ahead  so  you  won't  get  left 
behind.  A  company  that  understands  how  to 
build  a  network  with  the  latest  routers,  hubs 
and  structured  cabling  systems  that  will 
grow  with  you.  Today,  the  question  isn't  just 
about  equipment.  But  who  can  you  trust 
with  the  know-how  to  bring  everything  in 
yourtietwork  together? 


KNOWING  HOW  TO  USE 
IT  IS  ANOTHER. 


Anixter.  Nobody  knows  networking  like  we 


do.  It  starts  by  working  with  the  leading 
manufacturers  to  design  a  network  perfectly 
tailored  for  you.  Making  sure  it  stays  that 
way.  And  supporting  it  with  technical 
expertise  from  people  who  really  under- 
stand your  network.  For  cabling  systems, 


ANIXftt 
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Iii  what  arc  extraordinary  times,  it  is  even 
possible  to  imagine  produce  stands  on  roads 
om  c  better  suited  for  tanks.  Throughout  former 
(  ommunisi  <  ountries,(  he<  kpoints  and  markets 

are  becoming  open. 

Although  the  free  world  won  the  Cold  War, 
millions  oi  former  Communis!  citizens  are 


winners,  too.  Harriers  to  democracy  and  the 
private  enterprise  system  are  being  lifted  through- 
out Eastern  Europe. 

Many  fat  tors  led  to  this  remarkable  turn  of 
events,  hut  one  stands  especially  tall  the  heroi< 
(  out  ribut  ions  oi  i  he  men  and  women  who  have  so 
ably  and  unselfishly  served  their  country  and  t  he 

defense  oi  freedom  throughout  the  world. 

It  is  a  privilege  for  us  to  support  such  an 
extraordinary  team.  And  we  salute  those  whose 
dedication  and  i  ourage  not  only  enrich  the  world, 
but  also  teinfon  e  one  oi  history's  most  painful  yet 
valued  lessons 

I  lut  freedom  is  not  easily,  nor  permanent  lv,  won. 


i. tun  Kt  K  Kit  IX, I  OKI' 


Pin  ico  I  )ramatization 


p  i  T  O  ASAP  

piioi  snowed  results  so  strong  that  the 
county  decided  to  acquire  the  comput- 
er, spend  money  on  multimedia  and 
move  ahead  with  full  implementation. 
About  a  year  later  the  system  was 
ready  for  production.  The  rest  you 
reported. 

While  System  &  Computers  Tech- 
nology Corp.  took  over  the  operations 
and  enhancements  of  the  pilot  sys- 
tem, Macrosolutions,  with  assistance 
from  Tulare  County,  focused  on  mak- 
ing it  available  nationwide.  Alas, 
since  the  Tulare  system  was  not  a 
"funded  system,"  it  was  ignored  by 
the  State  of  California.  Never  mind 
that  it  worked!  It  worked  better  and 
longer  than  the  approved  systems. 
The  law  simply  encourages  states  to 
keep  transferring  the  existing  sys- 
tems, no  matter  how  archaic  they 
may  be.  The  best  that  Al  Gore  can  do 
for  reinventing  the  government  is  to 
realize  that  there  is  no  way  to  sched- 
ule a  good  invention  and  to  change 
this  law. 
Borut  Prah 
CEO 

Macrosolutions  Inc. 
Oakland,  Calif. 


More  Than  One  Way 

"Brainstorming  '90s  Style"  captured 
the  benefits  of  electronic  brainstorm- 
ing quite  well.  However,  while  Ms. 
LaPlante's  article  warns  the  reader  to 
be  wary  of  the  productivity  gains  tout- 
ed by  software  vendors,  she  neglects 
to  mention  other  group  decision  sup- 
port system  (GDSS)  tools  and  features 
that  can  be  used  to  improve  the  quali- 
ty of  a  group's  output. 

From  our  experience,  electronic 
dialogues  within  shared  frameworks 
for  looking  at  issues  are  the  key  to 
turning  a  list  of  ideas  into  meaningful 
options  in  a  short  period  of  time.  On 
the  whole  our  most  successful  experi- 
ences with  GDSS  have  been  those 
instances  when  old  ways  of  looking  at 
problems  give  way  to  new,  more  effec- 
tive paradigms. 
Steven  D.  Bassill 
President 

Quality  Directions  Inc. 

Chicago,  HI 


What's  a  wonk? 

In  conversation  with  fellow  business 
associates,  we  found  that  the  term 
"wonk"  on  your  cover  has  us  con- 
fused. Please  help  us  put  an  end  to  our 
quest  for  someone  who  knows  what  a 
wonk  is. 
Kathy  Bruno 
Bridgestone  Firestone 
Rolling  Meadows,  111. 

Editor's  note:  According  to  our  resident 
lexicologist,  "wonk"  is  an  anagram  of 
the  word  "know. " 


More  Buzz  Than  Bite 

Leave  it  to  a  clever  ad  man  like  Jay 
Chiat  to  appropriate  a  hot  term — virtu- 
al— and  use  it  for  his  own  purposes, 
regardless  of  whether  it  really  fits  ("Jay 
Chiat  Breaks  Down  the  Walls"). 

By  taking  advantage  of  advances  in 
computers  and  telecommunications, 
it's  quite  possible  to  create  an  agency 
without  walls.  A  "virtual  agency," 
however,  is  more  than  real  estate  and 
physical  space.  The  virtual  agency 
breaks  out  of  the  rigid  structure  of  peo- 
ple and  costs  that  conventional  agen- 
cies are  saddled  with.  In  my  firm,  for 
example,  we  have  no  employees. 
Instead,  we  have  a  team  of  senior  asso- 
ciates— independent  professionals  who 
function  as  my  account  staff. 

Currently,  we  have  nearly  two 
dozen  associates,  but  actually  there  is 
no  limit  to  the  number  we  might  have. 
In  this  way,  my  structural  costs  do  not 
restrict  or  dictate  my  inventory  of  tal- 
ent— the  critical  asset  of  a  professional 
or  creative  services  firm. 

Each  associate  pays  for  his  or  her 
overhead  and  retains  complete  control 
over  his  or  her  own  accounts.  This 
flexible  structure  allows  us  to  have 
more  depth  and  breadth  than  conven- 
tional agencies,  but  without  the  oner- 
ous overhead. 

The  senior  associates  generally  reside 
in  this  market,  but  several  are  located  in 
other  states.  With  E-mail,  faxes  and  con- 
ference calling,  I  can  orchestrate  our 
widely  scattered  associates. 

My  virtual  agency  is  hardly  unique 
in  the  world  of  professional  service 
firms,  and  variations  on  the  theme  are 


popping  up  all  the  time.  Maybe  Jay 
Chiat  is  evolving  toward  a  virtual 
agency,  but  the  changes  described  in 
your  article  still  fall  far  short. 

In  the  meantime,  give  credit  to  the 
smaller,  innovative  firms  that  really  are 
reinventing  the  professional  and  cre- 
ative services  business. 
Gregory  G.  Graze 
President 

Graze  Public  Relations 
Dallas,  Tex. 

Editor's  note:  Forbes  ASAP  described 
Chiat' s  agency  as  "virtual."  Chiat  did 
not  use  the  term  himself.  But  thanks 
for  your  case  study. 


We  Did  Not  Know  That 

You  have  my  laundry  to  thank  for  this 
note  and  for  my  discovery  of  your  mar- 
velous magazine.  A  copy  of  the  latest 
Forbes  ASAP  was  open  atop  the  wash- 
ing machine  I  always  use  at  my  comer 
laundromat.  I  picked  it  up,  flipped 
through  it,  became  engrossed,  brought 
it  home  and  haven't  been  able  to  put 
the  %*#@&A!  thing  down  for  days. 

And  of  all  those  intriguing  thoughts 
your  magazine  stirred  in  me,  there  is 
one  I'd  like  you  to  consider.  "Knowl- 
edge" (a  term  I  found  you  using  liberal- 
ly) is  not  a  synonym  for  either  "infor- 
mation" or  "data." 

These  concepts  he  on  a  spectrum: 
Data  <-»■  Information  <->  Knowledge  «->  Wisdom 

Technology  assists  us  in  gathering 
data.  Data  becomes  information  when 
it  is  crunched — systematically  manipu- 
lated. Information,  when  conceptual- 
ized and  "contextualized,"  leads  to 
knowledge.  Wisdom  is  the  intelligent 
application  of  knowledge. 

Wisdom  and  knowledge  are  not  the 
province  of  inanimate  things — yet. 
Kate  Mullen 
Programmer 

Office  for  Information  Systems 
Harvard  University  Library 
Cambridge,  Mass. 


Readers,  tell  us  what  you  think  about 
Forbes  ASAP.  Or  tell  us  how  you  profit 
from  technology.  Or  both!  Fax  us  at 
415-637-1987  or  E-mail  us  at  MCI:  509- 
6930. 
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"There's  one  thing  you  have  to  invest 
in  a  mutual  fund  besides  money...time!, 


President 


)ur  investment  philosophy  is  based  on  my  experience  of  over  forty  years  which  has  weathered 
hirteen  bear  and  fourteen  bull  markets.  The  truth  is  that  any  mutual  fund's  performance  —  including  the 
>erger  100  Fund  and  the  Berger  101  Fund  —  will  only  be  as  good  as  the  companies  in  its  portfolio.  And  so  we 
;arch  for  profitable,  successful  companies  because  we  believe  they  are  most  apt  to  become  profitable,  successful 
ivestments.  While  a  fund's  past  performance  does  not  guarantee  future  results,  we  believe  the  success 
f  these  companies  and  their  potential  for  growth  makes  them  quality,  long-term  investments. 


ANNUALIZED  PERFORMANCE 
&   MORNINGSTAR  RATINGS 


Berger 
100 
Fund 

1  Year 
21.2% 

3  Years 
★★★★★t 

35.4% 

5  Years 
★*★★* 
28.3% 

10  Years 
★★★★ 
17.3% 

15  Years 
17.6% 

19  Years" 
16.1% 

Berger 
101 
Fund 

1  Year 
23.6% 

3  Years 
★★★★★ t 
27.8% 

5  Years 
★★★★★ 
18.2% 

10  Years 
★★★★ 
13.4% 

15  Years 
14.6% 

19  Years t+ 
14.4% 

or  the  period  ending  12/31/93.  Source:  Lipper  Analytical  Services,  Inc.  tMorningstar  proprietary  ratings 
3flect  historical  risk-adjusted  performance  as  of  12/31/93.  The  ratings  are  subject  to  change  every  month 
lorningstar  ratings  are  calculated  from  the  funds'  three-,  five-  and  ten-year  average  annual  returns  with 
ppropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  three-month 
reasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars  and 
2.5%  receive  four  stars.  nBerger  Associates  assumed  management  of  the  Funds  9/30/74, 

f  our  thinking  complements  your  own,  the  next  step  is  to  see  which 
Merger  Fund  is  right  for  you.  Both  have  earned  the  Morningstar 
ive-star  overall  rating*  but  each  has  a  different  investment  objective. 

rhe  Berger  100  Fund  is  a  growth  fund  which  invests  in  what  we 
hink  are  the  best  of  the  current  faster-growing  companies. 

rhe  Berger  101  Fund  is  a  growth  and  income  fund  which  tends  to 
wn  larger,  established  companies  whose  growth  is  often  confirmed  by 
record  of  paying  dividends. 

fou  can  open  an  account  with  as  little  as  $250  or  add  to  an 
xisting  account  with  just  $50.  And  while  periodic  investments 
lo  not  assure  a  profit  nor  protect  against  loss  in  declining  markets,  our 
ow  minimums  help  keep  it  easy  for  you  to  start  saving  for  college, 
etirement  or  anything  you  want  in  your  future. 

Please  call  (800)  3334001 

for  a  prospectus  containing  more  complete  information 
including  management  fees,  charges  and  expenses. 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains. 


rhe  figures  in  the  chart  represent  past  performance  and  do  not  guarantee  future 
esults.  These  performance  figures  include  changes  in  share  price  and  reinvestment 
)f  dividends  and  capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed, 
ray  be  worth  more  or  less  than  their  original  cost.  The  figures  include  the  deduction 
)f  12b-1  fees  beginning  in  June,  1990. 

5)  1994  Berger  Associates,  Inc.  FOR  22894 


1)  The  Deskpro  XE  has  preinstalled  software  to  get  you  up  and  running  quickly.  2)  It's  phi 
helps  you  better  organize  your  work.  4)  Enhanced  Business  Audio  lets  you  operate  the  PC  witl 


nputcr  Corporation.  Ail  Rights  Reserved.  Compaq  and  Deskpro  Registered  U  .S.  Patent  and  Trademark  Office  Business  Audio  is  a  trademark  of  the  Compaq  Computer  Corporation  Product  r 


.This  Easy 
lves  An  Ad 
fo  Read. 


>ablc  so  future  upgrades  are  a  snap.  3)  An  exclusive  new  software  interface  called  TabWorks 
5)  And  starting  at  $1,499*  it's  easy  on  your  budget.  6)  For  details,  just  call  1-800  3451518. 

COMPAQ. 

tdemarlu  and/or  registered  trademarks  ol  their  respective  companies.  *  Estimated  selling  prii  c,  actual  price  may  vary  The  Intrl  Inside  logo  is  j  trademark  ol  the  Intel  ( 'nrpor.it  ion. 


Transoceanic  fiber  optic  cables 

COME  WITH  A  GUARANTEE 


No  one  ever  said  the  North  Atlantic  wasn't  rough.  And  storms  in  the  North  Pacific  can  be  worse.  Howling  winds. 
Waves  the  size  of  buildings.  And  no  one  knows  for  certain  what  happens  beneath  the  surface.  •  •  One  thing 
is  certain:  fiber  optic  telecommunications  cables  break.  Fortunately,  the  line  of  communications  between  continents 
doesn't.  That's  because  transoceanic  cable  operators  buy  an  insurance  service  from  COMSAT.  Within 

minutes  COMSAT  restores  the  lost  telecommunications  link.  Last  year  COMSAT  rescued  international  voice  and 
data  traffic  for  ten  cable  systems  equalling  more  than  300  days  of  service.  Best  of  all,  telecommunications  users 
don't  even  know  we're  there.  Service  continues  smooth  as  a  breeze.  To  keep  your  voice  and  data  communications 
safe  in  any  storm,  call  COMSAT:  301-214-3420.  Or  fax:  301-214-7100. 

Worldwide  Communications  Now!  mCQMSAT 

<Z*  World  Systems 


Game  Plan 


By  Bill  Walsh 


Surviving  a  High-Speed 

Blowout 


E 


ven  astute  managers 
may  add  to  the  disaster 
by  blaming  someone 
they  don't  like  rather 
than  pinpointing  the  real 
problems  and  culprits. 


Murphy's  Law  has  a  daunting  number 
of  subsections.  One  of  my  least  favorite 
might  be  stated  as  follows:  Anything 
that  can  go  wrong  will  go  wrong,  just 
when  you  least  expect  it. 

How  does  this  play  itself  out?  A 
CEO  puts  together  a  successful  organi- 
zation led  by  a  crack  sales  staff.  Things 
go  well  for  so  long  that  success  seems 
almost  routine.  Then,  with  increased 
competition,  sales  plummet,  the  staff 
falls  into  demoralized  confusion,  and 
everything  else  begins  to  unravel  as  a 
result.  The  people  you've  depended  on 
most  turn  out  to  be  your  weakest  links. 

As  a  football  coach  I've  seen  this 
kind  of  situation  more  often  than  I  care 
to  remember.  A  defense  I've  judged  to 
be  talented  turns  out  to  be  as  porous  as 
a  sieve.  Or  a  highly  touted  running 
back  gets  into  the  habit  of  fumbling  on 
cmcial  plays.  The  variations  are  many, 
and  maddening. 

Though  the  sudden  failure  of  a 
strong  part  of  your  organization  can  be 
a  dramatic  event,  like  a  blown  tire  at 
60  mph,  it  shouldn't  come  as  a  com- 
plete surprise  unless  you've  been  hiding 
your  head  under  the  spreadsheets.  Fail- 


ure comes  by  degrees,  and  indicators 
usually  allow  you  to  address  the  prob- 
lem in  time  to  minimize  the  disaster. 

Obviously,  sooner  is  better  than 
later,  but  early  remedies  require  you  to 
recognize  the  problem  in  advance  and, 
if  possible,  isolate  the  cause.  Because 
this  takes  high  objectivity  and  low 
emotionalism,  it  may  be  the  toughest 
part  of  the  process,-  you  simply  may  not 
want  to  think  that  someone  you  trust 
is  causing  a  problem.  Even  astute  man- 
agers may  add  to  the  disaster  by  blam- 
ing someone  they  don't  like  rather  than 
pinpointing  the  problem  in  the  work  of 
someone  they  get  along  with.  Further 
clouding  the  picture,  of  course,  is  the 
natural  tendency  of  people  to  cover 
their  own  rear  ends. 

Time  for  a  Reality  Check 

So  how  do  you  get  a  clear  idea  of 
what's  going  wrong?  For  me,  the  best 
way  is  to  look  for  objective  feedback 
from  outsiders.  It's  key  that  such  peo- 
ple have  no  need  to  protect  themselves 
or  take  advantage  of  a  tough  situation. 

Once  you  know  where  the  problem 
lies,  the  primary  mle  of  dealing  with  it 
is  simple:  Be  there,  in  person  and  in 


action.  You  can't  retreat  to  the  rest 
room  during  the  halftime  of  a  game 
that's  going  badly.  You  have  to  show 
strength  of  character. 

Pointing  a  finger  at  one  person  or 
one  group,  even  if  they're  the  problem, 
may  have  a  destructive  effect.  Paul 
Brown,  the  great  coach  of  the  Cleve- 
land Browns,  used  to  address  difficult 
situations  by  telling  little  parables  that 
illustrated  problems  and  solutions 
without  making  it  "your  problem"  and 
"my  solution." 

The  downside  of  this  indirect 
approach  is  that  by  the  time  things  get 
dicey  most  people  will  know  who's  to 
blame,  and  they're  going  to  start  mut- 
tering that  you  should  just  name 
names.  There  are  ways  to  avoid  the 
corrosive  effects  blame  can  have  on 
already  tense  situations.  Coaching  the 
49ers,  I  would  say,  for  instance,  "When 
we  leave  this  room,  here's  what  some- 
one who  can't  cope  with  these  things 
might  say,  and  here's  what  I  think  your 
response  should  be."  The  result  was 
that  those  who  might  have  caused  a 
morale  problem  were  embarrassed  to 
go  public  with  their  complaints. 

Is  this  a  little  calculating?  Maybe, 
but  when  things  are  going  wrong,  the 
key  to  turning  a  situation  around  is  for 
the  manager  to  manage.  If  the  people  at 
fault  are  fundamentally  strong,  they'll 
respond  and  make  a  comeback. 

There's  no  easy  solution;  you  have 
to  separate  your  concern  for  the  group 
or  individual  from  your  assessment  of 
reality.  If  you're  distressed,  that  comes 
with  the  territory.  If  you're  losing 
sleep  over  the  situation,  that's  just 
what  you  ought  to  be  doing. 
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Introducing 

AI&T  INTUITY 
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Multi-media  voice  processi  ng  that's  ready 
for  the  future  of  your  business 


Imagine  your  communications  system 
with  bigger  brains,  more  memory, 
greater  flexibility  and  extraordinary 
room  to  grow. 

Imagination  is  now  reality  with 
AT&T  INTUITY™  Voice  Processing 
Solutions,  the  totally  new 
platform  for  voice  messaging, 
voice  response,  and  ultimately 
fax,  text,  and  video  messaging. 
Designed  by  AT&T  Bell  Labs,  AT&T 
INTUITY  Solutions  work  logically,  simply  and 
intuitively  to  enhance  your  communications  system. 

Today  AT&T  INTUITY  Solutions  can  really  expand 
your  business  capabilities.  AT&T  INTUITY  AUDK™  Voice 
Messaging  System,  for  example,  provides  courteous 
customer  service  24  hours  a  day  so  you  will  never  miss 
a  call.  And  the  AT&T  INTUITY  Intro"'  Voice  Response 


System  can  handle  routine  transactions, 
freeing  your  staff  to  help  customers  with 
more  demanding  problems. 

Tomorrow  AT&T  INTUITY  Solutions  will  keep 
your  business  competitive  with  innovative 
multi-media  applications  including  inte- 
gration of  fax,  video  and  text, 
voice  command,  same-time 
anguage  translation,  and  more. 
For  information,  call  1 800  325-7466, 
Ext.  173  today. 
AT&T  INTUITY  Solutions.  Imagine  what  they 
could  do  for  your  business. 


AT&T 
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Bionomic  View 


By  Michael  Rothschild 


Stagecoach  Days  on 
the  Infohighway 


M 


aybe  I'm  the  only  one.  But  every 
time  I  hear  that  now-ubiquitous  phrase 
"infonnation  superhighway,"  my  mind 
spins  off  in  search  of  meaningful 
images.  Diesel-belching  18-wheelers 
hauling  gigabyte  loads.  An  overturned 
CD-ROM,  its  cargo  of  video  images 
spilt  across  three  lanes  of  a  data  free- 
way. Burly  info  haulers  poppin'  pills  in 
the  middle  of  the  night  to  keep  on 
tmckin'  at  the  speed  of  light. 

Extrapolating  the  familiar  present  to 
imagine  a  radically  different  future  has 
never  worked.  What  predictive  power 
resided  in  phrases  like  iron  horse, 
horseless  carriage,  wireless  telegraphy 
or  picture  radio?  Did  they  offer  any 
hint  of  what  life  would  be  like  once 
the  innovation  took  hold?  By  their  very 
nature,  technological  revolutions  sever 
society's  links  to  its  immediate  past. 

Today,  phrases  like  information 
superhighway  and  500-channel  tv  blind 
us  to  the  most  potent  and  profitable 
aspects  of  the  dawning  Information 
Age.  Superhighways  and  television  are 
pivotal  to  today's  systems  of  mass  pro- 
duction and  mass  communication,  but 
they  have  nothing  in  common  with  the 
point-to-point,  individual-to-individual 
marketplace  that  will  sprout  up  around 
a  dense  webwork  of  fiber  optics  and 
computers. 

Instead  of  extrapolating  the  present, 
we  can  get  a  better  feel  for  what  lies 
ahead  by  examining  a  similar  shift  that 
began  in  the  17th  century.  Then  as 
now,  the  plummeting  cost  of  dissemi- 
nating information  created  new  mar- 
kets and  utterly  transfomicd  society. 

In  London  in  1649  a  fellow  named 
Henry  Walker  got  his  hands  on  an  idle 


Diesel-belching  18- 
wheelers  hauling 
gigabyte  loadsl 
Hardly.  We  can  get  a 
feel  for  what  really  lies 
ahead  by  examining  the 
shift  that  began  in  the 
1 7th  century,  when  the 
plummeting  cost  of 
disseminating 
information 
utterly  trans- 
formed society 


printing  press  and 
began  printing  up 
what  we'd  recognize  as 
a  weekly  newsletter.  To 
promote  his  registry  office, 
which  brought  buyers  and 
sellers  together,  Walker  ran  his 
own  ad  to  attract  business  from 
those  who  "have  household  stuff  to 
sell,  also  others  that  would  lay  jewels 
to  pawn,  gentlemen  that  want  servants 
and  servants  that  want  places.  For  any 
business  it  [costs]  but  fourpence  and 
doth  much  good  in  bringing  the  buyer 
and  seller  together." 

Market  =  Buyers  +  Sellers 

Every  market  depends  on  buyers 
and  sellers  being  aware  of  each  other. 


Before  Walker  and  his  competitors 
began  printing  these  "classified  ad" 
sheets — the  predecessors  of  modern 
newspapers — buyers  and  sellers  had  no 
easy  way  of  finding  each  other.  The 
Likelihood  of  a  mutually  profitable- 
exchange  was  limited  by  who  hap- 
pened to  bring  what  to  the  village  mar- 
ket on  a  given  day.  Sky-high  infonna- 
tion costs  choked  off  most  potential 
trades  before  they  began. 

Advances  in  printing  technology 
gradually  drove  costs  down  while  rais- 
ing page  counts  and  the  number  of 
copies  printed  of  each  issue.  In 
the  early  1800s  Koening 
cylinder  printing  and 
the  steam  press 
brought  printing 
speeds  up  to  1,000 
sheets  per  hour,  far 
exceeding  the  150- 
copies-per-hour  rate  of 
handpresses.  Later, 
the  railroads  and 
1 8,000-pages-per-hour 
rotary  presses  com- 
bined to  further 
broaden  newspaper 
distribution.  Markets 
for  labor  and  goods 
became  defined  by  a  newspaper's  circu- 
lation area  instead  of  the  boundaries  of 
a  village  square. 

Much  as  people  buy  today's  com- 
puter magazines,  people  bought  news- 
papers primarily  to  study  the  ads.  In 
America  the  editorial  content  of  news- 
papers remained  secondary  to  the 
advertising  right  up  until  the  Civil 
War,  when  harrowing  battlefield 
reports  transformed  newspapers  by 
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increasing  circulations  and  shoving  ads 
off  the  front  page. 

Illustrated  magazines  appeared 
around  the  turn  of  this  century  with 
advances  in  linotype  typesetting  and 
the  invention  of  halftone  technology. 
Almost  all  were  overstuffed  with  ads 
by  producers  trying  to  reach  a  nation- 
wide marketplace.  The  era  of  mass 
communication,  paid  for  by  mass 
advertising,  had  arrived. 

As  with  newspapers  and  magazines, 
the  success  of  radio  hinged  upon  its 
value  as  an  advertising  medium.  Not 
everyone  saw  it  that  way,  of  course. 
General  David  Sarnoff,  head  of  RCA, 
spoke  out  vigorously  against  the  com- 
mercialization of  radio.  And  in  1922 
secretary  of  commerce  Herbert  Hoover 
argued  that  it  was  "inconceivable.. .to 
allow  so  great  a  possibility  for  ser- 
vice...to  be  drowned  in  advertising 
chatter."  Needless  to  say,  the  technolo- 
gists and  government  officials  lost  out 
to  market  forces. 

Virtually  all  the  radio  shows  of  the 
1920s  and  1930s  were  controlled  by 
advertising  sponsors.  "Amos  'n' 
Andy,"  radio's  most  popular  show,  was 
brought  to  radio  by  Pepsodent's  ad 
agency.  To  an  extent  that  would 
embarrass  even  the  producers  of 
today's  toy-pushing  Saturday  morning 
cartoons,  radio  shows  existed  solely  to 
sell  products.  Sponsors  had  the  final 
word  on  everything  that  went  over  the 
air.  In  1933,  when  New  York's  Radio 
City  was  completed,  every  studio  had  a 
"sponsor's  booth." 

Magazine,  radio  and  television  adver- 
tising all  wield  enormous  influence  over 
mass  audiences,  but  none  of  them  can 
compete  with  newspapers  in  their  origi- 
nal market — classified  ads.  For  centuries 
newspapers  have  remained  unchal- 
lenged in  their  ability  to  create  local 
markets  in  jobs,  goods  and  services  by 
printing  want  ads  at  modest  rates.  To 
this  day  the  classifieds  represent  a  third 
of  all  newspaper  revenues. 

Despite  tv's  power,  you  can't  browse 
through  a  tv  broadcast.  Because  tv 
doesn't  allow  you  to  zero  in  on  a  piece 
of  information  when  you're  ready  to 
look,  it  simply  cannot  create  the  kind 
of  person-to-person  marketplace  that 
newspapers  made  possible  centuries 


ago.  All  that  is  about  to  change. 

Dirt-cheap  distribution  of  text  and 
video  from  any  point  on  the  network 
to  any  other  means  that  a  vast  new 
marketplace  will  open  up  for  smaller- 
scale,  intermittent  advertisers.  Just  as 
cheap  printing  presses  allowed  Henry 
Walker  and  his  colleagues  to  create  a 
"virtual"  bulletin  board  for  London, 
the  infoweb  will  allow  a  coming  gener- 

The  greatest  social 
value  of  Internet 
will  be  in  helping 
buyers  and  sellers  find 
each  other.  (But  the 
technoweenies  who 
helped  create  Internet 
fail  to  see  this.) 

ation  of  network  publishers  to  create  a 
marketplace  for  the  world. 

Ironically,  many  of  the  technowee- 
nies who  helped  create  the  Internet  fail 
to  see  that  its  greatest  social  value  will 
be  in  helping  buyers  and  sellers  find 
each  other.  Instead,  echoing  that  great 
visionary  Herbert  Hoover,  they  rail 
against  advertising,  fearing  crass  com- 
mercialization of  a  technology  too 
important  to  be  used  for  making 
money. 

More  savvy  observers  hke  Christo- 
pher Locke,  former  editor  of  Internet 
Business  Report  and  now  general  man- 
ager, Internet  group,  for  Mecklermedia 
Corp.,  Westport,  Conn.,  recognize  that 
"as  the  Internet  comes  to  depend  more 
on  business  involvement  and  less  on 
government  largess,  some  form  of  busi- 
ness advantage  is  critical  if  companies 
are  expected  to  put  money  into  devel- 
oping the  medium."  That  doesn't 
mean,  however,  that  mass  advertising 
will  find  its  way  into  the  on-line  world. 
"When  Prodigy  tried  putting  advertis- 
ing on  line,"  says  Locke,  "it  brought 
howls  of  protest  from  users  unwilling 
to  share  precious  screen  real  estate 


with  digitized  billboards." 

"The  rules  are  completely  different 
in  the  new  environment,"  claims  John 
Duhring  of  WAIS  Inc.,  an  Internet 
information  services  provider  based  in 
Menlo  Park,  Calif.  "We  don't  realize 
just  how  we've  organized  ourselves 
around  the  economics  of  print,  radio 
and  tv."  Until  now,  advertisers  have 
had  to  squeeze  value  from  tiny  bits  of 
space  or  airtime.  Duhring  contends 
that  "space  and  time  limitations  are 
meaningless  on  the  Internet.  Full  tech- 
nical infonnation,  not  just  grabby  pic- 
tures and  headlines,  can  be  included  in 
ads."  In  a  world  where  more  and  more 
products  are  pure  infonnation,  it'll  be 
hard  to  tell  where  the  advertising  ends 
and  the  product  begins. 

Duhring's  views  are  echoed  by  Tim 
O'Reilly,  whose  company  offers  anoth- 
er new  information  service  called  the 
Global  Network  Navigator.  O'Reilly 
says  that  unlike  the  "in  your  face" 
advertising  common  today,  ads  on  the 
infoweb  will  help  people  retrieve  the 
information  they  want,  entirely  under 
their  own  control.  "We're  working 
with  advertisers  to  create  resource  cen- 
ters consisting  of  useful  information 
about  their  products.  Readers  can  sim- 
ply browse  the  marketplace." 

Endless  On-Line  Want  Ads 

The  future  sounds  a  lot  more  hke  a 
video  version  of  your  newspaper's  clas- 
sified pages  than  a  500-channel  dose  of 
prime  time.  Instead  of  intrusive,  often 
obnoxious,  mass  advertising,  we'll  see 
an  endless  on-line  video  want-ad  sys- 
tem. Ads  purchased  by  everyone  from 
geotechnical  consultants  and  sellers  of 
aircraft  parts  to  buyers  of  Ming  dynasty 
artifacts  will  be  on  display  for  those 
who  want  to  survey  the  market. 

Despite  what  you  hear  today,  life  on 
the  infoweb  won't  be  like  driving  along 
an  infonnation  superhighway  or  sitting 
stupefied  before  500-channel  tv.  The 
future  beckons  with  a  vast  electronic 
bulletin  board.  The  advertising  it  car- 
ries will  do  for  individuals  and  small 
businesses  across  America  what  the 
first  newspapers  did  for  buyers  and  sell- 
ers scattered  across  London:  It  will  cre- 
ate a  market  that  brings  them  together 
and  makes  them  rich.  ® 
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Simply  The  Best. 

The  acclaimed  Tandy®  Personal  Digital  Assistant 

Travel  light  with  Radio  Shack's 


[i\  .1  fantastic  electronic 
notepad  (and  more!) 
(hal  will  eliminate  thou- 
sands ol  pieces  of  paper 
from  your  life. 


and  the  perfect  word 
with  the  huilt-in  dic- 
ionary  and  thesaurus 
. .  there's  even  a  spell 
checker  and  a  26- 
language  translator. 


There's  a  built-in 
electronic  address 
book  that  stores 
hundreds  of  your 
personal  entries. 


\s  Easy  as  Pen  and  Paper 

lust  jot  a  name,  scribble  a  phone 
lumber  or  draw  a  map — it's  that  easy, 
rhe  built-in  PalmPrint™  software  can 
jven  read  your  writing! 

fhe  Logic  Power  of  a  Computer 

rhe  GEOS®  system  software's  easy- 
:o- follow  icons. and  menus  make  our 
PDA's  power  easy  to  use.  The  PDA's 
smart,  powerful  programs  give  you 
;asy  ways  to  handle  life's  details. 

[he  Ability  to  Connect  to  the  World 

rhe  Tandy  PDA  links  to  your  PC,  and 
communicates  with  popular  Windows 
applications.*  By  adding  a  modem  you 
:an  communicate  worldwide! 

Radio  Shack  Demystifies  Technology! 

Radio  Shack  even  includes  a  helpful 
get-started  video  tape  to  get  you  up  ami 
running  last!  It  couldn't  be  easier! 


Includes  Pocket 
Quicken""  financial 
software,  plus  lois 
ol  other  great 
applications. 
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Palm  Organizer  soft- 
ware includes  a  note- 
book, scheduler  and 
address  book. 


Send  a  fax  back  to  tin 
office  of  notes  yoi 
made  on  the  pi. me. 

With  Motorola' 
HMBARC'SM  service 
our  PDA  bet  omes 
messaging  pager. 


Included  software 
lets  you  access 
America  Online" 
to  get  news,  stock 
quotes — you  can 
even  send  and 
receive  E-mail.* 


Optional  PC  software 
lets  you  transfer  data 
between  the  Tandy 
PDA  and  your  PC 
— even  from  popular 
programs  like  Lotus 
Organizer™. 


Only4.5"x7" 


Compare?  (It's  not  even  fair!) 

Tandy 
PDA 

Apple" 
Newton"" 

Integrated  Pocket  Quicken 
Income/Expense  Tracking 

YES! 

Sorry. 

Built  in  Dictionary,  Spell  Checker, 
Thesaurus  and  Language  Translator 

YES! 

Huh? 

Battery  Life  (Our  calculations  3^ 
trom  comparable  use  testing) 

Stores  Handwriting  as  Data 

YES! 

Limited. 

Fits  in  a  5"  Inside  Coat  Pocket 

YES' 

Get  a 
Biggei  Pocket 

America  Online 

(E-Mail,  Stock  Quotes,  News,  etc.)' 

YES! 

Nope 

EAASY  SABRE  M  Flight  Reservations'  YES!  Grounded 


Selected  as  one  of  The  Best  Products  of  1993  by  the  editors  of  PC  Magazine-January  1 1, 1994 


K  Requires  optional  equipment  (il-.OS  is  a  registered  Irademark  ol  ( icoWoiks 

CEOS  system  software  is  published  hy  GcoWorks  Palm  Computing, 
PalroPrini  and  Powcrlnfc  ore  trademarks  ol  Calm  Computing  PulmPrim  unci 

C.iluiOrtjani/ei  Die  published  hy  Calm  Computing.  America  Online  is  a 

registered  iratk-ni.uk  ol  America  Online,  Inc. 


Radio  /hack 


,  i  Qui*  kin  is  u  inidcmurk  ol  Iniuil,  Apple  is  11  registered  t 
winn  is  ,i  iradcmurk  ul  Apple  Computer,  Inc.  UilusOrgun 
larkofLoius  IK-«'li.|iiiu'iii  (  oip..i.iii..n  I  \\si  SAHKI 
..I  SABRI  rruvel  Inl'drmulion  Network  EMBARC  is  .1  si 

1^  Moloml.i  IlK 


tow  Do  Knowledge-Based 
Employees  Get  Their  Know-How? 


Just-In-Time 

With  Electronic 
Performance  Support. 


Comware  Electronic  Performance  Support  (EPS)  lets 
you  use  your  existing  computers  to  deliver  "just-in-time 
know-how"  to  your  employees  so  they  can  do  their  jobs 
more  productively.  Its  the  information  age  alternative  to  man- 
uals, training,  help  desks  and  other  traditional  support  tech- 
niques. With  a  Comware  EPS  system  your  employees  gain 
immediate,  individualized,  on-line  access  to  the  full  range 
of  information,  software,  guidance,  advice,  data,  images,  and 
tools  necessary  for  their  optimal  performance  of  important 
close-to-the-customer  tasks  at  the  very  time  they  are  per- 
forming their  jobs  on  your  proprietary  system. 

As  an  active  learning  tool,  Comware  EPS  puts  people 
to  work  faster  and  better  than  traditional  training.  You  can 
roll  out  a  new  system  faster  and  make  a  legacy  system 
smarter  because  you've  made  the  learning  phase  virtual. 
And  the  learning  curve  is  cleared  more  rapidly  because 
your  employees  learn  your  system  as  they  do  their  work. 
It  is  also  a  tool  of  empowerment.  Comware  EPS  places 
the  right  information,  know-how,  and  advice  with  your 


empowered  employees  and  managers  to  make  sure  the 
new  decisions  you're  asking  them  to  make  turn  out  to  be 
the  right  ones. 

Comware  Incorporated  is  the  pioneer  of  Electronic 
Performance  Support  systems.  In  the  customized  knowledge 
transfer  business  since  1980,  Comware  developed  the  very 
first  Electronic  Performance  Support  tool  for  AT&T  in  1988, 
and  is  today  the  leading  developer  of  these  innovative  systems. 
Even  if  the  roll-out  of  your  new  system  is  imminent  you 
should  take  the  time  to  learn  more  about  Comware  and  EPS. 
An  experienced  team  of  software  and  knowledge  engineers, 
and  interactive  media  specialists  is  immediately  available  to 
work  with  you,  your  line  management  and  your  consultants 
in  developing  an  EPS  solution  to  bnng  your  people  up  to 
speed  with  your  system-wide  objectives.  And  in  today's  any- 
time world,  being  up-to-speed  has  never  been  more 

critical  caii  mmniam^ 

513.791.4224  or  ■  WfS-; 

fax  513  791  2610      Electronic  Performance  Support 


Multimedia  at  Work 

By  Andy  Kessler 

Fiie  Your  Sales  Force 
Empower  Your  Customers 


I  hate  salespeople  of  all  kinds,  all 
types.  They  wear  too  much  cologne, 
talk  too  fast,  have  nothing  to  say  and 
are  always  trying  to  talk  me  into  some- 
thing I  don't  want.  I  prefer  to  gather  all 
the  information  I  need  to  make  my 
decision,  study  all  the  alternatives  and 
finally  (gulp)  call  the  salesperson  to 
facilitate  the  order.  Usually  this  means 
rummaging  through  brochures  and 
trading  phone  calls  with  product  or  ser- 
vice managers,  efforts  that  are  terribly 
unproductive. 

You  could  be  in  big  trouble  if  your 
customers  are  like  me.  Building  your 
future  in  a  global  economy  by  cutting 
costs  to  tick  up  productivity  is  only 
half  the  equation.  You'll  still  need  to 
ratchet  up  output — sell  more  products 
and  services.  One  way  to  do  this  is  to 
take  advantage  of  the  50  million  net- 
worked PCs  that  already  exist  on 
white-collar  desktops  and  achieve  both 
productivity  and  growth. 

Too  good  to  be  true?  Not  really.  Just 
figure  out  what  your  company  really 
sells  and  then  harness  the  interactivity 
and  interconnectivity  inside  your  enter- 
prise to  facilitate  sales  outside  your 
enterprise — especially  if  you  destroy 
your  existing  sales  channels.  The  con- 
cept is  simple:  Fire  your  sales  force,  and 
empower  your  customer. 

From  CD-ROMs  to  Servers 

If  getting  rid  of  your  sales  force  is 
not  yet  palatable,  get  rid  of  your  reps, 
agents  and  distributors.  You  don't  need 
them.  Don't  empower  your  salespeo- 
ple; empower  your  customers  by  mak- 
ing them  your  sales  force.  How?  By 


Whiz-hangl  No — 
just  creating  a 
direct  channel  at 
a  cost  per  sale  that  will 
be  much  lower. 


bringing  your  customers  under  your 
corporate  umbrella  and  by  eliminating 
that  stupid  telephone  as  the  only  link 
to  your  customers. 

Why  not  produce  a  CD-ROM  pre- 
sentation of  your  products  and  services 
that  includes  lots  of  video  infomercials. 
Send  a  copy  to  every  potential  cus- 
tomer. Don't  forget  to  include  an  order 
form  to  tap  impulse  purchases  (televi- 
sion can't  do  that).  The  code  on  the 
CD-ROM  looks  for  a  modem  on  the 
PC  to  dial  out  to  your  data  center  to 
automatically  enter  the  order. 

That's  a  good  first  cut,  but  all  you 
really  would  be  doing  is  sending  out  an 
electronic  catalog.  The  next  step  is  to 
apply  what  you  have  learned  setting  up 
your  internal  networks  and  client/serv- 
er applications,  along  with  the  great 
access  to  information  you  have  in 
using  SQL  servers  and  relational  data- 
bases. Drop  the  idea  of  your  internal 
white-collar  workers'  desktops  as  the 
clients,  and  substitute  your  actual  cus- 
tomers as  the  clients. 

For  important  customers,  try  this: 
Offer  to  install  for  free  in  their  location 
a  video  server  connected  to  their  exist- 
ing internal  network  (the  one  they  just 
spent  millions  on  to  enable  printing 
and  E-mail  and  that  someone  in  MIS 


still  has  to  justify).  Novell  or  a  startup 
like  Starlight  Networks  will  sell  you 
the  software,  which  will  run  on  an 
inexpensive  PC  server.  You  can  then 
drop  in  an  outside  line  to  connect  to 
your  own  internal  network.  A  year 
later  the  total  cost  per  site  will  be  less 
than  $20,000,  a  fraction  of  the  cost  of  a 
good  salesperson,  rep,  agent  or  distribu- 
tor. You  are  now  a  virtual  corporation, 
accessing  and  communicating  directly 
with  decisionmakers  and  allowing 
them  instant  access  to  you. 

You  can  get  around  customers' 
reluctance  to  adopt  this  setup  by  allow- 
ing them  to  use  the  video  server  for 
their  own  purposes:  to  send  video  mail 
to  each  other,  say,  or  to  provide  a  mes- 
sage every  morning  from  the  boss  to 
the  workers.  The  weenies  in  the  IS 
department  were  trying  to  justify  those 
services  anyway.  So  on  your  dime 
they'll  do  most  anything — as  long  as 
they  let  you  keep  your  company's  prod- 
uct or  service  messages  on  the  server. 
Your  messages  can  be  called  up  by 
clicking  an  icon  of  your  company  logo 
on  your  customers'  desktop  screens.  In 
one  fell  swoop  you  combine  marketing, 
sales  and  order  entry. 

This  sounds  like  whiz-bang  technol- 
ogy. But  it's  nothing  more  than  creat- 
ing a  direct  sales  channel  at  a  cost  per 
sale  that  will  be  much  lower  than  that 
of  your  existing  sales  channel.  You 
won't  give  up  valuable  margin  points 
to  a  middleman,  your  outside  reps  or 
your  commission-hungry  sales  force. 

What  about  the  real  economics  of 
business  multimedia?  More  on  that 
later. 
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agine  a  UNIX  that  can  put  you  on  t 
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You've  waited  a  long  time  for  UNIX" 


THEIR  UNIX. 


computing  to  live  up  to  its  potential.  But  the 

wait  is  over.  Digital's  DEC  OSF/1™  operating 

system  is  available  now.  The  people  at  Digital 

created  a  UNIX  so  open  and  unified,  it 

supports  all  standard  UNIX  interfaces  and  can 

run  applications  designed  for  System  V,  BSD," 

and  other  versions  of  the  UNIX  operating 

system.  And  it's  available  on  the  entire 

family  of  Alpha  AXP™  systems,  giving  you 

superior  productivity  and  saving  you  money. 

DEC  OSF/1.  Now  UNIX  computing  can  take 

your  business  where  it's  never  been  before. 

That's  what  imagination  is  all  about. 

To  find  out  more  about  how  Digital's  unified 

approach  to  UNIX  can  help  your  business, 

call  1-800-DIGITAL.  Or  to  get  information  by 

FAX,  call  1-800-842-7027  in  the  U.S.  or  Canada. 
PUTTING  IMAGINATION  TO  WORK 


i  is  a  trademark <rt  the  Open  Software  Foundation  8£0  is  a  irarlei^ar^  o 


Modernizing 
the  Manual 


sea  of  mostly  young 
men  sporting  brightly 
colored  jackets — mus- 
tard and  ruby  are  the 
dominant  hues,  but 
emerald  and  even 
madras  are  in  evidence — jostle  and  yelp 
to  one  another  from  the  tiers  into 
which  they  are  tightly  packed.  Then 
the  numbers  flicker  on  the  electronic 
board  overhead. 
The  crowd  gasps 
collectively  and 
seems  momen- 
tarily transfixed. 
Suddenly  every- 
one is  shouting 
and  gesticulat- 
ing wildly  at 
one  another,  as  if  in  anger 
or  desperation.  Some  of 
the  men  push  their  now- 
reddening  faces  inches 
away  from  what  appear  to 
be  antagonists,  spraying 
them  with  spittle  and 
looking  as  if  they  are  get- 
ting ready  to  jab  fingers 
into  their  eyes  or  nostrils. 

It  could  pass  for  a  boozy  riot  at  a 
hotly  contested  British  soccer  match. 
It's  actually  one  of  capitalism's  most 
effective  operations.  The  setting  is  the 
Chicago  Mercantile  Exchange,  where 
the  plunge  into  hysteria  is  nothing 
unusual.  This  particular  melee  was 
inspired  by  a  modest  drop  in  Japanese 
interest  rates  that  left  hundreds  of 
traders  desperate  to  change  their  posi- 
tions. In  the  first  three  seconds  of  the 
frenzy,  more  than  $1  billion  worth  of 
yen  contracts  shifted  hands. 

A  visit  to  the  Merc's  trading  floor 
can  be  a  viscerally  disturbing  experi- 
ence for  the  uninitiated.  Indeed,  it  may 
seem  an  unrefined  conduit  for  the 
transactions  required  to  hedge  risk  in 
and  stabilize  major  markets,  not  to 
mention  entire  economies.  But  appear- 
ances are  deceiving.  The  Merc  is  an 
exceedingly  high-tech  enterprise,  even 
if  at  its  core  lies  the  same  negotiating 
process  that  characterized  Persian 
bazaars  2,000  years  ago.  "We  don't  con- 
sider being  a  technology  leader  an 
option  for  us,"  says  William  Brodsky, 
the  Merc's  soft-spoken  president  and 


Freedman 


CEO.  "We  see  it  as  a  necessity." 

Corn  to  Stock  Index  Futures 

As  would  be  expected  of  a  com- 
modities exchange,  the  Merc  is  a  trad- 
ing post  for  agricultural  "futures." 
Futures  are  contracts  that  require  their 
holders  to  buy  certain  quantities  of 
such  items  as  soybeans  or  cocoa  at  a 


Poor's  500.  It  also  added  options,  which 
are  a  bit  like  futures  without  the  obli- 
gation to  buy.  To  say  that  this  broaden- 
ing of  focus  fueled  heavy  growth  for 
the  Merc  would  be  a  sorry  understate- 
ment. In  1972  4.7  million  contracts 
changed  hands;  in  1992  9.9  million 
contracts  were  traded — in  the  19  busi- 
ness days  of  February  alone.  Last 


Merc 


Strangely  enough, 
the  Chicago 
Mercantile  Exchange 
is  one  of  capitahsm's 
most  effective  opera- 
tions. The  challenge  is  to  enlist  technology  not  to 
replace  the  primitive  trading-floor  antics  hut  to 
improve  their  speed  and  efficiency.  It  is  a  challenge 
Merc  executives  have  taken  up  with  enthusiasm. 


future  time  for  a  fixed  price.  Thus, 
futures  insulate  commodities  buyers 
and  sellers  against  unexpected  price 
leaps  and  drops,  respectively,  and  pro- 
vide speculators  with  a  chance  to  make 
or  lose  fortunes  in  a  fairly  straightfor- 
ward fashion. 

In  the  early  1970s  the  Merc  got  into 
financial  futures,  which  provide  the 
same  risk-hedging  and  speculative 
functions  in  currencies,  interest  rates 
and  stock  indexes  like  the  Standard  & 


March  5,  1.3  million  contracts  were 
swapped,  the  most  ever  traded  at  any 
exchange  in  the  world.  About  95  per- 
cent of  the  trading  volume  now  is  for 
financial  futures  and  options. 

Although  the  Merc  nominally  com- 
petes with  the  Chicago  Board  of  Trade 
and  other  commodities  exchanges,  it 
fairly  dominates  the  financial  futures 
industry.  For  example,  about  95  percent 
of  all  stock  index  futures  are  traded 
there.  The  CBOT  does  better  with 
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options,  but  neither  it  nor  any  other 
exchange  can  touch  the  Merc's  $100 
trillion  of  annual  trades  in  1993.  By 
comparison,  New  York  Stock  Exchange 
trades  comprise  about  $2  trillion  a  year. 
"We  haven't  really  had  head-to-head 
competition  in  about  10  years,"  says 
Brodsky. 

Most  of  the  Merc's  contracts  are 


their  vocal  cords  and  suffer  black  eyes 
and  even  broken  bones  in  the  process. 
(If  you're  eager  to  give  it  a  try,  about 
$650,000  should  buy  you  a  seat.) 

Open  Outcry  Here  to  Stay 

Where  does  technology  fit  into  this 
picture?  For  one  thing,  not  all  Merc 
trades  occur  on  the  trading  floor.  In 


FOLLOW  THE  LITTER  The  challenge  for  exchange  president  and  CEO  William  Brodsky:  Don't 
mess  with  the  chaos  of  the  pits,  but  build  information  systems  that  understand  it. 


traded  via  open  outcry  auction,  which 
sticks  buyers  and  sellers  in  the  tiered 
depressions  in  the  trading  floor  known 
is  pits.  Each  pit  is  dedicated  to  a  differ- 
ent type  of  commodity  or  financial 
instrument.  Traders  in  the  pits  scream 
and  wave  their  willingness  to  buy  or 
sell  contracts  at  the  sought-after  prices, 
rhe  pressure  to  outshout  and  outges- 
ture  competitors  is  extremely  intense, 
tt  is  not  uncommon  for  these  generally 
robust,  young  male  traders  to  damage 


1992,  following  five  years  of  develop- 
ment, the  Merc,  the  CBOT  and 
Reuters  jointly  launched  Globex.  This 
computerized  trading  system  allows 
members  of  the  two  exchanges  to  buy 
and  sell  contracts  from  anywhere  in 
the  world  when  the  trading  floor  is 
closed  at  night.  "There  was  a  growing 
demand  for  24-hour  access  to  our  prod- 
ucts," explains  Don  Cerpico,  senior 
vice-president  of  operations.  "And  let's 
face  it,  you  can't  operate  the  pits  24 


hours  a  day."  Brodsky  recalls  how 
Globex  last  year  handled  $150  million 
worth  of  S&P  500  futures  and  options 
on  a  Sunday  night  when  reports  of 
unrest  in  the  former  Soviet  Union 
reached  U.S.  television.  "It  was  the 
first  time  investors  were  able  to  hedge 
themselves  against  a  drop  in  the  stock 
market  during  the  weekend,"  he  notes. 
(See  sidebar,  page  36.) 

Globex  works  so  well,  in  fact,  that 
one  might  expect  it  to  gradually  render 
obsolete  the  shoving  matches  in  the 
pits.  But  Merc  executives  bristle  at  that 
notion.  "We  are  not,  I  repeat,  not  plan- 
ning to  replace  open  outcry  with 
Globex  or  any  electronic  system," 
warns  vice-president  and  chief  informa- 
tion officer  Michael  Kelly.  The  reason, 
he  says,  is  that  Globex  trades  occur 
when  a  buyer  agrees  to  bump  her  bid 
up  to  the  lowest  asked  price,  or  a  seller 
agrees  to  drop  to  the  highest  bid  price. 
By  contrast,  in  the  pit  buyers  and  sell- 
ers can  cajole  one  another  to  meet  in 
the  middle,  typically  gairiing  one  of  the 
sides  a  one-sixteenth-point  advantage 
over  the  price  that  would  have  been 
struck  over  Globex.  In  addition,  pit 
traders  can  convince  themselves  that 
their  vocal  or  hand-waving  techniques 
earn  them  an  edge  over  competitors 
with  identical  bids.  "The  fact  is,  open 
outcry  works,  and  our  customers  want 
to  preserve  it,"  says  Kelly. 

Thus,  Kelly's  challenge  is  to  enlist 
technology  not  to  replace  the  primitive 
trading-floor  antics  but  to  improve 
their  efficiency  by  making  the  trading 
process  faster,  better  informed  and 
more  accurate.  It  is  a  challenge  Merc 
executives  have  taken  up  with  enthusi- 
asm. Over  the  past  decade  the  Merc 
has  spent  between  15  and  20  percent  a 
year  of  its  operating  budget — recently 
some  $20  million  to  $25  million — on 
information  technology.  That's  three  to 
four  times  as  much  as  the  average 
financial  institution.  Ten  percent  of  the 
exchange's  total  resources  are  commit- 
ted to  new  systems  development  alone. 

The  reason,  says  Brodsky,  is  that  the 
Merc's  highly  sophisticated  large  cus- 
tomers, such  as  mutual  and  pension 
funds,  would  dump  the  Merc  for  com- 
petitors in  a  second  if  the  exchange 
couldn't  offer  the  most  efficient,  most 
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A  -■ ..  E  H  N  Merc 

reliable  and,  especially,  least  expensive 
way  to  hedge  their  investments.  One 
measure  of  the  Merc's  edge:  The  cost  of 
trading  a  stock  index  future  on  the 
Merc  is  about  one-tenth  that  of  trading 
the  stocks  themselves  on  the  NYSE. 

Fault  Tolerant,  and  Then  Some 

The  Merc's  physical  facilities, 
housed  since  the  mid-1980s  in  a 
gleaming,  40-story,  twin-tower  build- 
ing in  downtown  Chicago,  are  some- 
thing of  a  high-tech  wonder  them- 
selves. The  exchange  keeps  two  banks 
of  IBM  and  Tandem  computer  sys- 
tems, one  bank  in  each  of  the  build- 
ing's towers.  The  second  set  can  flaw- 
lessly take  control  of  all  the  exchange's 
trading-floor-related  computing  within 
15  minutes — an  exercise  the  Merc 
practices  once  a  quarter,  though  it  has 
yet  to  experience  a  minute  of  down- 
time since  the  systems  were  installed 
about  six  years  ago.  The  exchange's 
phone  lines  come  from  two  different 
telephone  company  switching  stations, 
supplemented  by  a  direct  fiber-optic 
link  to  MCI.  And  the  Merc's  power  is 
provided  by  two  separate  substations. 
All  of  this  duplication  helps  ensure  the 
Merc's  ability  to  continue  operating 
through  just  about  any  disaster  short 
of  a  direct  nuclear  hit. 

The  Merc  had  barely  finished  spend- 
ing $57  million  to  install  itself  in  its 
new  home  when  it  decided  in  the  late 
1980s  that  it  wanted  a  second  trading 
floor.  The  new  30,000-square-foot  floor, 
built  at  a  cost  of  $27  million  and 
opened  in  July  1993,  defines  the  state 
of  the  art.  An  entire  floor  is  set  aside 
underneath  the  cavernous  new  trading 
hall  just  to  provide  easy  access  to 
phone  and  computer  cabling.  Above  is 
a  massive  bank  of  overhead,  three-color 
electronic  wall  boards  that  cost  more 
than  $5  million.  The  boards  display  so 
much  information  that  virtually  every- 
one on  the  floor  can  follow  the  action 
on  almost  every  product. 

That  ability  carries  an  important 
bonus.  Unlike  other  exchanges,  the 
Merc  hasn't  had  to  provide  banks  of 
monitors  to  supplem-  nt  the  boards. 
Instead,  each  pit  has  lear  line  of 
sight  to  the  500  or  so  on  ^unica- 
tions  booths"  ringing  the  tra<  floor. 


Through  these  booths,  customer  orders 
are  relayed  via  some  2,700  phones. 
Even  the  exchange's  clock  is  technolog- 
ically out  front.  Irked  by  the  occasional 
small  errors  that  creep  into  Illinois 
Bell's  timekeeping  service,  the  Merc 
now  patches  directly  into  the  National 
Institute  of  Standards  and  Technology's 
clock  in  Colorado.  "Every  time  our 
clock  disagreed  with  CBOT's,  we 
turned  out  to  be  right,"  brags  Kelly. 
"Finally,  they  called  us  up  and  asked, 
'How  are  you  guys  doing  that?'" 

Wireless  Pit  Traders?  Maybe 

Automating  the  action  on  the  floor 
is  a  more  subtle  challenge,  given  the 
desire  to  preserve  open  outcry.  But  the 
Merc  is  biting  off  pieces  of  the  task. 
Consider  the  process  of  converting 
orders  to  trades.  Customer  orders  come 
into  the  communications  booths  and 
then  must  be  relayed  from  a  clerk  in 
the  booth  to  a  trader  in  one  of  the  pits. 
To  do  that,  the  clerk  flashes  hand  sig- 
nals to  a  trader  at  the  edge  of  the  pit, 
and  that  trader  in  turn  relays  the  infor- 
mation via  shouts,  hand  signals  or 
written  notes  to  the  traders  farther  into 


GUTS  AND  GLORY  Under  the  trading 
floor,  senior  operations  VP  Don  Cerpico  plugs 
into  Globex,  a  system  that  allows  trades  even 
when  the  Merc  is  closed. 

the  pit,  where  the  actual  trading  takes 
place.  Traders  must  keep  track  of 
which  customers  want  to  trade  how 
many  of  which  types  of  contracts  at 
what  prices. 

To  make  that  process  more  effi- 
cient, the  Merc  is  experimenting  with 
providing  brokers  with  IBM  flat-screen, 
pen-based  computers  (a  model  not  yet 
available  to  the  public).  The  exchange 
is  also  testing  wireless  handheld  com- 
puters for  its  traders.  The  pen-based 
computers  have  receivers  that  can 
accept  orders  from  the  booth  clerks, 
then  organize  the  orders  to  let  the  bro- 
ker know  how  much  to  buy  or  sell  of 
each  instrument  at  any  given  price. 
Unfortunately,  crowding  in  the  pits — 
the  Merc  occasionally  has  to  dispatch 
guards  to  break  up  shoving  matches 
over  prime  territory — prohibits  giving 
everyone  a  computer.  "It's  a  dilemma 
for  us,"  says  Kelly.  "We  might  end  up 
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WE  DO  A  LOT  OF 
THINGS  TO 
COMPUTER 
SYSTEMS. 

WE  FINANCE  THEM.  WE  LEASE  THEM. 
WE  UPGRADE  THEM.  WE  CONFIGURE 
THEM.  WE  CUSTOMIZE  THEM.  WE 
ASSET  TAG  THEM.  WE  PACKAGE 
THEM.  WE  STORE  THEM.  WE  DELIVER 
THEM.  WE  PROTECT  THEM.  WE 
INSTALL  THEM.  WE  NETWORK 
THEM.  WE  INTEGRATE  THEM.  WE 
SUPPORT  THEM.  WE  SERVICE  THEM. 
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using  them  in  the  pits  for  new  prod- 
ucts, because  those  pits  tend  to  be  less 
crowded,  and  it  might  be  a  good  way 
of  building  up  the  market  for  these 
products."  The  Merc  has  also  consid- 
ered giving  the  computers  to  the 
minority  of  traders  who  specialize  in 
smaller  orders. 

An  inevitable  consequence  of  open 
outcry  is  mistakes.  In  fact,  six  percent 
of  all  trades  fail  to  match — that  is, 


aren't  recorded  in  the  same  way  by  all 
parties — at  the  end  of  the  trading  day. 
To  catch  outtrades,  the  Merc's  comput- 
ers continuously  pore  over  each  trading 
firm's  records  to  find  mismatches  in 
price,  volume  and  the  name  of  the  firm 
that's  carrying  the  trade.  About  two- 
thirds  of  the' outtrades  are  straightened 
out  by  9  the  same  evening,  and  all  but 
one  percent  or  so  are  fixed  by  next 
day's  opening. 
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Then  there's  the  process  of  settling 
up  between  winners  and  losers.  This 
requires  figuring  out  the  net  results  of  a 
period  of  trading  and  then  ordering  the 
appropriate  transfer  of  money  between 
banks.  The  NYSE  recently  shortened 
the  term  over  which  it  performs  this 
service  from  five  days  to  three  days;  the 
Merc's  computers  do  it  twice  a  day. 
The  settlement  system  even  hummed 
through  the  crash  of  1987,  when  vol- 
ume jumped  from  an  average  of  $300 
million  to  $2.3  bilhon  in  a  single  day. 

Rebuilding  from  Scratch — Again 

Despite  the  fact  that  its  systems  are 
generally  more  comprehensive,  more 
functional  and  faster  than  those  of 
other  exchanges,  Merc  executives  have 
already  started  rebuilding  them  from 
scratch.  The  issue,  they  say,  is  flexibili- 
ty. "New  financial  products  emerge  all 
the  time,  and  they're  getting  more  and 
more  exotic,"  says  Cerpico.  "We  want 
our  systems  to  be  able  to  adapt  to  them 
as  quickly  as  possible." 

Not  that  things  move  all  that  slow- 
ly now.  The  exchange's  information 
technology  development  lab  currently 
uses  rapid  prototyping  techniques  to 
throw  together  additions  to  existing 
systems  in  three  or  four  months.  Work- 
ers then  debug  the  prototypes  in  mock 
trading  sessions  that  include  simula- 
tions of  the  Merc's  peak  trading  rates, 
which  routinely  go  as  high  as  20  times 
the  average  rates.  "Everything  here  has 
to  be  bulletproof,"  explains  Cerpico. 
And  flexible.  Using  Texas  Instruments 
computer-aided  software  design  tools, 
future  systems  are  being  designed  to  be 
modified  in  weeks  or  even  days.  In 
addition,  they  will  be  easily  portable  to 
lower-cost  Unix  platforms. 

In  the  future,  says  Brodsky,  if  it 
takes  more  than  a  month  or  so  to  get  a 
new  product  into  the  pits,  it  will  be 
because  of  the  government  approval 
process,  not  slow  systems  develop- 
ment. "The  more  quickly  we  can 
respond  to  market  forces  through  tech- 
nology, the  more  government  regula- 
tion becomes  a  burden,"  he  grumbles. 

On  the  other  hand,  better  automa- 
tion would  probably  help  keep  at  least 
one  federal  agency  off  its  back.  Has 
OSHA  checked  out  those  pits?  »SAP 


Trials  and  Tribulations  of  an 
All-Electronic  Exchange 

Trading  futures  via  computer  rather  than  through  a  series  of  shouted  communi- 
cations across  a  crowded  trading  floor  seems  like  an  idea  whose  time  should 
have  come  long  ago.  But  Globex,  the  electronic  trading  system  co-owned  by 
the  Chicago  Mercantile  Exchange,  has  had  a  rocky  history  and  faces  a  cloudy 
future.  Its  saga  highlights  the  ways  unproven  technology,  change-averse  cus- 
tomers and  wary  partners  can  hobble  even  the  best  ideas. 

Back  in  the  mid-1 980s,  then  Merc  chairman  Leo  Melamed  became  convinced 
that  computerized  trading  would  make  trading  floors  obsolete  within  a  decade. 
Other  Merc  executives  weren't  quite  so  sure.  But  they  did  believe  that,  at  mini- 
mum, an  electronic  exchange  could  provide  a  profitable  supplement  to  trading 
floor  activities. 

Pressure  to  introduce  round-the-clock  access  mounted  as  a  growing  number 
of  foreign  exchanges  sprung  up  to  offer  trading  during  the  Merc's  off-hours. 
Even  worse,  the  German  and  Swiss  exchanges  had  already  begun  work  on 
electronic  exchanges,  and  the  New  York  Mercantile  Exchange  was  looking  into 
similar  plans.  Moreover,  Merc  executives  realized  that  an  electronic  exchange 
could  carry  the  same  charge  per  trade  without  the  overhead  of  a  trading  floor. 

The  Merc  teamed  up  with  Reuters  to  develop  the  Globex  system.  To  broaden 
the  planned  system's  acceptance,  the  Merc  convinced  the  Chicago  Board  of 
Trade,  often  perceived  to  be  the  Merc's  bitter  rival,  to  abandon  its  own  electronic 
trading  plans  and  become  a  partner  in  Globex.  Announced  in  1987,  the  Globex 
project  was  expected  to  cost  from  $50  million  to  $75  million  and  debut  in  mid- 
1989. 

But  it  was  five  years  and  nearly  $100  million  later  before  Globex  began 
accepting  trades.  Among  reported  problems  with  prototypes:  The  software  was 
too  complex  to  easily  debug,  and  early  versions  ran  too  slowly.  Partly  as  a 
result,  the  Merc  and  CBOT  wavered  in  their  commitment.  The  Merc  at  one  point 
started  working  on  an  alternative  system  based  on  Sun  Microsystems  worksta- 
tions (Globex  runs  on  Digital  Equipment  Corp.  VAXes),  and  CBOT  is  continuing 
development  of  a  rival  system. 

Since  its  1992  debut,  Globex  has  worked  well,  effortlessly  handling  some 
29,000  contract  trades  a  day.  However,  that's  little  more  than  half  the  volume  its 
designers  had  expected  by  this  time.  And  it  is  not  enough  to  turn  a  profit. 
Reuters  is  thought  to  be  considering  backing  out  of  the  partnership,  which 
would  probably  close  Globex  down.  To  avoid  that,  the  Merc  is  proposing  that 
Globex  attract  more  foreign  exchange  business  by  offering  these  exchanges  a 
say  in  how  Gfcbex  >.s  run. 

obex  has         nitrated  the  potential  benefits  of  an  all- 
Mew  the  IV  ping  Globex  won't  soon  be  offering 
:  to  ■lo  the  same 
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We  don't  know  where 
innovative  technology  will  end. 

But  we  do  know 
where  the  center  is. 


Now  that  the  Cold  War  is  over,  what 
do  we  do  with  oiir  Star  Wars  technology? 
Does  any  of  it  have  commercial 
application?  Can  we  use  it  to  create 
21st  century  products  that  companies 
like  yours  can  sell? 

The  answers  are  now  being  explored 
at  George  Mason  University  under 
the  auspices  of  the  Virginia  Center  for 
Innovative  Technology.  Both  of  w  hich 


are  located  in  Fairfax  County. 

The  CIT  has  a  remarkable  record  of 
using  university  research  to  develop 
new  products  and  services.  More  than 
550  Virginia  businesses  have  benefited 
so  far.  Yours  could  be  next 

For  more  information,  simply  call  or 
clip  the  coupon. 

For  more  innovation,  move  your 
business  to  Fairfax  County. 


Please  send  me  more  information  on  locating  m  y 
business  in  Fairfax  County. 


Name  

Title  

Company 
(ddress  _ 

City  

/.in 


State 


rimnc 


Fairfax  <  ouray Economic  I  development  iuthoruy 
Slim  limine  Boulevard,  Suite  (SO,  I  lemm,  I  irginia  22IX. 
Telephone  703-790  0600,  h'n.i  701  XVI  1269  m 
I  1 


Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 


By  Andrew  Feinberg 


Revenge  of  the  lock 

For  health  newsletter  publisher  Rod  Friedman,  fitting 
work  into  a  balanced  life  is  all  a  matter  of  playing  the 
information  game. 


If  you're  meeting  with  Rod  Friedman, 
don't  spend  a  lot  of  time  choosing  a  tie. 

On  a  typical  day  in  his  airy  Soho 
office,  Friedman,  the  owner  of  Rebus 
Inc.,  the  $30  million  publisher  of  the 
UC  Berkeley  Wellness  Letter,  the 
Johns  Hopkins  Medical  Letter,  and 
books  on  health  and  cooking,  wears 
the  following:  blue  and  purple  gym 
shorts,  a  white  sweatshirt,  a  black 
Nike  vest,  black  sneakers  and  white 
socks.  If  that's  how  you're  dressed, 
why  bother  to  shave?  Not  to  worry, 
Friedman  hasn't.  His  office  looks  ";ke  a 
high-tech  rec  room,  with  a  hybrk  ke, 


roller-blade  skates,  a  wall  of  sports  tro- 
phies (baseball,  football,  basketball  and 
paddle  tennis)  and  a  large  box  with 
four  Softball  bats,  a  baseball  glove  and 
other  essential  office  equipment. 

On  the  days  when  he's  in  Manhat- 
tan, Friedman,  a  tall  and  very  trim  46, 
"commutes"  to  work  from  his  Soho 
loft  on  roller-blades.  He  even  skates  or 
bikes  to  business  meetings. 

Despite  his  decidedly  offbeat  style, 
Rod  Friedman  is  no  flake.  His  eccen- 
tricities are  all  of  a  piece,  and  he  has 
very  carefully  organized  his  work  life 
to  suit  his  personal  needs  and  those  of 


his  family.  He  spends  a  good  part  of 
his  working  year  away  from  the  office 
at  an  upstate  New  York  home.  Spend- 
ing months  away  from  the  office 
makes  perfect  sense  to  Friedman.  He's 
astonished  that  more  people  don't  do 
the  same. 

"The  birth  of  my  first  daughter  11 
years  ago  changed  my  thinking,"  he 
says.  "That's  when  I  went  from  being 
totally  focused  on  business  to  trying 
to  find  a  healthier  balance." 

The  solution:  to  be  in  New  York 
City  during  his  kids'  school  year  (he's 
since  had  another  daughter,  now 
seven)  but  decamp  to  rural  Carmel,  62 
miles  northwest,  whenever  school  is 
not  in  session.  Mind  you,  this  decision 
was  not  reached  by  someone  whose 
company  had  reached  stable  profitabil- 
ity. Friedman  started  Rebus  in  1983 
with  a  personal  investment  of  a  white 
1960  Cadillac  valued  at  about  $200. 
He  has  no  equity  partners  in  Rebus 
and  has  not  put  any  of  his  money  in 
the  business  since  that  time. 

In  1984  Friedman  teamed  with  the 
University  of  California  at  Berkeley  to 
publish  the  newsletter  that  today 
counts  750,000  subscribers.  For  the 
first  few  years,  however,  annual  rev- 
enues at  Rebus  were  in  the  low  six 
figures.  If  his  move  to  Carmel  had  tor- 
pedoed the  business,  Friedman  would 
have  had  very  little  to  fall  back  on. 
Although  he  owns  the  Carmel  house 
and  the  apartment  in  New  York, 
Friedman  has  no  investment  portfolio. 
He  takes  out  money  to  five  but  puts 
the  rest  of  the  Rebus  earnings  right 
back  into  the  business. 

Yet  Friedman  doesn't  think  his 
decision  to  spend  so  much  time  away 
from  a  fledgling  company  was  espe- 
cially gutsy.  "When  I  first  decided  to 
do  this,  I  simply  decided  that  it  was 
going  to  work.  So  many  people  don't 
see  all  the  possibilities  they  have. 
They  forget  they  almost  always  have 
choices." 

Risky  or  not,  Friedman's  gamble 
has  paid  off.  Since  1987,  the  year  he 
began  breaking  away  from  the  city 
office,  revenues  at  Rebus  have  approx- 
imately tripled.  The  company 
employs  40  staffers,  most  of  whom 


Forbes  ASAP 


SMALL  BUSINESS 


work  at  the  Manhattan  office.  Fried- 
man considers  his  trust  in  his  employ- 
ees to  be  one  of  the  secrets  of  the  com- 
pany's success.  "I  have  a  great  deal  of 
faith  in  people,  and  if  they  say  they'll 
perform,  I  assume  they  will,  and  I 
don't  worry  about  it." 

DUODOCKING  AT  CAMP  DEER  DROP 

When  they  planned  their  partial 
escape,  Friedman  and  his  law  professor 
wife  Janet  bought  and  remodeled  a 
2,500-square-foot,  seagull-gray,  shingle- 
roofed  cabin  in  the  woods,  part  of  the 
Gipsy  Trail  Club,  an  85-home  commu- 
nity founded  in  the  1920s  as  a  back-to- 
nature  retreat.  Though  just  an  hour- 
and-a-half  from  the  city,  no  one  could 
mistake  the  rustic  outpost  for  subur- 
bia. "Watch  out  for  the  deer  shit," 
Friedman  tells  a  visitor  about  to  make 
his  first  foray  into  the  backyard. 

The  "backyard,"  from  which  no 
other  house  can  be  glimpsed,  is  actual- 
ly thousands  of  acres  of  state  forest, 
hiking  trails  and  trout  streams.  When 
he  works  at  the  cabin,  Friedman  usual- 
ly sits  on  the  patio,  surrounded  by  bird 
feeders  and  hemlock  trees,  or  at  a  desk 
in  the  bedroom  (he's  now  building  a 
1,000-square-foot  addition,  which  will 
include  a  formal  home  office). 

Considering  that  Friedman  shows 
up  at  his  Manhattan  office  about  twice 
a  month  during  the  summer,  he  might 
as  well  be  in  Montana.  But  that 
wouldn't  work  for  him.  "For  me,  the 
60-mile  distance  is  the  psychological 
key,"  he  says.  "I  know  I'm  not  discon- 
nected, that  I  can  show  up  very  fast  if 
I'm  needed." 

For  Friedman's  associates,  this  prox- 
imity is  important,  too.  Rebus  editor- 
in-chief  Charles  Mee  thinks  the  setup 
works  but  suspects  that  Friedman 
underestimates  the  impact  of  his  pres- 
ence in  the  office.  "One  of  his  great 
gifts,"  says  Mee,  "is  the  ability  to  enter 
a  room  and  soothe  anxieties.  He  can 
draw  out  people's  uncertainties  and 
resolve  them.  It's  an  extraordinary 
sense  of  'the  room,'  and  that's  hard  to 
get  by  E-mail." 

Friedman's  enthusiasm  for  E-mail, 
however,  is  unqualified.  He  calls  it 
simply  "the  best  thing  that's  happened 


to  me"  and  says  that  whether  he's  in 
town  or  in  the  country,  "I'm  on  line 
more  than  I'm  on  the  phone."  What  he 
likes  best  about  electronic  communi- 
cation is  efficiency.  "E-mail  is  a  great 
way  to  communicate  without  inter- 
ruption. The  questions  you  get  are 
more  succinct.  And  people  often  edit 
out  their  dumb  ones." 

In  the  office,  Friedman  has  an  Apple 
DuoDock,  a  combination  desktop  and 
notebook  computer  (the  PowerBook 
230  portion  travels  with  him).  No  mat- 
ter where  he  is,  he  can  edit  copy  or 
analyze  numbers  at  will. 

A  typical  workday  at  the  cabin? 
Friedman  rises  between  6  and  8  a.m. 
and  takes  an  hour  hike  with  his  wife. 
He  then  returns  home  for  several  hours 
of  work.  This  is  followed  by  some  mid- 
day recreation  (fly-fishing,  horseback 
riding  or  mountain  biking)  and  then 
another  solid  chunk  of  work.  "I'm 
more  thoughtful  and,  to  my  surprise, 
more  efficient  when  I'm  away,"  Fried- 
man says.  "I  respond  to  messages  faster 
and  send  out  more  correspondence. 
People  don't  drop  by  to  interrupt." 

Is  there  no  downside,  then,  to 
spending  the  summer  at  Camp  Deer 
Drop?  "I  think  you  do  miss  some  of 
the  serendipity  that  can  help  with 
new-product  development,"  Friedman 
says,  "those  chats  by  the  coffee 
machine  that  may  trigger  a  new  idea." 

Friedman  may  have  just  the  type  of 
personality  that  breaking  away 
requires.  According  to  editor-in-chief 
Mee,  "Rodney  runs  the  business  like 
the  street  basketball  player  he  is.  He's 
real  comfortable  taking  the  ball  down 
court  and  shaping  the  play  while 
things  are  in  motion." 

Convincing  others  to  break  away 
has  become  something  of  a  crusade  for 
Friedman.  Several  of  his  employees  do 
all  of  their  work  from  home  via  E- 
mail,  while  many  others  have  work 
schedules  that  are  unorthodox,  to  put 
it  mildly.  Test  kitchen  director  Grace 
Young,  for  example,  routinely  takes  off 
for  two-and-a-half  months  at  a  time, 
most  recently  to  trek  across  the 
Himalayas. 

"My  favorite  employees  are  those 
who  are  demanding  about  their  needs 


FRIEDMAN'S  ARSENAL 


Hardware:  At  the  office,  an  Apple 
PowerBook  Duo  230  with  DuoDock 
230,  12  megabytes  of  RAM,  80- 
megabyte  hard  drive.  On  the  road, 
an  Apple  Express  Modem  and 
Global  Village  international  connec- 
tor kit  for  modeming  around  the 
world.  At  home,  a  Mac  llvx,  with 
80-megabyte  hard  drive,  20 
megabytes  of  RAM,  and  CD-ROM 
drive  and  color  printer  for  multime- 
dia software.  H.  L  Leonard  7.5- 
foot  split-cane  bamboo  trout  fish- 
ing rod.  (Made  the  same  way  for 
the  last  1 00  years,  maybe  by  the 
same  people.) 

Software:  Microsoft  Word  5.1 , 
Excel  4.0,  QuarkXpress  3.2  and 
AppleTalk  Remote  Access  for 
access  to  office  network  services, 
including  QuickMail  electronic  mail 
system,  AppleShare  file  server, 
LanRover  modem  server  and  laser 
printers.  Electronic  mail  correspon- 
dence and  research  through  Amer- 
ica OnLine  and  Compuserve. 

Approximate  cost:  $200,000 

Next  purchase:  Mac  Quadra  650 
with  40  megabytes  of  RAM  and  1 .7 
gigabyte  hard  drive  running  full- 
motion,  full-screen  video  for  multi- 
media development. 

Best  thing  about  breaking 
away:  Being  together  with  Janet 
(wife),  Alessandra  and  Jennesa 
(two  daughters). 

Worst  thing  about  breaking 
away:  Dirty  telephone  lines  that 
interfere  with  remote  E-mail. 

and,  at  the  same  time,  take  full 
responsibility  for  their  jobs,"  Friedman 
says.  He  is  convinced  that  he  seldom 
gets  shortchanged  by  accommodating 
these  needs. 

Of  course,  some  people  Friedman 
encounters  think  he's  nuts.  But  he  is 
absolutely  confident  that  he's  doing 
what's  best  for  him  and  his  company 
right  now.  "If  some  major  project  fails, 
it  will  be  because  of  bad  thinking,  not 
because  I'm  out  of  touch."  (jjjg) 
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Product  Strategies 


Hutiing  Your  Upgrades 

Admittedly,  it's  a  narrow  line  to  walk  between  technology's  bleeding  edge  and 
excessive  caution.  Here  are  tips  to  help  you  time  your  purchases  right 


7 


How  can  you  plan  so  that  you  won't 
end  up  with  products  that  are  obsolete 
shortly  after  you  acquire  them?  And 
since  the  rate  of  change  for  computing 
technology  is  furious,  how  can  you 
keep  abreast  of  these  changes  so  that 
reading  the  trade  magazines  doesn't 
become  a  full-time  job?  Finally,  how 
can  you  get  by  without  having  to  hire  a 
staff  of  infomiation  systems  specialists? 
With  hardware,  avoid  the 
brand  new  but  don't  stick  too 
jsl.  long  with  old  equipment  just 
because  it  is  cheap.  Okay,  okay,  that's  a 
narrow  line  to  walk.  One  strateg  is  to 
wry  gear  that  is  three  to  12  month.-;  .ild 


and  is  based  on  a  processor  that  is  just 
shy  of  the  fastest  currently  available. 
Using  this  strategy  gives  time  for  you  to 
find  and  work  out  any  problems  and 
usually  to  take  advantage  of  the  first 
round  of  price  cuts  that  are  inevitable  in 
this  business.  This  is  especially  true  for 
volatile  markets  such  as  notebook  com- 
puters, where  new  versions  with  minor 
variations  come  out  almost  monthly. 
Furthermore,  purchasing  relatively  new 
gear  ensures  that  you  will  stay  near  the 
top  of  the  technological  learning  curve 
but  not  at  the  bleeding  edge. 

Of  course,  you  can  pay  a  penalty  for 
excessive  caution.  The  Tribune  Broad- 


casting Co.,  New  York  City,  has 
learned  its  lesson.  In  the  past  it  was 
very  conservative  and  purchased 
machines  that  were  several  versions 
behind  the  times.  "We  bought  386SX 
machines  when  the  faster  386DX 
processors  were  available  for  $500 
more,"  says  Ed  Fischer,  manager  of 
computing.  "That  was  a  mistake.  As 
we  move  toward  Windows,  the  SXs  are 
just  too  slow."  As  a  result,  the  compa- 
ny was  saddled  with  a  large  supply  of 
older  machines.  Now  it  is  more  aggres- 
sive, but  still  avoids  being  the  first  to 
acquire  new  products  such  as  local  bus 
video. 

2 Know  when  to  upgrade  your 
equipment;  keep  depreciation 
cycles  as  short  as  two  years. 

"Depreciating  equipment  any  longer 
than  two  years  wastes  money  and 
encourages  companies  to  keep  old  gear 
around.  The  accounting  practices 
should  match  the  life  of  the  equip- 
ment," says  an  IS  executive  who  has 
managed  to  convince  her  bosses  of  the 
benefits  of  shorter  depreciation  cycles. 
Convincing  the  Internal  Revenue  Ser- 
vice, where  longer  cycles  are  still  the 
norm,  is  another  matter. 

Knowing  when  to  upgrade  can  be  a 
black  art.  One  suggestion  is  to  jump 
every  other  generation  on  hardware, 
such  as  from  a  286  processor  to  a  486 
processor,  or  from  a  386  to  a  Pentium. 
"If  you  change  every  generation,  you'll 
be  in  a  constant  learning  mode  and 
never  really  see  the  productivity 
boost,"  says  Tom  Simondi,  who  is 
responsible  for  corporate  computing 
guidelines  at  Aerospace  Corp.,  a  Cali- 
fornia defense  contractor. 

The  Tribune's  Fischer  offers  anoth- 
er recommendation.  "Try  to  look  at 
the  value  of  the  additional  speed,  fea- 
tures, whatever.  When  they  become 
clear  cut,  you  should  make  the  jump." 
There  are  some  circumstances  that 
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Just  don't  expect  it  to  roar. 


Under  pressure  to  be  swifter, 
stronger  and  more  agile,  some 
Denizations  may  be  tempted 
to  seek  superficial  solutions. 

But  in  this  era  of  unrelenting 
:hange,  the  true  character  of 
3very  enterprise  will  be  tested. 

91994  Andersen  Consulting.  All  rights  reserved, 


So  rather  than  shallow,  short- 
term  fixes,  Andersen  Consulting 
can  help  you  achieve  lasting  im- 
provements by  aligning  all  of  your 
essential  components:  strategy, 
technology,  process  and  people. 

Because  these  days,  you  either 


transform  the  whole  organization. 
Or  risk  becoming  a  paper  tiger. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO  S.C. 


oxj'K  Upgrades 


PRODUCT  STRATEGIES 


can  force  an  upgrade.  When  you  move 
from  DOS  to  Windows,  you'll  need  a 
more  capable  machine.  When  you 
move  from  a  stand-alone  to  a  network 
attachment,  you'll  usually  need  a  dif- 
ferent configuration. 

Upgrade  software  only  for 
significant  revisions,  and  do 
\j  it  for  all  the  employees  so 
that  they  are  running  the  same  soft- 
ware version.  This  is  especially  true  for 
networked  systems  or  in  organizations 
of  fewer  than  200  employees.  Figuring 
out  what  is  "significant"  can  often  be  a 
judgment  call.  One  sign  is  when  you 
start  seeing  many  new  product  reviews 
in  the  computer  trade  press. 

4 KEEP  UP  WITH  BUSINESS 
changes.  If  you  are  adding  or 
subtracting  staff,  acquiring  a  new 
division  or  introducing  a  new  product 
line,  it  is  time  to  reexamine  your  tech- 
nology and  applications  choices.  Does 
your  accounting  system  match  the 
firm's  current  needs  and  size?  Are  data 
being  input  manually  more  than  once 
into  two  different  systems? 

"I  can't  blame  customers  for  the 
choice  they  made  five  years  ago,"  says 
James  Gaskin,  vice-president  of  Dallas- 
based  Gaskin  Computer  Services,  a 
consulting  firm.  "What  I  can  blame 
rhem  for  is  not  checking  that  decision 
to  make  sure  it  is  still  valid."  Gaskin 
recommends  making  an  annual  tech- 
nology audit  to  review  how  closely 
technology  matches  a  company's  busi- 
ness processes. 

Although  your  applications  needs 
ideally  should  keep  up  with  the 
changes  in  your  business,  applications 
are  rarely  at  the  top  of  your  mind.  "We 
didn't  think  about  our  applications," 
says  Holland  Carney,  a  senior  consul- 
tant for  San  Francisco-based  Alexander 
Communications,  a  high-tech  public- 
relations  firm.  "As  our  staff  has  grown, 
we  are  outgrowing  our  applications. 
Now  we  need  new  applications  in  addi- 
tion to  the  hardware  and  operating  sys- 
tems to  support  them.  If  we  had  to  do 
things  differently,  we  would  put  the 
effort  into  projecting  our  applications 
needs  five  years  into  the  future." 

Carney  mentions  her  firm's  use  of 
E-mail  and  databases  as  examoles  of 
outgrown  applications.  "We  started  out 
in)     !      [tware's  QuickMail,  but 


some  of  our  managers  process  over  100 
messages  daily.  We  found  that  Quick- 
Mail  just  isn't  robust  enough  to  handle 
our  needs,  especially  when  it  comes  to 
gateways  to  public  systems  such  as 
MCI  Mail."  Carney  is  looking  into 
Lotus  Notes  software  and  other  sys- 
tems that  can  provide  more  firepower. 

"We  also  use  Claris  FileMaker  Pro 
on  the  Mac  to  keep  track  of  our  con- 
tacts. Now  we  have  multiple  databases 
running,  and  any  changes  have  to  be 
made  in  every  version.  It's  time  for  a 
quantum  leap  to  a  powerhouse  data- 
base like  Borland  Paradox,"  she  adds. 

5 Invest  in  your  cabling,  espe- 
cially IF  YOU  ARE  MOVING  INTO 
new  facilities.  "Ideally  you'd 
like  your  cabling  to  last  20  years,"  says 
Fischer,  "but  if  you  had  asked  me  even 
five  years  ago  to  predict  what  kind  of 
cabling  we'd  be  using,  I  wouldn't  have 
made  the  right  call." 


"When  we  had  12  machines  to  net- 
work," Carney  says,  "LocalTalk  and 
Macs  seemed  the  cheapest  and  easiest 
and  didn't  require  much  training.  Now 
we  have  outgrown  this,  and  so  we  have 
planned  ahead  and  wired  our  offices  to 
support  Ethernet."  Carney's  company 
could  have  saved  itself  from  redoing 
the  wiring  had  it  planned  in  Ethernet 
from  the  beginning. 

6 Know  your  limitations  and 
recognize  when  you  need  help. 
Your  choices  are  to  turn  to  your 
peers,  add  staff  or  hire  consultants. 

The  best  peer  groups  are  those  run 
by  the  various  local  chapters  of  the 
Microcomputer  Managers  Association, 
whose  national  office  is  in  New  York 
City.  "Go  to  the  meetings  and  chat 
with  people  who  appear  to  be  in  similar 


situations,"  says  Simondi.  Besides 
these  local  chapters,  computer  user 
groups  exist  in  most  major  cities. 
Members,  drawn  from  businesses  of  all 
sizes,  include  a  wide  range  of  profes- 
sionals who  manage  microcomputing 
strategies  and  applications. 

Know  when  it  is  time  to  hire  a  full- 
time  IS  manager.  A  full-time  IS  manag- 
er is  essential  if  your  company  has 
more  than  one  office,  a  high  percentage 
of  traveling  users  and  several  comput- 
ing applications  that  are  critical  to  busi- 
ness operations.  "We  should  have  bit- 
ten the  bullet  and  hired  a  full-time  IS 
person  sooner,"  says  Carney. 

Not  in  a  hiring  mode?  Then  it  may 
be  time  to  look  for  a  consultant.  But 
finding  the  right  one,  or  one  you  can 
trust,  can  be  difficult.  "If  you  don't 
have  a  technology  background,  hiring  a 
consultant  could  be  dangerous.  You 
may  not  know  until  it's  too  late  that 


you've  been  had,"  says  Simondi.  "The 
best  situation  is  to  hire  two  people:  one 
to  recommend  a  course  of  action  and 
one  to  implement  it.  This  minimizes 
conflict-of-interest  problems." 

"If  a  doctor  has  done  lots  of  ulcer 
operations,  and  most  of  the  patients 
live,  that's  a  good  reference,"  Gaskin 
says.  "Unfortunately,  computer  sys- 
tems aren't  as  tidy  and  consistent  as 
stomachs."  Nevertheless,  he  recom- 
mends that  you  look  for  a  consultant 
who  can  respond  to  your  specific 
needs,  rather  than  sell  you  last  week's 
work.  "Remember  that  people  with  a 
hardware  inventory  can't  tell  the 
whole  truth,"  Gaskin  adds.  "When 
someone  has  to  choose  between  your 
project  and  their  profit  margin,  you 
will  lose  every  time."  @ 


Knowing  when  to  upgrade  can  be  a 
black  ait.  One  suggestion  is  to  jump 
every  other  generation  on  hardware:  for 
instance  from  a  286  processor  to  a  486 
processor,  or  from  a  386  to  a  Pentium. 
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Let's  assume  your  ATM  network  handles  1,4 


ONE  WEEK- 


nly  thing  limiti 


tions  you  can  handle  is  the  peak  capacity  of  your  computer  syste 


times  are  causing  long  lines  during  peak  hours  you  could  be  losing  up  to 


350,000  TRANSACTIONS  -  » * 

lo  Speed  up  the  average  transaction  time  and  improve  customer  satisfaction, 
call  on  EMC's  disk  storage  solutions.  THey  allow  mainframe  and  midrange  computer 
systems  to  dramatically  increase  performance  without  costly  CPU  upgrades.  Lets 
say  you  realize  a  25%  performance  gain.  And  those  350,000  transactions  don't 


go  to  the  competition.  At  $.75  per  transaction,  youd  realize  a  revenue  increase  of 


$262,500  each  week.  That's  over 


$13.6  MILLION 


a  year. 


See  how  we  can  help  you  handle  more  peak  performance 
transactions  h  calling  1-800-424-FMC2,  extension  GM319F. 


©  I >  IMC  ( '.mprndion.  I .)  H '  is  a  tratlamirl;  <>j  Eh  H  i  '.orji. 


RE  EN  G  I  N  E  E  R  I  N  G 


By  George  Harrar 


Thanks  to  todays  fast-changing  climate,  AT&T's  Universal 
Card  Services  division  found  itself  winning  a  Baldrige  Quality 
Award  one  day  and  reengineering  for  its  life  the  next. 

Baldrige 
Notwithstanding  I 


Oct.  14,  1992:  The  Universal  Card 
Services  division  of  AT&T,  just 
31  months  in  existence,  wins 
the  Malcolm  Baldrige  National  Quality 
Award. 

Oct.  15,  1992:  Universal  chief  Paul 
Kahn  calls  his  Business  Improvement 
Team  together  in  the  Quality  War 
Room,  where  they  have  been  meeting 
for  debriefings  every  night  for  a  month. 
After  the  enthusiastic  high-fives  and 
pats  on  the  back,  Kahn  gets  serious. 
The  division,  he  says,  achieved  prof- 
itability in  June,  and  new  customers  are 
signing  up  for  the  Universal  Card  Visa 
or  MasterCard  at  an  average  rate  of 
6,000  per  day.  However,  monthly  card 
balances  are  still  not  even  half  the 
industry  average.  And  powerful  com- 
petitors like  General  Motors  and  Gener- 
al Electric  are  elbowing  into  the  mar- 
ketplace with  offers  of  car  and  mer- 
chandise discounts. 

Kahn  issues  a  stern  warning:  The 
organization  has  to  keep  improving  its 
operations. 

On  the  face  of  it,  a  qualh  award 
might  seem  easy  pickings  for  artup 
operation  like  Universal.  After  the 


launch  team  was  well  positioned  to 
scoop  up  key  executives  from  competi- 
tors, draw  the  flattest  of  organizational 
structures,  pick  a  rainbow  of  New  Age 
values,  deploy  the  latest  information 
systems  in  support  of  strategic  process- 
es and  in  all  other  ways  create  itself 
expressly  along  Baldrige  guidelines. 
Who  wouldn't  be  able  to  win  the 
award  with  the  luxury  of  starting  from 
scratch,  especially  with  the  full  backing 
of  a  parent  as  resource-rich  as  AT&T? 

While  it's  true  that  Universal  had  a 
significant  advantage  in  its  clean  slate, 
that  slate  was  quickly  muddied  by 
demands  and  pressures  that  led  compa- 
ny brass  to  make  some  constraining 
decisions.  For  example,  they  subordi- 
nated the  information  technology 
group  to  customer  service  and  gave 
phone  representatives  clunky  AT&T 
dumb  terminals  rather  than  high-pow- 
ered workstations. 

In  today's  fast-changing  world,  even 
Baldrige  winners  may  have  to  eat  hum- 
ble pie  and  start  over. 

Going  for  "Customer  Delight" 

Paul  Kahn,  the  man  who  suffused 


Universal  with  an  obsession  for  cus- 
tomer delight  (eschewing  the  "wimpi- 
er-sounding"  customer  satisfaction),  no 
longer  occupies  the  CEO's  chair  at  cor- 
porate headquarters  in  balmy  Jack- 
sonville, Fla.  He,  along  with  half  the 
original  executive  team,  has  moved  on. 
The  CFO  and  executive  vice-president 
of  marketing  were  promoted  within 
AT&T.  The  COO  and  head  of  informa- 
tion systems  took  higher-level  jobs  at 
rival  credit  card  companies.  Kahn  him- 
self left  in  early  1993  after  Universal 
met  AT&T's  profit  goal  of  $100  mil- 
lion in  earnings.  One  reason:  He  want- 
ed to  diversify  into  more  banklike 
financial  services,  but  AT&T  insisted 
on  sticking  to  its  combination  credit 
card/long-distance  phone  card. 

Not  only  did  leadership  shift,  so  too 
did  the  company's  underlying  structure 
as  Universal  tried  to  cope  with  high 
growth  and  crowded  competition. 
Information  technology  was  pulled  out 
from  under  customer  service  to  report 
directly  to  the  CEO.  The  quality 
department  was  shuffled  from  cus- 
tomer service  to  corporate.  And  con- 
sumer affairs  landed,  at  least  for  the 
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FIRST  STRING  OCTET  AT&T's  Card  Services  business  improvement  team  aims  to  burnish  the  Baldrige  (clockwise  from 
lower  left):  Pam  Vosmik,  Rob  Davis,  David  Hunt,  Hans  Hawrysz,  Robert  Hughes,  Alfred  Kuebler,  Jim  Kutsch,  Leslie  Palmer. 


time  being,  under  the  COO.  Customer 
service  itself  was  radically  reengi- 
neered,  and  the  customer  contact  per- 
sonnel— known  as  associates — were 
required  to  learn  a  new  desktop  tech- 
nology. The  resulting  self-directed  team 
approach  now  is  being  pdoted  in  pock- 
ets of  the  company,  with  all  the  atten- 
dant problems  of  changing  people's 
work  habits. 

If  this  sounds  like  a  company  in  the 
throes  of  organizational  and  technologi- 
cal change,  that's  because  it  is.  Univer- 
sal, in  fact,  established  a  change  coun- 
cil in  the  summer  of  1993  to  ferret  out 
the  answers  to  some  fairly  basic  ques- 
tions— such  as  the  number  of  existing 
major  processes — which  one  might 
have  expected  a  Baldrige  winner  to 
have  already  resolved.  Not  so. 

Quality  manager  Robert  Hughes:  "How 
many  processes?  I  look  at  it  on  a  very 
high  level.  First  is  acquisition  of 
accounts.  Then  there's  transaction  pro- 
cessing. The  third  major  process  is  cus- 
tomer service — responding  to  customer 
inquiries." 

Senior  vice-president  of  human 
resources  Pam  Vosmik:  "My  intuitive 
response  is  to  say  we  have  thousands  of 


processes.  In  my  own  organization  there 
are  about  15  major  ones.  Customer  ser- 
vice probably  has  five  or  six  times  that 
number.  Marketing  might  have  15  to  20. 
I'd  say  there  are  100  major  processes  in 
the  organization  as  a  whole." 

Executive  vice-president  of  marketing 
and  business  development  Hans 
Hawrysz:  "There  are  probably  about  six 
or  seven  processes.  We're  still  finalizing 
the  list  in  the  change  council." 

This  is  no  idle  debate.  How  finely 
should  processes  be  broken  down? 
Where  does  one  start  and  another  end? 
What  is  the  relative  importance  of 
each?  The  answers  determine  not  just 
reporting  relationships  but  how  tech- 
nology and  other  resources  are  allocat- 
ed within  Universal  to  make  the  whole 
greater  than  the  sum  of  its  parts. 

Wrong  Customers  Sign  Up 

At  startup,  for  example,  the  launch 
team  decided  that  superior  customer 
service  would  differentiate  the  Univer- 
sal Card  from  its  plastic  brethren. 
Therefore,  it  seemed  logical  that  the  IS 
department  should  report  to  customer 
service  to  put  the  full  weight  of  infor- 
mation systems  behind  that  effort.  But 


this  meant  that  functional  areas  such 
as  marketing  had  to  submit  their 
requests  to  IS  through  customer  service 
and  then  wait  on  a  priority  list  for 
attention — or  else  hire  their  own  sys- 
tems experts  from  the  outside. 

Subordinating  IS  to  customer  ser- 
vice made  some  sense  in  the  beginning, 
when  Universal  was  scooping  up 
accounts  faster  than  any  other  new 
card  in  history.  But  the  very  factors 
that  induced  such  a  phenomenal  public 
response  soon  turned  into  a  drag  on 
profitability.  The  AT&T  name  and  free 
lifetime  membership  encouraged  a 
great  number  of  "transactors"  to  sign 
up — conservative,  bargain-hunting  peo- 
ple who  pay  off  their  bills  each  month 
to  avoid  hefty  interest  charges. 

Robert  McKinley,  president  of  RAM 
Research  Corp.,  Frederick,  Md.,  esti- 
mates that  only  50  percent  of  Univer- 
sale accounts  carry  revolving  balances 
each  month,  compared  to  70  to  73  per- 
cent of  competitors'  accounts.  So  many 
"deadbeats,"  as  the  people  who  always 
pay  their  full  balances  are  known  in 
the  industry,  pulls  the  monthly  carry- 
over balance  of  Universal  Cardholders 
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down  to  about  $650,  half  the  industry 
average.  Total  charges  per  year  come  to 
about  $1,900  per  account  at  Universal 
Card,  again  below  average  by  about 
$500  to  $600.  "If  they  could  slice  out 
and  throw  away  20  percent  of  their 
portfolio,  they  would  look  pretty 
good,"  McKinley  says. 

Current  CEO  David  Hunt,  who 
took  over  last  May,  recognizes  that  the 
game  has  changed  for  Universal.  No 
longer  is  the  division  hellbent  on 
amassing  cardholders.  With  more  than 
17  million  cardholders  in  about  12  mil- 
lion accounts,  Universal  Card  is 
already  third  in  sheer  numbers  behind 
the  Discover  Card  and  Citibank 
Visa/MasterCard.  However,  this 
achievement  came  at  a  price — specifi- 
cally, an  estimated  $50  million  in  mar- 
keting costs  in  the  first  nine  months, 
according  to  McKinley. 

The  challenge  now  for  Universal  is 
to  target  enticing  offers  at  the  most 
profitable  existing  and  potential  cus- 
tomers— spendthrifts  willing  to  pay 
15.9-percent  interest  on  large  monthly 
balances  (see  sidebar  at  right).  Universal 
must  find  ways  to  increase  receivables 
at  a  time  when  they  are  growing  by 
only  about  11  percent  industrywide, 
compared  to  as  much  as  20  percent  in 
the  late  1980s. 

With  only  moderate  growth,  compa- 
nies are  fiercely  preying  on  each  other's 
customers,  offering  low  fees,  no  fees 
and  reduced  interest  rates  to  persuade 
people  to  transfer  their  outstanding  bal- 
ances. In  this  environment,  what  the 
customer  wants,  the  customer  gets. 
"This  puts  pressure  on  marketing  to 
read  what  the  customer  wants,"  says 
Hunt,  "and  most  of  that  happens  with 
IS  sophistication." 


N 


o  Empowerment, 
Dumb  Terminals 


How  did  Universal  find  itself  in 
need  of  so  much  reengineering  so  soon 
after  creating  itself?  Much  of  the 
answer  lies  in  one  dimension:  time. 
The  organizational  brain  trust  that 
designed  the  company  had  less  than 
nine  months  to  determine  location, 
structure,  computer  processor;  adver- 
tising strategy,  pricing  and  card  des 


A  Database  of  Spendthrifts 

In  1994  Universal  Card  CEO  David.  Hunt  expects  to  gain  two  million  new  accounts — an 
ambitious  goal,  especially  when  one  considers,  as  consultant  Jerome  Svigals  notes, 
"there  is  no  great  pot  of  potential  new  customers.  The  percentage  of  Americans  carrying 
bank  credit  cards  is  about  41  percent — it  hasn't  changed  in  10  years.  So  Universal  is  lim- 
ited mostly  to  customers  of  other  banks."  That  means  becoming  a  predator,  figuring  out 
how  to  pull  the  most  profitable  customers — those  who  charge  a  lot  and  consistently  pay 
off  only  the  minimum — away  from  competitors.  In  a  contest  among  equal  marketeers  in 
the  credit  card  business,  the  one  who  has  the  best  database  wins.  For  Universal,  the 
weapon  is  Universe,  "a  database  of  everything  that  has  ever  happened  with  our  card- 
holders in  the  history  of  the  business,"  as  Jim  Kutsch,  head  of  computer  and  network 
services,  describes  it.  Most  companies  maintain  basic  billing  information  for  a  few 
months  before  shunting  aging  data  to  tape  or  microfiche.  Universal  keeps  everything — all 
the  transactions,  all  the  demographic  data — as  well  as  the  long-distance  calling  card 
record.  The  200-gigabyte  database  is  housed  on  an  Amdahl  1400A  mainframe  with  four 
processors. 

Universe  becomes  the  engine  for  identifying  specific  groups  on  which  to  target 
promotions,  rather  than  using  the  traditional  bombardment  method  of  reaching  cus- 
tomers. Hans  Hawrysz,  the  head  of  marketing  and  business  development,  believes  pat- 
tern-recognition software  applied  to  the  Universe  database  will  enable  him  to  personalize 
marketing  down  to  a  customer  group  of  one.  Currently,  marketing  can  run  25  to  50  test 
offers  to  5,000  people,  all  at  the  same  time,  varying  interest  rates,  balance  transfer  options 
and  promotional  tie-ins.  However,  says  Hawrysz,  "that  doesn't  get  us  to  the  level  where 
we  want  to  be.  We  would  like  to  do  about  200."  More  flexibility  would  allow  Hawrysz 
greater  opportunity  to  adjust  the  four  dimensions  of  any  marketing  pitch:  the  offer  (typical- 
ly the  price),  the  list  (the  cross  section  of  customers  targeted),  the  package  (envelope  size, 
cover  letter  and  so  on)  and  channel  (telemarketing,  television,  etc.). 

"My  feeling,"  Hawrysz  says,  "is  that  the  companies  that  are  really  good  at  using 
customer  information  are  going  to  succeed.  Marketing  is  more  and  more  coming  down  to 
being  able  to  read  market  demand." 


This  was  because,  in  large  measure, 
AT&T  had  entered  the  merchandise 
credit  card  business  to  solidify  cus- 
tomer loyalty  to  its  profitable  long-dis- 
tance phone  service.  Feeling  the  heat 
from  MCI,  Sprint  and  others,  AT&T 
wanted  help  quickly  from  a  credit  card. 

So  the  company  chose  the  first 
quarter  of  1990  to  announce  a  Visa  or 
MasterCard  that  gave  a  10-percent  dis- 
count on  long-distance  phone  calls.  To 
create  instant  worldwide  awareness, 
the  launch  team  chose  the  Academy 
Awards  Show  on  March  26  as  the 
forum  to  join  about  6,000  competitors 
in  the  credit  card  marketplace. 

Universal  executives  knew  that 
delivering  high-quality  service  meant 
that  phone  representatives  would  need 
unusual  authority  to  satisfy  customers 
with  credit  increases  and  balance  cor- 


rections without  seeking  supervisory 
approval.  "We  had  thought  that  by  say- 
ing, 'You  are  empowered,'  the  associ- 
ates would  step  up  to  the  plate  and 
take  care  of  everything,"  says  Rob 
Davis,  chief  quality  officer.  "What  we 
missed  is  that  we  hadn't  given  them  all 
the  tools." 

What  the  executive  team  did  give 
phone  reps  were  underperforming 
"dumb"  computer  terminals.  Why? 
The  terminals  were  immediately  avail- 
able—no small  advantage  since  there 
was  no  time  to  send  out  RFPs  to  other 
potential  suppliers.  And  Universal  felt 
some  pressure  to  go  with  its  parent's 
systems  rather  than  to  break  away 
technologically. 

The  dumb  tenninals  were  unable  to 
integrate  information  from  multiple 
mainframes.  Phone  reps  had  to  bounce 
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See  it  live.  See  it  like  a  reporter  sees  it, 
first  hand. 

No,  you  don't  need  a  press  pass. 
The  PC  on  your  desk  will  do  fine. 
We'll  take  care  of  the  rest.  We're 
the  Dow  Jones  Investor  .•  ,„„;, 
Network®;  die  video  business  .4 
news  service  that  brings  Dow 
Jones  judgment  and  jour- 
nalism where  it's  never  been 
before.  We'll  get  you 
into  the  corner  offices  and 
conference  rooms  and  ask  the 
questions  you  want  answers  to. 

And  we'll  deliver  it  all  to 
your  desk.  So  you  can  act 
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instantly  on  the  information  you  receive. 

People  like  Bill  Gates  of  Microsof  t,  Andy 
Grove  of  Intel  and  Phil  Knight  of  Nike  have 
already  been  interviewed  exclusively  on  DJIN. 
We've  covered  critical  press  conferences 
involving  Harold  Poling  of  Ford, 
Louis  Gerstner  of  IBM  and  Treasury 
Secretary  Lloyd  Bentsen. 

So  before  you  miss  anything  else, 
call  Simon  Langdon  at  (800)41f>DJTN. 
Because  for  investors,  the  race 
doesn't  just  go  to  the  f 
swift,  it  goes  to  the  w 
knowledgeable. 
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from  screen  to  screen,  remembering 
different  access  codes  for  multiple 
mainframes  while  all  the  time  keeping 
up  a  cheery  conversation  with  the 
caller.  A  simple  change  of  address 
required  manual  input  to  three  databas- 
es. For  an  organization  that  was  using 
customer  service  as  its  calling  card, 
going  with  the  dumb  terminals  was  a 
decidedly  unstrategic  move. 

Nor  did  the  launch  group  provide 
the  empowered  work  environment  of 
the  1990s:  self-directed  teams  of 
employees  who  set  their  own  goals 
and  measures  with  minimal  manage- 
ment supervision.  "If  some  of  us  had 
our  druthers,  that  would  have  hap- 
pened," says  Vosmik.  "The  reality  was 
that  we  were  under  an  unbelievable 
time  constraint  to  launch  our  product. 
Given  that,  we  made  the  decision  to 
put  together  a  rather  traditional  organi- 
zation." 


s 


tarting  Over — 
Again 


The  first  shock  to  the  hastily 
constructed  company  came  the  day 
after  its  initial  ad  appeared.  AT&T  had 
modest  expectations:  perhaps  25,000 
responses.  But  the  appeal  of  a  reduced- 
rate  calling  card  coupled  with  a  credit 
card  that  was  charging  several  points 
below  market  interest  rates  inspired 
250,000  people  to  make  inquiries  in  the 
first  24  hours.  The  master  marketing 
stroke:  AT&T  spiced  the  come-on  with 
a  free-for-life  initial  offer.  All  counted, 
8.5  million  people  became  charter  card- 
holders, avoiding  forever  the  $20  annu- 
al fee  normally  paid  by  accounts. 

The  response  so  overwhelmed  the 
fledgling  service  corps  that  Kahn,  his 
14-year-old  son  and  anyone  else  the 
then  CEO  could  round  up  from  the 
New  Jersey  launch  team  flew  down  to 
the  temporary  offices  in  Jacksonville  to 
work  the  phones.  Amid  stale  pizza  and 
stacks  of  empty  soda  cans,  executives 
who  rarely  spoke  directly  to  customers 
were  now  fielding  calls  on  the  mid- 
night shift. 

At  the  end  of  its  first  year,  Univer- 
sal had  already  met  its  five-year  goal  of 
5.3  million  accounts.  The  nu)  her  of 
employees  grew  from  200  to  2,000,  and 


A  Compulsion  for  Measurement 

Although  both  technology  and  leadership  have  changed  dramatically  since  startup,  Uni- 
versale distinguishing  characteristic  has  remained  the  same:  a  compulsion  for  measure- 
ment. If  there's  a  process  that  affects  customers,  Universal  probably  measures  it.  There 
are  more  than  1 20  indicators;  the  number  goes  up  or  down  as  measures  are  consolidat- 
ed, added  or  even  deleted  if  they  have  been  consistently  made  for  months.  There  are 
measures  of  telephone  line  availability  (must  be  1 00  percent),  abandon  rate  (no  more  than 
three  percent  of  customers  hanging  up),  the  time  a  customer  must  wait  to  speak  to  an 
associate  (20  seconds)  and  even  a  separate  courtesy  indicator  (tone  of  voice  is  assessed 
by  human  quality  monitors  who  randomly  listen  in  on  calls).  The  corporate  goal  is  to 
make  96  percent  of  all  measures  every  day.  For  the  year  ending  in  September  1 993  asso- 
ciates met  their  quality  indicators  316  days  and  managers  285. 

Some  47  of  the  quality  indicators  come  under  Information  Technology  Services. 
Alfred  Kuebler,  chief  information  officer,  is  interested  in  devising  one  more — a  measure  of 
IS  innovation.  "I  love  that  we  don't  have  legacy  systems  here,"  he  says,  "and  we  don't 
want  to  get  into  a  situation  where  we  have  to  blast  them  out  of  the  way.  So  we're  looking 
at  how  we  can  have  an  indicator  of  IT  innovation."  Such  an  indicator,  says  Kuebler, 
would  measure  the  degree  to  which  an  IS  activity  helps  the  organization  provide  a  signifi- 
cant value  to  customers,  reduces  response  time  and  cuts  unit  costs. 

Tom  Davenport,  a  partner  with  Ernst  &  Young's  Center  for  Information  Technology 
and  Strategy  in  Boston,  has  observed  a  lot  of  organizations — both  new  and  reengi- 
neered.  He  says,  "Universal  Card  has  the  most  process-oriented  set  of  information  sys- 
tems I've  ever  seen.  It  was  designed  from  the  ground  up  around  processes  and  informa- 
tion to  support  them." 

Each  morning,  Jim  Kutsch,  head  of  computer  and  network  services,  convenes  an 
8:30  teleconference  with  13  parts  of  Universal  operations,  from  the  satellite  service  oper- 
ation in  Salt  Lake  City  to  the  processing  center  in  Columbus,  Ga.,  to  local  offices.  The 
previous  24  hours  are  reviewed  in  terms  of  operational  performance  and  steps  that  are 
needed  to  redress  problems.  At  9  a.m.,  a  Universal  IS  representative  joins  COO  Jerry 
Hines'  customer  service  organization  to  discuss  that  group's  measures. 

After  these  meetings,  voice-  and  E-mail  messages  speed  through  the  company, 
announcing  performance  results — a  far  different  system  than  was  in  place  at  startup. 
"When  I  began  here  in  1990,"  says  quality  manager  Robert  Hughes,  "my  staff  and  I 
would  do  the  quality  sampling  every  day  and  individually  key  in  to  spreadsheets  the 
results  in  the  different  areas.  Then  we  would  print  the  reports,  make  copies  and  walk 
them  over  to  individual  process  owners." 


construction  was  speeded  up  on  more 
than  200,000  square  feet  of  office  space. 
"They  underestimated  how  well  they 
would  do,"  says  Jerome  Svigals,  an 
electronic  baiiking  consultant  based  in 
Redwood  City,  Calif.  "That's  the  prob- 
lem with  a  startup — sometimes  tilings 
go  much  better  than  expected." 

By  midyear  1993  Universal  Card 
had  $7.2  billion  in  receivables,  the  sev- 
enth highest  in  the  country,  and  was 
fourth  in  volume,  at  $9.8  billion, 
according  to  RAM  Research. 

Universal  Card  could  not  have 
achieved  these  numbers  if  Universal 


had  stayed  with  its  dumb  terminals, 
which  had  no  sophisticated  windowing 
capability,  no  mouse,  no  icons.  "We 
knew  there  was  a  problem.  We  had  a 
proprietary  hardware  and  software  plat- 
form that  didn't  scale  up.  The  associ- 
ates were  having  difficulty  meeting  our 
average  call-waiting  time  limit  of  20 
seconds,"  says  Leslie  Parmer,  vice-pres- 
ident of  emerging  technologies. 

Among  its  other  shortcomings,  the 
original  customer  service  platform 
didn't  have  automatic  number  identifi- 
cation (AM).  Added  in  1991,  this  fea- 
continued  on  page  57 
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Making  the  transition  from  a  closed,  single-vendor 
proprietary  IS  environment  to  an  open  systems  envi- 
ronment has  been  compared  by  some  IS  professionals 
to  replacing  a  faltering  jet  engine  in  mid-flight.  It  can 
be  hair-raising,  but  you  may  not  have  much  choice. 
Fortunately,  the  results  generally  justify  the  effort. 
Data  General  Corporation,  having  made  the  tran- 
sition itself  from  supplier  of  proprietary  systems 
to  an  open  systems  provider,  knows  from  experience  how  difficult  the 
process  can  be  for  its  customers.  For  both  Data  General  and  its  cus- 
tomers, however,  the  results  have  been  rewarding. 

The  evolution  to  open  systems  has  been  under  way  now  for  some  10  years. 
Few  IS  professionals  dispute  that  the  heyday  of  closed  single-vendor  propri- 
etary technology  is  over  and  that  the  era  of  open,  multivendor  systems  has 
arrived.  Merely  acknowledging  the  sea  change  that  is  taking  place,  however, 
does  not  assure  a  successful  transition.  Open  systems  implementation  can 
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constitute  the  most  critical  challenge  of  even  the  most 
respected  IS  professional's  career. 

The  challenge  has  been  intensified  by  two  factors:  First, 
commodity  economics  have  caused  the  real  cost  of  comput- 
ing to  plummet.  Second,  businesses  have  been  forced  to 
compete  in  the  global  marketplace.  In  the  face  of  these 
pressures,  the  move  to  open  systems  has  become  a  strategic- 
necessity.  This  is  as  true  for  the  information  systems  user  as 
for  the  IS  vendor.  Both  need  to  maintain  the  functionality 
and  integrity  of  current  operations  while  investing  the 
resources  required  to  seize  the  open  systems  opportunity. 

Data  General  Corporation  faced  up  to  the  future  in 
1988.  The  company  had  built  its  reputa- 
tion with  a  family  of  computer  systems 
based  on  a  superior,  proprietary  technolo- 
gy. "But  we  saw  an  inevitable  and  grow- 
ing advantage  for  commodity-based  tech- 
nology and  open  systems,"  says  President 
and  Chief  Executive  Officer  Ronald  L. 
Skates.  "To  take  advantage  of  it,  we  real- 
ly had  to  reinvent  the  company." 

DG  had  gained  experience  in  devel- 
oping mid-range  proprietary  systems  fea- 
turing multi-processor  support  and  high 
availability.  The  company's  technology 
managers  were  convinced  these  valuable 
features  could  be  incorporated  into  RISC- 
based,  open  systems  servers  that  would 
satisfy  the  commodity  economics  equation.  In  addition, 
they  believed — although  many  disagreed  with  them — that 
the  Unix  operating  system  could  satisfy  the  demands  of 
large-scale,  mission-critical  enterprise  applications. 

At  DG,  as  at  many  companies,  identifying  the  shift 
toward  open  systems  was  relatively  straightforward. 
Accomplishing  the  transition  pragmatically  was  another 
matter  altogether.  The  "jetliner,"  after  all,  was  in  full  flight. 

"From  the  business  perspective,"  recalls  Ron  Skates, 
"we  had  to  stand  by  our  commitment  to  our  MV  product 
line  (the  Eclipse  minicomputer),  and  even  increase  its  allo- 
cation of  resources  to  serve  our  installed  base."  Data  Gener- 
al has  done  this  by  significantly  expanding  the  MV  line's 
performance  range  and  continuing  to  enhance  its  software 
and  support  for  its  customer  base  of  50,000  systems. 

"At  the  same  time,  we  had  to  invest  in  our  new  Aviion 
open  systems  line,"  Skates  adds.  Harvard-educated  and  a 
former  senior  partner  at  Price  Waterhouse,  Skates  knew 
that  the  open  systems  vision,  when  realized,  would  bring 
lower  system  prices,  increased  competition,  reduced  vendor 
s  and,  ultimately,  an  entirely  different  cost  model  for 
h  is  Data  General.  "And  that  meant  that  we 


had  to  pursue  a  third  activity — taking  costs  out." 

In  1988,  a  new  model  for  complex  organizations 
called  the  "open  enterprise"  was  just  coming  into  focus. 
It  was  predicated  on  new  methods  for  selecting  and 
implementing  information  technology.  This  new  model 
called  for  a  move  away  from  mainframe-based  applica- 
tions, which  are  expensive  to  both  build  and  maintain,  in 
favor  of  server-based  applications.  As  a  result,  hardware 
costs  could  be  dramatically  reduced. 

Perhaps  the  most  significant  characteristic  of  the  open 
enterprise  model  was  that  technology  strategy  would  be 
developed  in  the  light  of  business  objectives.  Software 
tools  and  hardware  platforms  would  be 
chosen  to  satisfy  specific  business  goals 
and  requirements,  even  if  it  dictated 
multivendor  solutions  and  technologies. 
"The  safe  choice  had  always  been  to  go 
with  a  single,  big  vendor,"  observes 
Tom  West,  Data  General's  senior  vice 
president  for  Advanced  Systems  Devel- 
opment. "But  if  you  believe  the  indus- 
try is  moving  to  a  volume  game,  you're 
going  to  seek  the  lowest  price.  You'll 
find  that  low  price  wherever  there  is 
competition.  Now,  instead  of  buying 
mediocre  technology  from  one 
provider,  you  can  choose  best-of-breed 
technology  from  whomever  offers  it." 
Data  General  moved  swiftly  to  serve  this  emerging 
open  enterprise.  Early  in  1989,  DG  announced  the  Aviion 
server  line,  predicated  on  a  System  V-compliant  Unix  vari- 
ant, DG/UX,  designed  from  the  beginning  as  a  commer- 
cial operating  system.  Aviion  was  later  complemented  by  a 
fault-tolerant,  RAID-type  open  systems  data  storage  line 
called  Clariion. 

DG's  open  systems  vision  has  proven  to  be  accurate. 
But  Ron  Skates  and  his  senior  management  team,  which 
includes  talent  newly  recruited  from  such  companies  as 
Digital,  Sequent,  Storage  Technology  and  Integris,  contin- 
ue to  reshape  and  refine  the  vision  to  meet  market 
demands  while  maintaining  a  basic  commitment  to  open 
systems  and  the  open  enterprise  model. 

One  of  these  managers, 
Bob  Hughes,  vice  president 
of  worldwide  sales  and  ser- 
vice, came  to  Data  General       "It's  been  something  of  a  tortuous 
after  more  than  15  years  as         path,  but  through  the  experience 
vice  president  at  Digital.  of  growing  this  open  systems 

Hughes  is  charged  with  business  we've  acquired  valuable 
focusing  die  worldwide  sales         expertise,"  says  CEO  Ron  Skates. 


"We  tended  to  be  more  open 
because  we  were  smaller, " 
says  Skates.  "We  had 
no  choice  but  to  'plug 
and play '  with  lots  of 
other  machines. " 
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Data  General  has  pursued 


and  service  organizations  on  large  enterpris- 
es, which  are  increasingly  moving  to  client- 
server  models. 

Skates  acknowledges  that  being  a  small- 
er player  in  a  world  of  corporate  computing 
giants  has  had  its  advantages.  "From  the 
beginning,  our  systems  had  more  'open' 
characteristics  than  many  of  our  competi- 
tors' systems.  That's  because  we  were 
smaller  and  had  to  be  nimble.  We  had  no 
choice  but  to  'plug  and  play'  with  lots  of 
other  machines.  The  large  companies,  such 
as  IBM,  didn't  have  to  be  flexible.  In  fact, 
they  wanted  to  build  walls  around  their  products." 

In  the  open  systems  market,  where  hardware  is 
viewed  as  a  commodity,  software  now  rules.  Five  years 
ago,  customers  worried  that  not  enough  Unix  applications 


partnerships  with  CA 
and  HP,  andothe/s, 
to  quiet  user  concerns 
about  the  availability 
o  f  management  tools 


were  available.  Today,  Unix  applica- 
tions abound.  "Applications  availability 
goes  at  the  top  of  the  list  for  a  successful 
open  enterprise  strategy,"  says  Steve 
Gardner,  DG's  vice  president  of  market- 
ing and  formerly  president  of  Integris. 
"The  first  question  the  smart  customer 
asks  is,  'Can  you  solve  my  specific  busi- 
ness problem?'  If  we  can't  answer  'yes' 
that's  the  end  of  the  meeting.  In  today's 
marketplace  you  have  to  be  open  sys- 
tems experts.  If  you  don't  have  the 
expertise,  you  cannot  compete." 
Accordingly,  DG  has  forged  strong  partner  relationships 
with  leading  providers  of  software  applications,  like  Oracle 
and  Computer  Associates,  and  the  company  continues  to 
build  "best  fit"  relationships  worldwide  that  increasingly 


Milesl 


estones 

Highlights  from  the  25-year  history 
o  f  Data  General 


1968 

Data  General  Corporation 
begins  operations  in  a  beauty 
parlor  in  Hudson,  Mass. 
Nine  mondis  later  the 
company  introduces  its 
Nova  minicomputer. 


I 
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1975 

Data  General  introduces  the  ECLIPSE  C/300, 
the  industry  's  first  minicomputer  targeted  for  die 
commercial  business  marketplace. 


1980 

Data  General's  first  32-bit 
computer,  the  Eclipse 
MV/8000,  is  introduced.  The 
development  effort  for  its 
"Eagle  project"  is  chronicled 
in  Tracy  Kidder's  Pulitzer-, 
prize  winning  novel,  "Soul  of 
a  New  Machine." 


DG's  first  office  automation  software 
package,  the  Comprehensive 
Electronic  Office  (CEO)  is  introduced. 
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extend  into  co-marketing.  Today,  DG  offers  more  than 
3,000  applications  for  Aviion  systems.  This  includes  five- 
enterprise  "Portfolio"  partnership  divisions:  Enterprise 
Management,  Development  Tools,  Integrated  Financials, 
Corporate  Infrastructure  Solutions  and,  one  of  the  most  in 
current  demand,  Applications  Reengineering. 

Today,  most  medium  and  large  enterprises  are  involved 
in  business  process  reengineering,  which  generally  leads  to 
significant  changes  in  information  technology.  Applications 
Reengineering  ensures  that  the  IS  roadmap  matches  the 
business  process  roadmap.  One  type  of  Applications  Re-engi- 
neering, called  rehosting,  involves  the  replication  of  an  entire- 
software  environment — compiler,  database  and  network  con- 
nections— on  a  new  platform.  Rehosting  may  require  that 
applications  be  recompiled  and  run  through  tools  and  filters 
so  they  can  operate  on  the  new  systems  platform. 

A  state-of-the-art  open  systems  environment  can  facili- 


tate the  rehosting  process.  Steve  Gardner  cites  the  inte- 
grated offering  of  Oracle's  financial  applications  with  I  )ata- 
logix's  Gemms  process  control  applications  that  run  on  top 
of  Aviion  and  utilize  Clariion  systems.  "This  suite  meets 
the  needs  of  complex  organizations  in  transition  from  the 
mainframe,"  he  says.  "By  integrating  Financials  and  manu- 
facturing on  top  of  a  highly  reliable  client-server  platform, 
we've  done  something  that  could  not  have  been  done  in  a 
mainframe  environment." 

The  success  of  DG's  applications  suites  owes  much 
to  the  robustness  of  I  )G/l  'X,  the  first  I  fnix  operat- 
ing system  to  market  with  highly  available  sym- 
metric multiprocessing.  DG/UX,  working  in  conjunction 
with  Tuxedo,  a  leading  open  systems  transaction  monitor, 
brings  transaction  processing  support  into  a  highly  available- 
open  system.  Data  General  also  led  the  market  with  the 
Clariion  open  systems  storage  devices,  and  is  still  the  only 


1988 

At  a  New  York  investment 
analysts'  meeting,  Data  General 
becomes  one  of  the  first  proprie- 
tary computer  manufacturers  to 
announce  that  it  will  begin  sell- 
ing Unix-based  open  systems 
using  standard  microprocessors. 


1992 

I  X  i  expands  its  open 
systems  product  line  by 
unveiling  the  ( ]I  ,  ARiiON 
fault-tolerant  (RAID) 
storage  systems.  I  Isers  of 
IRM  and  Sun  I  Jnix- 
based  systems  will  also 
be  able  to  use  the  new 
storage  equipment. 


1989 

D(;  shows  its  AViiON 
open  systems  server  line  at 
the  I  Jniforum  Trade  Show 
in  San  Francisco. 


1993 

Data  General 


announces  its  powerful 
ne  w  AViiON  AV 
9500  family,  capable  of 
processing  1,600  MIRS 
(million  instructions 
per  second).  With  over 
.  20,000  systems  sold, 
die  current  AViiON 
installed  base  is  valued  ' 
at  $1  billion. 


.S-V 
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vendor  offering  an  open  systems  tape  backup  device.  "We 
weren't  the  first  to  push  I  Fnix,"  notes  Steve  Gardner,  "but 
we  were  one  of  the  first  companies  to  do  it  in  the  huge  com- 
mercial marketplace.  Those  who  espoused  Unix  before  us 
focused  on  engineering  and  back  office  applications." 

DCs  developers  have  maintained  a  I  nix  shell  compat- 
ible with  mainstream  I  fnix  flavors  and  dominant  standards, 
such  as  XPG3  and  the  emerging  XPG4  and  Spec  1170 
standards.  They  also  incorporated  additional  features  and 
higher  levels  of  performance.  "We're  spending  more  than 
two-thirds  of  our  Rc<I)  dollars  on  software,"  says  Tom 
West.  "That's  about  double  what  the  software/hardware 
breakout  was  just  four  years  ago."  West  regards  software  as 
the  principal  source  of  intellectual  value  that  the  company 
can  add  to  the  commodity  economics  computing.  "It's  soft- 
ware that  enables  you  to  put  together  all  those  inexpensive 
microprocessor-based,  jelly  bean  components,"  he  says, 


"and  scale  them  up  to  do  enterprise-level  computing." 

The  shift  of  emphasis  to  software  should  continue  to 
accrue  benefits  to  both  I)G  and  its  customers.  "Today, 
when  you  put  together  pieces  of  hardware,  the  new  tech- 
nology life  expectancy  is  two  years  at  best,"  West 
explains.  "But  once  you  solve  a  key  software  problem,  you 
have  a  strategic  opportunity  that  can  last  across  several 
product  generations." 

In  all  its  activities,  whether  dev  eloping  hardware,  software 
or  new  partnerships,  Data  General  maintains  a  common- 
sense  approach  to  building  solutions  to  business  prob- 
lems. "Our  culture  as  a  small  company  serving  customers  on 
a  global  scale  demands  pragmatism,"  says  Steve  Gardner, 
"in  every  aspect  of  what  we  do."  Ron  Skates  adds:  "We 
focus  on  delivering  systems  and  solutions  that  work.  That 
may  mean  we  have  to  sacrifice  elegance  for  common  sense. 
If  that  is  the  case,  we  will  make  the  trade-off  any  day." 


Tke  Mosl  Frequently 
AsLed  Questions 


Q 


The  following  are  answers  to  the 
questions  infonnation  executives 
most frequently  ask  Data  General 


What  is  your  strategy  for  the  open  enterprise? 


\.  We  are  committed  to  achieving  a 
leadership  position  in  the  high-end 
enterprise -computing  marketplace.  We 
will  accomplish  this  by  providing  the 
industry's  most  complete  and  open  solu- 
tion. This  includes:  our  powerful  family  of 
A\  ii(  )N  servers,  our  CLARii( )N  open 
storage  products,  our  DG/UX  operating 
System  and  our  worldwide  service  and 
systems  integration  capabilities.  In  addi- 
tion, we  work  with  a  number  of  the 
industry 's  leading  enterprise  software 

is  in  pro\  ide  a  software/service 
■  i  >b     \  on  proven  open  systems 
:i  signs  ar  epts. 


What  are  the  near-term  advantages  for  organizations 
that  choose  Data  General  as  a  supplier  of  open  systems? 


A:  Our  server  systems'  processing 
performance  has  doubled  every  two 
years  or  less  and  we  expect  this  to 
continue.  We  have  added  numerous 
software  applications  to  out  list  of  over 
3,000,  with  a  number  of  development 
tools,  enterprise  management  systems 
and  integrated  financial  packages  due 
for  delivery  in  the  first  quarter  of  1994. 
We  have  also  recently  organized  to 
deliver  a  full  range  of  systems 
integration  services  to  our  open 
enterprise  customers. 


Q 


Can  today's  Unix-based  systems  really  handle  the  needs 
of  enterprise-wide  computing? 


A:  Yes  it  can.  Rev  enues  from  Unix-based 
systems  have  been  growing  at  a  rate  of  20 
percent  per  year  in  the  commercial  mar- 
ketplace. In  fact,  the  commercial  market 
for  I  Inix  is  larger  than  the  technical  area. 
One  of  the  primary  reasons  for  this  growth 
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Data  General  invests  a  healthy  10  per- 
cent of  irs  billion  dollars  in  annual  rev- 
enue in  research  and  development. 
"Kven  so,  we  know  we  can't  outspend 
our  competitors,"  admits  Joel  Schwartz, 
vice  president  of  the  Aviion  Business 
Unit.  "  Therefore,  we  try  to  focus  clearly 
and  act  aggressively.  For  instance,  we 
have  been  shipping  DG/UX  for  several 
years  with  strong  support  lor  high  avail- 
ability and  symmetric  multiprocessing. 
Other  much  larger  Unix  providers  have 
yet  to  deliver  either  capability." 

Multiprocessing  plays  a  central  role  in  Data  General's 
open  enterprise  strategy.  "In  environments  where  there 
are  a  large  number  of  transactions  happening  very  fre- 
quently, processing  against  extraordinarily  large  databas- 


"We  can  /  outspend 
all  our  competition  on 


R&D, "  s//ys  Vice  President 
Joel  Schwartz,  "but 
we  try  to  focus  clearly 
and  act  aggressive/i1' 


es,"  said  Schwartz,  "multiprocessing 
helps  die  user  get  the  most  out  of  his 
technology." 

I)(j  continues  to  proselytize  for  Unix, 
but  the  company's  engineers  and  man- 
agers no  longer  feel  like  missionaries  in  a 
proprietary  wilderness.  "  The  world  has 
finally  discovered  that  you  can  build  Unix 
operating  systems  that  are  stable  for  run- 
ning business  applications,"  Skates  says. 
"And  it  turns  out  that,  instead  of  being 
harder  to  program — as  many  people  insist- 
ed— they're  actually  easier  to  program." 
"If  there  is  any  lingering  concern,"  adds  West,  "it's  that 
a  lot  of  the  management  tools  that  were  av  ailable  to  IS  v  ia 
proprietary  systems  are  just  beginning  to  tome  into  today's 
1  inx  implementations.  Data  General  has  responded  to  this 


is  the  increasing  availability  of  enterprise 
software  applications,  for  example,  we 
now  have  a  software  portfolio  of  more 
than  3,000  applications.  It  includes 
applications  that  meet  all  users'  needs, 
from  dev  elopment  and  application 
rehostihg  t<  iols  ro  enterprise-wide 
management  software. 


Q 


Q 


What  plans  do  you  have  to  increase  systems  management 
and  relational  database  capabilities  lor  your  products? 


A:  Two  of  our  partnerships  w  ere 
strengthened  recently  The  timetable  for 
bringing  the  ( lomputer  Associates  ( !A- 
UNICENTER  systems  management 
product  ro  the  AViiON  platform  has 
been  accelerated  by  six  months.  Also, 
beta  software  is  available  now  for  major 
customers  with  general  av  ailability 
planned  for  the  first  Quarter  of  1994;  We 
have  a  similar  timetable  for  the  Oracle 
Parallel  Server  for  the  AViiON  platform. 
Our  company  demonstrated  the 
industry's  first  open  systems  four-way 
cluster  running  Oracle  Parallel  Serv  er 
using  its  new  AViiON  AV  5500  servers. 


How  significant  will  the  growth  of  Unix-based  open 
systems  be  in  the  commercial  marketplace? 


\l  We  believe  that  open  enterprise 
computing  is  the  industry's  most 
dramatic  development  since  the  desktop 
personal  computer  forev  er  changed  low- 
end  business  computing.  Operi- 
etiterprise  servers  will  create  a  similar 
change  in  high-end  computing.  This 
new  enterprise  computing  model 
provides  mainframe-class  power, 
reliability  arid  features  ar  a  fraerion  of 
mainframe  cost. 


Q 


How  are  you  doing  in  today's  marketplace? 


A:  According  to  a  recent  report  from 
International  l)aia(  lorp.,  our  AViiON 
computer  line  was  the  I LS.  market  share 
leader  in  medium-scale  I  'nix-based  sys- 
tcinsin  1992.  IDG  also  noted  that  our  • 
AVii(  )N  systems'  business  growth  rate 
w  as  more  than  four  rimes  t  hat  of  the  over- 
all I  nix  marketplace  in  both  1991  and 
1992.  And  this  w  as  before  we  shipped  our 
new  high-end  AViif  )N  AV  9500  line.  * 
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concern  through  partnerships  offering  enterprise  manage- 
ment tools — including  Unicenter  from  Computer  Associ- 
ates, and  a  combination  of  1  lewlctt-Packards's  Open  View 
with  Digital  Analysis  Corporation's  OS/Eye  Node. 

"We  have  traveled  a  somew  hat  tortuous  path,"  Skates 
admits.  "But  through  the  experience  of  growing  this  open 
systems  business  we  have  acquired  valuable  expertise." 
As  a  result,  the  demand  for  Data  General's  systems  inte- 
gration services  is  growing  rapidly.  Skates  has  responded 
by  hiring  Don  Xereski,  who,  as  vice  president  of  U.S.  area 
operations  for  I  )igital  Equipment,  had  that  company's  sys- 
tems integration  business  among  his  responsibilities. 
"Don  is  an  experienced  executive  who  has  broad  hard- 
ware knowledge,"  notes  Skates. 

No  major  transition  of  the  type  Data.  General  has  under- 
gone can  be  achieved  without  struggle.  "It's  no  secret  our 
revenues  have  been  flat,"  Skates  says.  He  explains  that  it 


has  been  necessary  to  balance  the  company's  need  for  prof- 
itability against  the  demands  of  maintaining  a  worldwide 
sales,  distribution  and  service  infrastructure  and  simultane- 
ously investing  in  a  major  growth  business.  Bui  Skates 
makes  it  clear  that  the  carefully  chosen  strategic  path  has 
proven  to  be  a  worthwhile  one,  and  the  resources  devoted 
to  open  systems  servers  and  storage  products  will  continue 
to  deliver  price/performance  benefits. 

"  The  move  of  IS  to  open  systems  has  taken  place  more 
slowly  than  we  expected,"  West  says.  "Perhaps  we  under- 
estimated the  culture  change  required,  but  changes  in  the 
real  world  always  take  longer  than  computer  vendors  tend 
to  expect.  It  now  seems  to  me  that  for  mosr  IS  organiza- 
tions the  open  systems  revolution  has  barely  started,"  West 
adds.  "But  it  has  started  and  it  is  a  revolution — the  most 
dramatic  development  in  our  industry  since  the  PC 
changed  low-end  business  computing  forever."  ♦ 


Soul  of  a 

NewC 


ompany 


Winning  the  technology,  war 
means  getting  there  fu  st 


The  Pulitzer  Prize-winning  book, 
"Soul  of  a  New  Machine,"  by 
Tracy  Kidder,  focused  public 
intention  on  computer  technology  by 
documenting  the  efforts  of  a  small 
systems  development  team  led  by  Tom 
West  to  design  Data  General's  first  32- 
bit  computer,  the  lielipse  MV/8000, 
in  1980.  Now  the  company's  Senior 
Vice  President  for  Advanced  Develop- 
ment, West  personifies  its  technology- 
based  heritage. 

"A  lot  of  what  we're  doing  today,  is 
exact!)  \\  hal  we've  been  doing  since  the 
early  70s,"  says  West.  "We  are  taking 
superior  technology  and  packaging  it  in 
a  way  that  commercial  computer  users 
can  take  advantage  of  it.  Cutting-edge 
technology  always  gets  integrated  into 


die  university  or  research  laboratory 
before  it  gets  into  commercial  comput- 
ing, but  it's  always  been  Data  General's 
belief  diat  the  commercial  marketplace 
is  more  enduring," 

Yet  die  overall  pace  of  technology 
has  made  significant  changes  in  die  com- 
pany's approach  to  new  products.  West 
explains,  "research  and  development 
now  must  be  more  closely  integrated 
with  die  sales  and  marketing  side  dian 
diey  did  when  we  were  building  propri- 
etary systems  diat  took  as  many  as  five 
>  en  s  to  bring  out.  Today,  since  product 


"Now  instead  of  buying  mediocre  technology  from  ont 
provider,  you  can  choose  best-of-breed  technology 
from  whomever  offers  it,"  says  lorn  West 

cy  cles  have  gotten  so  much  shorter,  you 
really  can  fill  a  perceived  need  radier 
quickly ."  West  say  s  the  principal  issue 
for  computer  systems  v  endors  is  no 
longer  designing  the  fastest  chip,  the 
fastest  bus,  or  the  fastest  disk.  "The 
problem  now,"  he  asserts,  "is  how  to 
get  the  latest  commodity  technology 
integrated  into  your  product  line  before 
your  competitors  do."  ♦ 
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REENGINEERING 


The  Power  of  One  Employee 

On  the  front  lines  of  the  credit  card  wars,  Robert  Turner  is  about  to  de//g/if  a  customer 
"AT&T  Universal  Card,  may  I  help  you?" 

The  caller,  a  cardholder  from  Vermont,  says  a  friend  of  hers  is  stuck  at  the  Los 
Angeles  airport  without  money  or  credit  cards.  He  had  been  intending  to  go  backpack- 
ing with  a  companion,  but  the  friend  hadn't  shown  up.  The  woman  wonders  what  Uni- 
versal Card  can  do. 

Turner  knows  that  hotels  generally  don't  accept  credit  card  numbers  over  the 
phone,  but  he  decides  to  try  anyway.  The  first  hotel  manager  recites  the  official  line  in 
saying  no,  but  offers  to  fax  a  list  of  other  hotels  in  the  area.  Perhaps  they  might  be  more 
flexible.  Turner  works  his  way  down  the  list,  making  about  a  dozen  calls,  until  he  reach- 
es the  last  name,  Holiday  Inn.  Succumbing  to  Turner's  persuasion,  the  manager  there 
agrees  to  the  unusual  request — charging  a  room  for  one  person  in  Los  Angeles  on  the 
card  of  another  person  in  Vermont.  Turner  faxes  him  the  authorization  on  Universal  let- 
terhead. The  associate  even  gets  Holiday  Inn  to  send  a  shuttle  to  the  airport  to  pick  up 
the  stranded  man  and  give  him  a  discount  on  the  room.  Elapsed  time  of  service:  per- 
haps an  hour. 

For  his  unusual  efforts,  Turner  won  the  Power  of  One  award,  a  $200  bonus  that 
goes  to  Universal  employees  who  show  outstanding  initiative.  Phone  representatives 
have  been  known  to  personally  deliver  credit  cards  to  local  Jacksonville  customers  who 
needed  them  quickly,  or  even  to  put  charges  on  their  own  credit  cards. 

Such  service  is  identified  by  peers  in  the  quality  department,  who  randomly  evalu- 
ate conversations  for  rudeness,  accuracy  of  information  and  so  on.  The  monitor's  com- 
puter mimics  the  associate's,  allowing  the  quality  control  person  essentially  to  look  over 
the  shoulder  of  the  phone  rep  to  see  whether  he  is  managing  his  windows  effectively.  In 
addition,  each  member  of  the  "B"  team,  those  executives  who  report  to  CEO  David 
Hunt,  are  required  to  listen  in  to  calls  for  two  hours  each  month. 


continued  from  page  48 
ture  links  a  caller's  account  informa- 
tion with  his  or  her  home  phone  num- 
ber. On  evenings  and  weekends — the 
times  customers  tend  to  call  from  their 
own  phones — ANI's  "hit  rate"  is  about 
80  percent.  By  bringing  the  account 
information  to  the  screen,  AN1  saves 
the  phone  reps  12  seconds  in  keystroke 
time  and  reduces  the  chance  of  errors. 
On  average,  Universal  figures  it  saves 
3.5  cents  on  every  call  that  is  automati- 
cally identified. 

Universal  Windows  (Uwin),  the  cus- 
tomer service  platfonn  that  replaced  the 
nonintegrated  service  terminals,  was 
rolled  out  in  October  1991,  with  $20 
million  in  Sun  Sparcstation  SLC  work- 
stations serving  as  the  front  end. 
Uwin's  database  resides  on  four  AT&T 
System  7000  Unix  processors,  but  will 
be  moving  to  NCR  3550  Unix  systems. 
But  even  this  configuration,  just  two- 
and-a-half  years  old,  is  slated  for  reengi- 
neering  this  year  as  Universal  continues 
to  chum  its  systems  in  search  of  faster 
response  times  and  greater  flexibility. 

One  of  the  areas  that  has  received 
the  most  technology  attention  is  the 
labor-intensive  customer  service  opera- 
tion, which  employs  most  of  Univer- 
sale 1,900  associates  (of  2,700  total 
employees).  Any  technology  that  can 
shave  a  few  seconds  from  the  average 
customer  phone  call — which  currently 
lasts  about  three  minutes — translates 
to  a  direct  savings  of  several  cents. 
Phone  representatives  field  about  1.2 
million  telephone  inquiries  per  month 
and  answer  95  percent  before  20  sec- 
onds have  passed. 

Jim  Kutsch,  head  of  AT&T's  com- 
puter and  network  services,  believes 
that  technology  can  reduce  this  20  sec- 
onds to  five.  Part  of  the  saving  should 
come  from  analyzing  the  call-manage- 
ment database  and  then  providing  the 
staffing-control  organization  with  better 
information.  With  access  to  these  kinds 
of  data,  IT  would  be  able  to  predict 
caller  demand  on  a  particular  day  and 
shift  associates  from  the  claims  depart- 
ment as  needed  to  answer  phones. 

Another  technology  being  tested 
internally  is  a  voice-recognition  unit 
for  callers  who  don't  have  touch-tone 
service  (about  one-third  of  all  Ameri- 


cans) or  those  who  prefer  to  speak  to  a 
representative.  Universal  had  been 
experimenting  with  voice  response  on 
line  but  found  that  customers  became 
confused.  Once  they  called  and 
reached  the  voice-response  unit,  they 
expected  to  get  it  every  time.  For  Uni- 
versal the  technology  can  reduce  costs 
by  more  than  a  factor  of  10.  A  cus- 
tomer who  uses  the  voice-response 
unit  costs  Universal  20  cents;  it  costs 
$2.50  for  an  associate  to  service  the 
same  customer. 

The  new  emphasis  on  emerging 
technologies  is  part  of  a  startup  philos- 
ophy that's  still  operative  at  Universal. 
As  described  by  Davis:  "We  have  to  be 
willing  to  abandon  any  technology,  if 
necessary,  in  order  to  move  forward." 

Technology  is  not  all  that's  chang- 
ing in  Jacksonville.  One-third  of  the 
work  force  here  now  operates  in  pilot 
self-directed  teams.  The  original  train- 
ing curriculum,  which  taught  new 


employees  job  skills,  now  focuses  on 
behavior  training,  including  ways  to 
influence  people,  how  to  negotiate  and 
how  to  resolve  conflicts.  Ultimately, 
many  supervisory  positions  in  Jack- 
sonville will  disappear  as  Universal 
raises  the  ratio  of  associates-to-supervi- 
sor  from  the  current  20-to-l. 

Universal  also  agreed  on  its  own 
values:  mutual  respect,  teamwork,  con- 
tinuous improvement,  sense  of  urgency 
and  customer  delight.  Employees  share 
an  interest  in  the  daily  performance 
numbers:  one-365th  of  everyone's 
annual  bonus  hinges  on  making  96  per- 
cent of  the  performance  indicators. 
Associates  can  earn  as  much  as  12  per- 
cent of  their  annual  salary  in  bonuses. 

At  the  new  Universal,  it  boils  down 
to  measurement  and  feedback.  How 
seriously?  A  giant  calendar  in  the  cafe- 
teria announces  the  previous  day's  per- 
formance, as  do  ubiquitous  tv  screens 
hanging  throughout  the  buildings.  ® 
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Your 
Data 


The  company  jewels  are 
there,  locked  up  in  your 
mainframe  systems. 
You've  already  paid  tens 
of  thousands — if  not  mil- 
lions— to  collect,  process 
and  store  them.  Your 
marketing  and  sales 
people  are  begging  for 
access.  What  to  dol 
Read  on. 
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By  Alice  LaPlante 

H 

Ybur  IS  department  has  buried  the 
family  data  jewels  in  inaccessi- 
ble places  throughout  the  enter- 
prise. No  one  seems  to  have  a  map  to 
all  this  treasure.  Sure  it's  safe.  But 
what's  the  point?  "Any  company  that 
doesn't  have  a  comprehensive  plan  to 
deliver  data  to  its  employees  will  miss 
the  boat,"  warns  Howard  Dresner,  pro- 
gram director  for  the  Gartner  Group, 
Stamford,  Conn. 

Don  Waddell  knew  he  had  excess 
petroleum  idling  in  storage  tanks 
throughout  Chevron's  nearly  100  U.S. 
refineries  and  marketing  terminals.  But 
untd  early  1993,  the  inventory  manager 
bad  no  way  of  quantifying  how  much 
:ash  was  tied  up — and,  subsequently, 
no  idea  how  to  free  it.  The  amount 
turned  out  to  be  a  staggering  $50  mil- 
lion. This  didn't  count  the  $5  million 
annually  it  cost  Chevron  to  finance  this 
excess  inventory.  "Mostly,  we  used  Big 
Chief  writing  tablets  to  track  invento- 
ry," Waddell  recalls. 

Pat  Ellis  shudders  when  he  remem- 
bers those  days.  Formerly  the  superin- 
tendent of  operations  coordination  for 
Chevron's  El  Segundo,  Calif.,  refinery, 
tie  is  now  on  special  assignment  to  the 
:ompany's  inventory  management  task 
force.  Recalls  Ellis,  "All  I  knew  was 
tiow  much  I  had  in  each  tank  at  my 
3wn  refinery  at  any  given  moment." 
Forget  about  looking  at  historical  trends 
it  his  own  facility,  much  less  knowing 
what  was  happening  at  other  Chevron 
sites.  Poor  Ellis.  He  was  responsible  for 
processing  the  right  amount  of  crude 
3il  and  delivering  to  market  terminals 
according  to  a  monthly  production 
plan.  His  ignorance  led  to  some  "seat  of 
the  pants"  management  decisions,  he 
admits. 

"We  have  to  hold  inventory  until 
marketing  is  ready  for  it,"  Ellis  ex- 
plains. "Unless  I  know  how  much 
:rude  oil  is  already  being  held  by  mar- 
keting— and  how  much  is  on  its  way  to 
me  on  supply  ships — it's  pure  guess- 
work figuring  out  how  much  to  pro- 
duce on  any  given  day." 

What's  maddening  is  that  the  data 
Ellis  needed  existed.  Somewhere  within 
the  bowels  of  Chevron's  San  Ramon, 
Calif. -based  Information  Technology 


Co.  (which  employs  some  2,000  people 
to  stoke  the  information  furnaces),  a 
wealth  of  valuable  data  was  hidden. 
Massive  transaction  databases  running 
on  mainframe  and  minicomputers  from 
IBM,  DEC  and  other  vendors  tracked  oil 
production  and  sales  data  in  infinitesi- 
mal detail  for  accounting  and  billing 
purposes.  Yet  there  was  no  way  for  line 
managers  like  Waddell  and  Ellis  to  get 
their  hands  on  it. 

The  answer — BIS  Software 

Enter  a  new  category  of  software 
tools  designed  to  break  down  the  tech- 
nological vaults  and  distribute  the 
wealth.  Called  business  intelligence  sys- 
tems (BIS),  these  desktop  tools  let  line 
managers  go  "data  dipping"  in  tantaliz- 
ing pools  of  suddenly  accessible  corpo- 
rate knowledge. 

Now,  by  2  p.m.  each  Friday,  Ellis, 
Waddell  and  other  interested  Chevron 


workers  can  sit  down  at  their  PCs  and 
use  Cognos  Corp.'s  PowerPlay  BIS  to 
call  up  vivid  graphics  that  show  how  oil 
moved  through  the  company's  supply 
chain  during  that  production  week. 

Managers  can  paste  the  numbers  to 
a  favorite  spreadsheet  or  word  process- 
ing program  for  further  analysis  or  re- 
porting. They  can  send  via  E-mail  rele- 
vant charts  and  figures  to  colleagues  at 
any  Chevron  site  in  the  country. 

Bottom  line:  They  can  do  their  jobs 
much  more  effectively.  "I  can  ramp 
production  up,  slow  it  down  or  hold 
steady — now  that  I  know  what's  hap- 
pening elsewhere,"  says  Ellis,  who  con- 
fesses to  having  been  technology  illiter- 
ate until  this  year.  "I  used  to  joke  that 
my  computer  was  just  a  $4,000  clock 
until  this  was  put  on  my  desk,"  says 
Ellis  of  the  Windows-based  inventory 
tracking  program  that  cost  Chevron 
$750,000.  "Now  I  can't  imagine  life 


How  to  Build  a  BIS 

1 .  Find  the  data.  Where  are  they  stored?  In  what  format?  Detective 
wannabes,  here's  your  chance  to  shine.  Don't  overlook  the  possibility  that  they 
are  in  nonelectronic  form,  locked  up  in  someone's  file  cabinet.  Not  all  depart- 
ments have  entered  the  computer  age. 

2.  Get  permission  to  take  them — no  easy  task.  Ever  think  of  joining  the 
diplomatic  corps?  Prepare  compelling  arguments  to  explain  why  you  should  be 
able  to  rifle  through  someone's  precious  departmental  records — not  to  mention 
make  them  readily  available  to  hordes  of  others. 

3.  Extract  what  you  need,  using  whatever  means  necessary. 

4.  Clean  and  consolidate.  Talk  about  mixing  oil  and  water.  This  application 
was  written  in. ..1958?  In  assembler  language?  And  in  this  one,  all  product  ref- 
erences are  coded  according  to  a  scheme  unique  to  the  widget  division?  Don't 
forget  to  take  note  of  the  fact  that  in  this  database  "sales"  refers  to  weekly  dol- 
lar revenues,  and  in  that  database,  to  daily  product  units  shipped  to  the  region- 
al distribution  center. 

5.  Convert  the  cleansed  data  to  your  data  warehouse  database  man- 
agement system  of  choice — probably  SQL-based  and  residing  on  a  server 
on  a  LAN  or  WAN. 

6.  Make  sure  your  desktop  BIS  tool — the  one  your  nontechnical  employ- 
ees will  be  using — can  "talk  to"  your  data  warehouse  database  man- 
agement system.  An  additional  conversion  step  might  be  necessary. 

7.  Are  we  done  yet?  Sort  of.  Now  repeat  steps  3  through  6  every  month, 
week  or  day,  depending  on  what  your  sanity  can  bear. 


Forbes  ASAP 


59 


I.T.  TRENDS 


L  IB6RATION 


without  it." 

A  very  Common  Problem 

How  common  is  the  sort  of  infor- 
mational black  hole  that  Chevron  dis- 
covered in  its  operations?  Very. 

In  a  recent  study  by  International 
Data  Corp.,  Boston,  of  200  companies, 
20  percent  said  they  are  critically  con- 


cerned about  it.  Respondents  said  pro- 
viding their  employees  with  access  to 
internal  databases  is  "a  major  compo- 
nent of  their  corporate  strategy  over  the 
next  12  months,"  according  to  Clare 
Gillan,  director  of  information  access 
research  for  IDC.  She  predicts  that  the 
market  for  BIS  tools  will  double  be- 
tween 1993  and  1997,  growing  from 


BIS  Tips 


•  It's  not  enough  to  pull  data  together  into  one  common  pool  and  simply 
print  out  reports.  Building  the  intermediary  data  warehouse  takes  you  only 
halfway.  Users  need  to  plunge  into  the  pool  and  dip  for  knowledge  themselves. 
No  BIS  is  complete  without  a  friendly  graphical  desktop  tool. 

•  Watch  for  cesspools  of  redundant  BIS  information  that  build  up  in  iso- 
lated departments.  Keep  everyone  informed  of  BIS  efforts  to  avoid  creating 
multiple  "shadow"  databases. 

•  Allow  plenty  of  time  for  "data  cleansing."  In  older  systems  especially, 

there  will  be  missing,  distorted  or  oddly  coded 
information  that  needs  to  be  formatted  in  a  con- 
sistent manner.  Don't  expect  to  be  able  to  auto- 
mate all  aspects  of  this  process — yet.  Sneaker- 
net  might  still  be  your  best  solution. 

•  Don't  ask  your  employees  what  they 
need.  This  will  be  such  a  new  concept  to  them 
that  they  probably  won't  know — at  first.  Make 
them  show  you.  Form  close-knit  working 
groups  that  include  technologists  and  line 
workers.  Do  lots  of  prototyping.  Build  and 

show  repeatedly.  You'll 
soon  be  overwhelmed 
with  suggestions. 

•  Above  all,  take 
initiative.  If  you 

don't  manage 
data  access  in 
an  orderly  fash- 
ion, users  will 
do  it  them- 
selves. Bad 
or  distorted 
data — and 
poor  business 
decisions — will 
result. 


"reelance  access  to  stored  data:  a  sure  road  to  chaos 


$784  million  to  more  than  $1.5  billion. 

"Too  many  important  and  expen- 
sive strategic  decisions  have  traditional- 
ly been  made  largely  on  the  basis  of 
anecdotal  evidence,"  agrees  Gartner 
Group's  Dresner.  "That's  not  an  option 
today.  Managers  need  real  operational 
data." 

Before,  this  simply  wasn't  possible. 
Data  were  locked  away  in  mammoth 
proprietary  mainframe  databases  inac- 
cessible to  all  but  the  propeller-heads. 
Most  corporations  managed  to  squeeze 
monthly  or  quarterly  paper  reports  out 
of  these  number-crunching  behemoths 
and  then  distributed  the  reports  to  only 
a  limited  number  of  interested  or  au- 
thorized employees.  Important  infor- 
mation eventually  "dribbled"  through 
an  organization — hardly  in  a  timely,  or 
even  reliable,  way. 

As  Chevron  found,  the  payback  for 
streamlining  data  access  can  be  enor- 
mous. However,  the  process  can  be 
painful.  Companies  need  to  choose 
their  projects  carefully. 

Says  Bob  Johnson,  associate  director 
of  software  services  for  Dataquest,  San 
Jose,  Calif.,  "I  advise  clients  to  identify 
those  situations  where  the  current  way 
of  getting  data  is  not  just  inconvenient 
but  completely  unacceptable.  You  real- 
ly need  to  be  motivated  to  see  these 
projects  through."  Agrees  IDC's  Gillan, 
"This  is  an  incredibly  difficult  and 
complex  process." 

First,  You  Have  to  Find  It 

Be  suspicious  of  anyone  who  paints 
a  too-rosy  picture  of  BIS  technology. 
Sure,  there's  a  substantial  payback.  But 
the  road  is  fraught  with  hazards.  "By 
the  time  you're  done,  it  looks  very 
much  like  one  of  those  Rube  Goldberg 
drawings,"  says  Dresner,  who  special- 
izes in  understanding  the  cumbersome 
nature  of  delivering  corporate  data  to 
business  users. 

First,  you  have  to  find  the  data — 
which  isn't  always  easy.  Jim  Seid,  a 
systems  analyst  for  Chevron's  technol- 
ogy group,  interviewed  more  than  100 
Chevron  employees  in  marketing,  dis- 
tribution and  production  to  pinpoint 
where  inventory  data  were  stored,  and 
in  what  format.  "We  found  that  about 
85  percent  of  what  we  needed  was 
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If  pur  phone  system 
was  this  inefficient 
you'd  fire  it  too. 


Spotting  a 
lazy,  inefficient 
employee  is  easy. 
Spotting  a  lazy, 
inefficient  phone 
system  is  a  bit 
more  difficult. 
However,  they  can 
both  drain  revenues 
right  off  your  company's  bottom  line.  Perhaps 
you  should  take  a  moment  and  give  your  phone 
system  a  little  evaluation. 


Software,  a  leading 
national  supplier  of 
loan  processing 
software.  After  they 
invested  $55,000. 
their  computer  and 
telephone  were  able 


o  work  together. 


Is  it  designed  to  lower  costs 


ROLMISpar,of.he    and  improve  customer  service? 

Siemens  family,  the 

world's  largest  pnvate     Can  it  make  employees  more 


communication 
systems  manufacturer 
Siemens  has  helped 
businesses  run  more 
efficiently  for  over 
1 40  years 


productive?  Will  it  help  generate 
more  revenue?  If  you  answered  no 
to  any  of  the  above  questions,  we 
have  only  one  suggestion:  Give  it  the  axe. 

Then  give  us  a  call.  Well  install  a  phone 
system  that  can  do  all  of  the  above.  And  more. 
Just  liiuk  w  hat  we  did  for  ( iontour 


Now,  Contour  can 
quickly  identify  customers  when  they  call  and 
have  recovered  an  unexpected  $75,000  in  fees 
from  unlicensed  sites. 

If  you'd  like  to  find  out  how  your  company 
can  get  that  same  kind  of  competitive  edge,  just 
give  us  a  call.  We  ll  send  you  a  free  booklet 
called   101  Ways  To  Make  Or  Save  Money  With 
Your  Phone  System? 

Then  close  your  office  door. 

It  s  time  to  have  a  word  with  your  phone. 


A  Siemens  Company 

1-800-R0LM-123  ext.  FA1 
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stored  somewhere  electronically,"  he 
says.  "But  this  was  scattered  through- 
out a  number  of  different  databases 
across  different  computers  all  over  the 
continent." 

Then  there  is  the  Herculean  task  of 
tapping  into  existing  databases — many 
of  them  decades  old  and  built  with 
transact  ion  technologies  such  as  IBM's 
IMS  or  older  (and  thus  less  flexible) 
languages  like  Cobol  or  Fortran — and 
extracting  the  relevant  data.  These 
data  then  need  to  be  "cleansed,"  for- 
matted and  transferred  electronically 
to  some  accessible  place — usually  an 
SQL -based  "data  warehouse"  that  re- 
sides on  a  LAN  or  WAN  server  (see 
sidebar,  page  59). 

Reconciling  the  way  data  arc  stored 
in  various  legacy  databases  can  be  a 
major  headache,  as  Monsanto  Co.  dis- 
covered. In  1992  the  St.  Louis-based 
manufacturer  started  building  a  BIS  to 


better  track  the  actual-versus-projcctcd 
costs  of  ongoing  engineering  projects. 
Although  one  Digital  Equipment  Corp. 
VAX  database  tracked  the  hours  that 
individual  employees  worked  on  each 
project,  another  database  summarized 
all  ongoing  expenses — including  per- 
sonnel costs — by  dollar  amounts. 
Worse  still,  the  second  database 
tracked  these  costs  according  to  gener- 
al engineering  disciplines,  not  individ- 
ual projects.  "Matching  all  this  turned 
out  to  be  more  complex  than  we  had 
imagined,"  says  George  Blair,  an  infor- 
mation systems  coordinator  for  the  BIS 
effort. 

Although  this  staging-and-cleansing 
process  should  be  automated,  that  is 
often  impossible.  "At  our  Hawaii  refin- 
ery, they  kept  inventory  records  on  a 
DEC  PDP-11,"  recalls  Seid.  "The  best 
way  to  get  those  data  to  our  Califor- 
nia-based Oracle  data  warehouse 
turned  out  to  be  copying  the  data  to  a 
floppy  diskette,  walking  over  to  a  near- 
by PC,  uploading  it  from  there  to  our 
IBM  3090  mainframe  in  California  and 
finally  downloading  it  onto  our  Oracle 
server." 

A  recent  survey  by  the  Yankee 
Croup,  Boston,  shows  that  senior  tech- 
nology executives  arc  aware  of  this 
problem,  according  to  John  Mann,  se- 
nior analyst.  Acquiring  expertise  in 
client/server  computing  was  the  execu- 
tives' chief  concern  (scoring  4.16  out  of 
5),  though  worries  about  the  need 
to  coordinate  data  storage  meth- 
ods ran  a  surprisingly  close 
second  (3.9  out  of  5).  Ex- 


ou  may  be  able  to  tap  in,  but  can  you  control  what  you  get? 


ecutives  understand  that  it's  difficult 
for  employees  on  the  firing  line  to  get 
answers  to  what  should  be  relatively 
straightforward  questions,  says  Mann. 

Finally,  users  need  extremely  friend- 
ly BIS  tools  to  help  them  extract  the 
correct  information  from  the  often 
overwhelming  amount  of  data  that 
confronts  them.  Ideally,  a  desktop  BIS 
system  offers  three  things.  First,  a 
friendly  (meaning  graphical)  way  to 
navigate  the  electronic  reports  that  also 
enables  users  to  "drill  down"  into  the 
details  of  corporate  transactions.  Sec- 
ond, the  ability  to  manipulate  and  ana- 
lyze data  in  a  complex  fashion  on  an  ad 
hoc  basis.  And  third,  an  easy  way  to 
copy  and  paste  data  and  analyses  into 
other  applications  such  as  graphics  pro- 
grams, spreadsheets,  word  processors 
and  E-mail. 

Drowning  in  Computer 
Print-outs 

A  sure  sign  that  your  company 
needs  a  BIS  is  employees  spending 
hours  poring  over  stacks  of  computer 
print-outs  to  locate,  consolidate  or  ana- 
lyze data  that  are  already  stored  elec- 
tronically. This  isn't  a  case  of  automat- 
ing a  manual  procedure  but  rather  of 
leveraging  your  already  hefty  technolo- 
gy investment  in  data  collection  and 
storage. 

A  major  southeastern  telecommuni- 
cations firm  found  itself  in  this  situa- 
tion. "It  was  killing  them  to  manually 
calculate  and  pay  commissions  to  sales 
reps  every  month,  even  though  the 
necessary  data  already  existed  in  the 
mainframe  billing  system,"  says  Don 
Parker,  a  senior  consultant  at  Diversi- 
fied Business  Systems  Inc.,  Atlanta. 
DBS  built  a  BIS  application  for 
the  telecommunications  com- 
pany using  Nomad,  a  4GL  re- 
lational database  management 
system  horn  Must  Software  Inter- 
national, Norwalk,  Conn.  Cal- 
culating commissions  for 
the  company's  600 
salespeople  used  to 
take  12  employees  three  full  weeks 
out  of  every  month.  Now  it  takes  just 
two-and-a-half  days. 

An  unanticipated  benefit  is  that 
the  project  is  helping  the  telecommu- 
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aications  firm  banish  the  specter  of 
commission  fraud.  Says  Parker,  "It's 
now  almost  impossible  for  a  sales  rep 
to  fake  'turn-ons'  without  being  de- 
tected." 

Beating  "Shadow  Data" 

A  word  to  the  wise:  If  you  don't 
help  your  employees  with  their  data 
access  problems,  they'll  try  to  solve 
them  on  their  own — often  with  dubi- 
ous results. 

"When  you  don't  provide  good  ac- 
cess to  important  data  in  a  controlled 
manner,  you  are  giving  people  a  strong 
incentive  to  take  it  in  an  uncontrolled 
manner,"  warns  Bob  Ostermann,  direc- 
tor of  IS  for  Air  France  North  America, 
New  York  City.  He  calls  this  process 
"creating  shadow  data."  Although  they 
might  resemble  the  real  thing,  there  is 
inevitably  a  distortion. 

Until  last  year,  Air  France's  all-im- 
portant sales  and  ticketing  data  were 
locked  away  in  the  corporate  Digital 
VAX  system.  Frustrated  by  their  inabil- 
ity to  get  hold  of  this  information,  em- 
ployees snatched  numbers  off  old  print- 
outs and  out-of-date  management  re- 
ports, and  plugged  them  into  PC -based 
spreadsheets  and  databases.  "Some  very 
dubious  conclusions  began  showing  up 
in  management  meetings,"  recalls  Os- 
tennann.  No  one  was  auditing  whether 
the  numbers  being  used  to  support 
these  conclusions  were  accurate. 

This  is  not  uncommon,  says  Yan- 
kee Group's  Mann.  "I've  attended  cor- 
porate focus  groups  where  CEOs  com- 
plain that  too  many  board  meetings  are 
ending  up  in  fights  about  the  accuracy 
of  the  numbers  rather  than  focusing  on 
the  business  issue  on  the  table." 

Then  there  are  employee  expecta- 
tions—which tend  to  skyrocket  when  a 
BIS  project  is  successful. 

IDC's  data  access  research  shows 
that  although  nontechnical  employees 
aren't  necessarily  good  at  predicting 
what  they  can  use,  they  become  awful- 
ly demanding  once  a  BIS  is  placed  in 
their  hands.  "They  suddenly  become 
aware  of  the  possibilities,"  says 
Stephen  Hendrick,  manager  of  applica- 
tion development  tool  5  for  3DC. 

In  the  study,  says   !  ,  almost 

a  third  of  now  BIS  users       |  nn  that 


they  wanted  new  data  as  soon  as  they 
were  available.  "This  'instantaneous' 
demand  is  something  that  most  cur- 
rent warehouse  solutions  can't  satisfy," 
he  says.  Generally,  the  snapshots  of 
legacy  data  are  taken  at  regular  inter- 
vals— once  a  week  or  once  a  month — 
and  made  available  to  nontechnical 
employees  at  that  time.  But  "users  are 
already  questioning  this  lag  between 
when  the  data  are  available  and  when 
they  can  actually  get  them,"  says  Hen- 
drick. "And  expect  employees  to  get 
more — not  less — demanding." 

QUICK  STUDY 

Volkswagen  Audi  Group:  Fewer 
Helping  Hands 

A  shrinking  work  force  can  force 
open  the  floodgates  to  corporate  data 
reservoirs.  In  July  1991  the  Volkswagen 
Audi  Group,  headquartered  just  north 
of  London,  discovered  just  that  after  re- 
vamping its  U.K.  operations  to  flatten 
management  hierarchy,  reduce  head- 
count  and  consequently  cut  costs. 

Volkswagen  divided  the  region, 
comprising  England,  Scotland  and  Ire- 
land, into  20  districts,  each  of  which 
contained  18  independently  owned 
dealerships.  A  single  manager  was  as- 
signed to  each  district  to  oversee  all  as- 
pects of  the  region's  parts,  vehicle  sales 
and  service  activities.  In  the  past  sepa- 
rate employees  had  been  dedicated  to 
each  of  these  functions.  Now  the  com- 
pany had  fewer  hands  to  sift  through 
the  volumes  of  computer  print-outs  de- 
tailing sales,  profitability  and  invento- 
ries for  the  nearly  400  car  dealerships. 
Volkswagen  knew  it  had  to  find  a 
more  efficient  way  to  funnel  data  to 
district  managers,  says  Kevin 
Watkins,  a  project  leader  for  the 
BIS  program  initiated  by 
Volkswagen  Audi  Group's 
Milton  Keynes  head- 
quarters. 

The  result:  BIS 
"to  go."  Dubbed  El 
Cid,  for  Electronic 
Corporate  Informa- 
tion Database,  the  new 
system  allowed  Volkswagen  to  close 
three  remote  offices  and  reduce  its  field 
management  force  from  nearly  50  em- 
ployees to  just  20. 


Again,  it  wasn't  that  the  data  didn't 
already  exist  in  electronic  form  within 
the  company's  IBM  3090  mainframe. 
The  problem  was  that  the  people  who 
needed  the  information — field  man- 
agers who  spend  the  majority  of  their 
time  traveling  between  dealerships — 
couldn't  get  their  hands  on  it. 

Before  El  Cid,  all  dealer  sales  per- 
formance and  inventory  information 
was  distributed  via  paper  reports. 
Monthly  statements  were  churned  out 
of  multiple  IBM  mainframe  host  appli- 
cations and  mailed  to  district  man- 
agers' homes.  "Obviously,  this  had  to 
change,"  says  Jacqui  Buxton,  office 
systems  planning  manager  for  Volk- 
swagen. The  reports  were  stale  by  the 
time  they  were  printed — and  this  was 
before  the  Royal  Mail  Service  de- 
voured several  more  days  of  valuable 
time.  And  all  too  often,  the  district 


Once  a  BIS  is  in  place,  people  may  thii 
of  it  as  their  private  data  source. 
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manager  would  be  traveling  when  a 
report  arrived,  further  delaying  receipt 
of  the  data.  "As  you  can  imagine,  this 
meant  sales  and  inventory  informa- 
tion wasn't  particularly  up  to  date.  By 
the  time  a  district  manager  received 
notice  of  what  vehicles  or  parts  a  deal- 
er had  in  stock,  it'd  be  wrong,"  says 
Watkins. 

In  a  series  of  weekly  meetings  with 
district  managers  and  ex-field  reps  now 
assigned  to  jobs  at  the  head  office, 
Watkins  and  Buxton  came  up  with 
three  key  infonnation  needs:  sales  data 
for  each  dealership's  consumer  business 
(on  vehicles,  parts  and  service);  equiva- 
lent sales  data  for  each  dealership's 
fleet  (commercial)  business;  and  market 
information  on  overall  industry  sales 
and  inventory  statistics. 

The  first  two  types  of  data  already 
existed  within  Volkswagen  databases. 
But  it  was  fragmented  among  various 
DB2  databases  on  an  IBM  3090  main- 
frame in  Milton  Keynes.  For  the  third 
type,  Buxton  licensed  a  monthly  mar- 
ket "feed"  of  auto  industry  statistics 
from  a  third-party  vendor,  London- 
based  Allison  &  Associates,  to  supple- 
ment Volkswagen's  own  internal  mar- 
ket-performance data. 

Now  data  are  extracted  every  night 
from  the  assorted  DB2  databases  using 
mainframe  utilities,  converted  to  ASCII 
files  and  downloaded  to  a  486-based 
file  server.  From  there, 


With  a  business  intelligence  system,  directing  information  right  where  you  want  it  is  more  than  a  pipe  dream. 


Server  database  running  under  OS/2. 
Using  a  BIS  product  called  Lightship 
from  Boston-based  Pilot  Software  Inc., 
compressed  data  cache  files  arc  then 
created  for  each  district  manager.  The 
files  contain  the  data  relevant  for  his 
dealerships.  Summary  statistics  for  the 
market  in  general  are  also  extracted  so 
that  managers  can  compare  the  perfor- 
mance of  their  dealerships  with  other 
Volkswagen  Audi  dealers  or  competi- 
tors' retail  outlets. 

Whenever  it's  convenient  during 
the  following  workday,  the  district 
manager  downloads  the  hie  over  stan- 
dard telephone  lines  onto  his  laptop. 
Then,  using  a  Windows-based  BIS 
analysis  tool  called  Lightship  Lens 
(also  horn  Pilot  Software),  the  district 
manager  simply  points  and  clicks  at 
appropriate  icons  or  menu  items  to 
find  out  what  has  happened  in  his  area 
through  the  end  of  the  previous  busi- 
ness day. 

Says  Watkins,  "A  manager  can  see 
how  a  particular  Volkswagen  dealer 
compares  to  others  in  terms  of  sales, 
service  or  inventory  management.  Or 
how  his  or  her  entire  district  stacks  up 
against  the  market  in  general." 

The  district  managers — most  of 
whom  had  never  before  touched  a  key- 
board— are  enamored  of  El  Cid  and  are 
already  clamoring  for  enhancements, 
says  Buxton.  For  example,  they'd  like 


vehicle  sales  figures  to  be  displayed  ac- 
cording to  whether  gas  or  diesel  en- 
gines were  sold.  They've  also  requested 
that  customer  satisfaction  surveys  be 
remotely  accessible. 

Demand  for  El  Cid  has  grown  be- 
yond what  Buxton  expected.  "We  de- 
signed this  for  our  remote  district 
managers.  Now  the  head  office  has  re- 
alized it'd  be  valuable  for  them  as 
well,"  she  says. 

QUICK  STUDY 
Pitney  Bowes:  Auditing 
Financials  from  Afar 

Pete  Maduri  had  long  been  frustrat- 
ed with  the  slow  flow  of  data  that 
seeped  to  financial  analysts  and  operat- 
ing managers  throughout  Pitney 
Bowes'  domestic  mailing  systems  oper- 
ations. "We've  needed  an  easy-to-use  fi- 
nancial information  system  for  some 
time,"  he  says. 

Stamford,  Conn. -based  Pitney 
Bowes  Inc.  is  a  $3.4  billion  manufactur- 


ers 
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er  and  marketer  of  mailing  and  office 
systems,  supplies  and  services.  The 
mailing  systems  line  is  the  firm's  old- 
est and  largest  unit,  which  now  makes 
and  sells  facsimile  and  weighing  sys- 
tems in  addition  to  traditional  mailing 
machines.  This  unit  accrued  $1.8  bil- 
lion in  worldwide  sales  in  1992. 

As  controller,  it  is  Maduri's  job  to 
make  sure  that  each  of  the  200  remote 
sales  offices  and  three  major  product 
lines  are  performing  up  to  plan.  How- 
ever, he  needed  more  help  than  he  was 
getting  from  the  existing  information 
:hain.  "Finally,  it  seemed  as  though 
me  technology  was  ready,"  says 
Vladuri.  He  initiated  a  major  BIS  pro- 
ect  in  late  1992. 

Ready,  indeed.  Two  modules  of  the 
imbitious  scheme  are  complete  and 
ready  to  be  rolled  out.  Three  other 
3romising  modules  are  in  the  works. 
Jsing  a  Windows-based  BIS  product 
:alled  Forest  &  Trees  from  Trinzic 
Dorp.,  Palo  Alto,  Calif.,  each  Pitney 
3owes  manager  can  now  access  from 
ler  desktop  PC  vivid  graphic  displays 
)f  both  "written"  unit  sales  (products 
ordered  by  customers)  and  the  resulting 
evenues  across  all  product  lines.  She 
;an  point  and  click  a  mouse,  and  drill 
lown  to  see  how  each  of  Pitney  Bowes' 
;ix  regional  sales  divisions — or  any  of 
he  district  sales  offices  within  those 
livisions — contributed  to  sales.  And 
nanagers  can  examine  summary  statis- 
ics  that  may  reveal  surprising  cus- 
omer  patterns  or  trends. 

Soon,  Pitney  Bowes  managers  will 
lave  at  their  fingertips  information  on 
'installed"  sales — that  is,  products 
hat  have  been  delivered  to  customers, 
ncluded  will  be  figures  on  revenues 
md,  eventually,  expenses  for  each 
>roduct  manufactured  and  sold  by  the 
:ompany. 

"We  already  had  this  information  in 
)ur  databases,"  says  Maduri.  "Theoreti- 
:ally,  any  operating  manager  should 
lave  been  able  to  see  how  any  division 
>r  office  was  doing,  how  it  did  last  year 
md  how  it  was  measuring  up  to  plan." 
fet  this  wasn't  happening.  Employees 
vere  overwhelmed  by  the  sheer  mass 
)f  the  paper  generated  every  month  by 
he  massive  IBM  DB2  mainframe  data- 
lases.  "We  had  plenty  of  data,  but  they 


weren't  very  helpful,"  says  Maduri. 

Now,  selected  data  are  funneled 
from  these  databases  into  an  SQL 
Server  data  warehouse  running  on  a 
486  server  over  a  Novell  NetWare 
LAN.  "Users  can  get  the  information 
without  even  touching  the  keyboard," 
says  Ron  Beck,  the  manager  of  finan- 
cial information  systems  who  worked 
with  Maduri  on  the  BIS  project.  The 
intent  isn't  to  duplicate  everything 
that  already  exists  on  the  mainframe, 
Beck  adds.  "That  would  be  overkill. 
Sometimes,  people  will  still  need  to 
ask  for  a  special  report  from  a  techni- 
cal person." 

Beck  says  it  was  important  to  edu- 
cate users  in  order  to  temper  their  ex- 
pectations. "They  had  to  understand 
that  there  would  be  a  tradeoff  between 
response  time  and  the  depth  of  infor- 


mation we  could  provide,"  he  ex- 
plains. The  frequency  with  which  the 
data  are  updated  is  also  a  continuing 
sore  point,  he  notes.  Currently,  the 
data  warehouse  is  refreshed  only 
monthly  due  to  resource  and  person- 
nel constraints.  "We're  thinking  of 
creating  a  smaller  database  that  pro- 
vides more  urgent  data  to  selected 
managers  on  a  daily  basis."  For  exam- 
ple, being  able  to  track  written  and  in- 
stalled sales  on  a  daily  basis — instead 
of  waiting  until  the  end  of  the 
month — would  allow  field  service 
managers  to  note  any  backlog  in  ful- 


filling customer  orders. 

Even  now,  Maduri  can  log  onto  his 
desktop  PC  and  "poke  around  in  our 
business  and  see  what's  happening."  In- 
stead of  sifting  through  reams  of  paper 
reports,  he  can  look  at  vivid  graphs  on 
screen  or  print  them  for  use  in  meet- 
ings or  memos.  Color-coded  "alarms" 
— a  red  display  means  performance  is 
poor,  yellow  means  performance  is  un- 
satisfactory and  green  means  perfor- 
mance is  fine — alert  him  to  unexpected 
occurrences  at  sales  offices  or  within 
product  lines. 

Most  importantly,  trends  can  be 
spotted — and  acted  upon — much  more 
quickly. 

"If  things  seem  to  be  heading  in  the 
wrong  direction,  that's  the  time  to  be 
asking  questions,"  says  Maduri.  "If  I 
see  perfonnance  trends  falling  off  in  the 


month  of  October,  we  will  call  and 
alert  people,  and  we  expect  our  busi- 
ness managers  to  take  corrective  ac- 
tion. The  BIS  really  exposes  your  un- 
derbelly. That's  good." 

QUICK  STUDY 

Budget  Rent  A  Car:  Testing 

the  Water  Faster 

Mike  Westervelt  recalls  how  he 
used  to  find  out  whether  a  particular 
Budget  Rent  A  Car  pricing  promotion 
was  working  at  rental  counters  across 
the  continental  United  States.  "I'd  de- 
scribe the  kind  of  infonnation  I  wanted 


Do  You  Need  a  BIS? 

(If  you  answer  "yes"  to  at  least  three  of  the  following  questions, 
start  moving.) 

•  Do  your  employees  waste  time  poring  over  stacks  of  computer  print- 
outs, trying  to  locate  or  consolidate  data  that  are  already  stored  electronically? 

•  Do  management  meetings  stall  because  people  constantly  challenge  the 
validity  of  the  numbers  underlying  analyses? 

•  Are  you  regularly  surprised  by  financial  or  sales  results  when  end-of- 
month  or  end-of-quarter  reports  are  printed? 

•  Are  you  using  anecdotal  evidence  to  make  critical  business  decisions 
even  when  hard-core  operational  numbers  are  collected,  processed  and  stored 
on  a  regular  basis? 
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to  someone,  they'd  describe  it  to  some- 
one else,  and  eventually  someone 
would  sit  down  at  a  computer  tenninal 
and  try  to  get  an  answer." 

But  even  when  a  response  was  con- 
veyed to  him,  Wcstervelt  couldn't  be 
absolutely  sure  it  was  accurate.  "I'm 
not  a  programmer.  This  kind  of  request 
takes  a  lot  of  specialized  technical  pro- 
gramming," says  Westervelt,  director  of 
pricing  and  revenue  management  for 
Budget,  the  privately  held  car  and  taick 
rental  company  headquartered  near 
Chicago.  It  saw  revenues  top  $2  billion 
in  fiscal  1992. 

How  times  have  changed.  Now 
Westervelt  can  sit  down  at  his  desktop 
PC  and  in  seconds  know  the  average 
rental  duration  for  economy  cars  in 
Boston  during  the  month  of  October. 
"Or  I  can  ask,  for  example,  how  many 
cars  were  rented  on  Wednesdays  and 
Thursdays — as  compared  to  the  week- 
end—in any  city  of  my  choice,  over 


any  time  period,"  he  says.  "Before,  I 
wouldn't  even  think  about  asking  such 
questions." 

This  type  of  information  helps 
Westervelt  determine  which  pricing 
promotions  are  working  and  the  busi- 
ness mix  (government  versus  corpo- 
rate, daily,  versus  weekly  rentals,  etc.) 
that  is  most  profitable.  "I  can  see  that 
perhaps  Mondays  and  Thursdays  are 
slow  days  to  rent  economy  cars  in 
Chicago,"  he  says.  "So  I  set  a  new 
pricing  action,  give  people  who  book 
seven  days  ahead  a  discount,  see  if 
that  helps.  If  it  doesn't,  I  can  try  some- 
thing else — and  see  the  results  imme- 
diately." 

In  the  past  this  type  of  data  was 
locked  up  in  various  Budget  mainframe 
databases,  inaccessible  to  all  but  the 
most  technically  proficient.  "We're 
talking  a  lot  of  different  computer  sys- 
tems, a  lot  of  different  data  formats. 
And  none  of  them  were  easy  to  get  to 


I.T.  TRENDS 


unless  you  were  a  trained  program- 
mer," says  Steve  Rubinow,  director  of 
marketing  information  resources  for 
Budget.  He  was  hired  away  from  his 
job  at  Quaker  Oats  in  1991  to  make 
this  kind  of  information  accessible  to 
managers  like  Westervelt.  Rubinow's 
job — designed  to  wed  marketing,  re- 
search, analysis  and  technology  exper- 
tise— was  created  especially  for  him  in 
recognition  of  the  seriousness  of  the 
issue. 

Rubinow  chose  a  combination  PC 
database  and  desktop  BIS  tool  called  pc- 
Express,  from  Waltham,  Mass. -based 
Information  Resources  Inc.  After  con- 
sulting with  a  team  of  hand-picked 
pricing  employees,  he  designed  a  sys- 
tem that  each  week  downloads  a  sub- 
set of  Budget's  massive  rental  agree- 
ment database  onto  a  486-based  server 
connected  to  a  Novell  NetWare  LAN. 
From  there  managers  can  dabble  to 
their  hearts'  content.  Authorized  peo- 
ple from  the  field  can  dial  in  and  down- 
load information  as  well. 

This  initial  project  was  small  and 
carefully  defined.  Rubinow  spent  about 
$100,000  on  all  hardware,  software  and 
programming.  He  plans  to  eventually 
expand  the  project  to  include  data  from 
Budget's  car  reservations  database,  and 
he  hopes  to  update  the  pcExpress  data 
daily  rather  than  weekly.  Rubinow 
would  also  like  to  provide  the  same 
sort  of  BIS  tools  for  Budget  distribution 
managers. 

Rubinow  cautions  that  the  technol- 
ogy isn't  all  that  mature  yet.  "We  have 
to  walk  before  we  run.  We'll  continue 
along  in  our  current  environment  until 
better,  more  integrated  solutions  be- 
come available."  Meanwhile,  users  like 
Westervelt  are  ecstatic. 

One  surprising  thing  that  the  BIS  il- 
luminated: Local  rental  markets  had 
more  in  common  than  previously  was 
noticed.  "Our  field  personnel  thought 
that  each  regional  market  had  a  unique 
profile,"  says  Rubinow.  This  led  to  a 
wide  range  of  complex  pricing  policies, 
whereas  a  much  smaller  set  would  be 
just  as  effective.  "We  were  able  to  seg- 
ment markets  into  groups  for  pricing 
actions  that  were  much  easier  to  devel- 
op, implement  and  administer,"  says 
Rubinow.  {£gg 


BIS  Vendors  and  Products 

PowerPlcy,  Cognos  Corp.,  Burlington,  Mass.;  (617)  229-6600.  A  $595 
BIS  tool  that  uses  an  icon-based  Windows  interface  to  insulate  users  from 
SQL  databases. 

Nomad,  Must  Software  International,  Norwalk,  Conn.;  (800)  441- 
MUST.  4GL  relational  database  management  system  for  BIS  applications  that 
includes  a  database  engine,  development  environment  and  end-user  tools. 
Can  connect  to  major  legacy  databases,  including  DB2,  SQL/DS,  IMS,  IDMS 
and  Teradata.  Pricing  starts  at  $2,500  for  a  single-user  version;  multi-user  li- 
censes range  from  $1 0,500  to  $1 50,000. 

Data  Interpretation  System,  Metaphor  Inc.,  Mountain  View,  Calif.; 
(415)  961-3600.  A  BIS  that  combines  a  graphic,  object-oriented  interface 
with  a  relational  database  management  system  to  provide  access  to  multiple 
databases.  A  10-user  license  costs  $10,000. 

Lightship  and  Lightship  Lens,  Pilot  Software  Inc.,  Boston;  (617)  350- 
7035.  Visual  BIS  and  related  desktop  tool  that  provides  direct  access  to  cor- 
porate data.  Lightship:  single-user  version,  $795;  25-user  license,  $19,900. 
Lightship  Lens:  single-user  version,  $295;  100-user  license,  $10,000. 

pcExpress,  Information  Resources  Inc.,  Waltham,  Mass.;  (617)  890- 

1 1 00.  A  $2,000  database  management  system  that  includes  graphic  desktop 
tools  to  access  corporate  information. 

Forest  &  Trees.  Trinxic  Corp.,  Palo  Alto,  Calif.;  (415)  328-9595.  BIS 

tool  that  provides  visual  access  and  monitors  corporate  data.  Pricing:  $695  for 
a  stand-alone  version;  $790  for  a  client/server  configuration. 
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Can  you  recognize  this  individual? 
We  can. 

That's  because  Sprint  is  introducing 


their  new  voice  recognition  technology: 
a  voice  activated  FONCARD""  A  system 
specially  designed  to  make  life 
easier  for  the  VIP  on  the  go  as 
well  as  the  MVP  on  the  run. 

With  it,  key  players  can  use 
their  voices  not  only  for  identi- 
fication, but  as  a  way  to  virtual- 
ly "dial "  any  ten  phone 
numbers  of  their  choice. 


Just  by  voicing  an  audible  when  they 
are  on  the  line.  And  that  means  ten  less 
numbers  to  remember. 

The  voice  activated  FONCARD  is 
part  of  the  Sprint  Priority  Gold  package 
which  also  features  other  services  that 
will  enhance  your  record  on  the 
road-even  if  you  aren  7  a  quarterback 
like  Steve  Young. 

The  Sprint  Priority  Gold  package: 
special  recognition  for  special  people. 
For  yours,  call  1 -H00-597-5000. 
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On  the  Road 

with  Bill 

Gates 


Microsoft's  chief, 
known  by  his 
E-mail  handle 

"billg/'  recently  went  on  a  five-day,  five- 
city  tour  to  help  beat  the  drum  for  a 
major  software  upgrade.  Called  Office  4.0, 
it  is  a  so-called  "suite"  that  combines 
five  programs,  including  longtime  hits  Word  and  Excel, 
into  one.  The  stakes  on  this  tour  were  high,  raised  by 
the  surprising  success  of  SmartSuite  from  rival  Lotus  and 
by  cutthroat  pricing  throughout  the  software  industry.  Though  Gates  is  not  inclined  to  give 
long  interviews,  he  invited  Forbes  ASAP  to  accompany  him  on  his  arduous  road  show.  We  kept 
a  photo-diary  of  the  trip,  starting  at  right.  On  page  78  is  an  interview  with  technology's  top  CEO. 

,vl 


WRT  SEATTLE 

•  •  • 

ARRIVE  WASHINGTON  D. 

C.  4:34  pm 
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Wash.  d.c.   5:00  pm 


When  Bill  walks  through  Na- 
ional  Airport,  heads  turn.  After  10 
rears  on  magazine  covers  Gates,  38,  is  a 
:elebrity,  the  result  of  being,  on  any 
dven  day,  the  first  or  second  richest 
)erson  in  America.  Though  he  retains 
lis  boyish  haircut  and  oversized  glasses 
not  as  thick  as  reported),  the  smallish 
Uates  (5'9"  or  so)  walks  purposefully 
vith  long,  fluid  strides. 

Before  cocktails  with  USA  Today 
tnd  dinner  with  the  Washington  Post, 
Jill  speaks  to  a  federal  government 
Windows  NT  users'  group  in  a  confer- 
:nce  room  at  the  Four  Seasons  Hotel, 
n  front  of  a  room  overflowing  with 
;uits,  Bill  wears  an  open-neck  shirt 
md  keeps  his  arms  folded  as  if  cold. 

After  dinner,  there  is  a  late-evening 
ehearsal  back  at  the  hotel  for  the  next 
lay's  Office  4.0  presentation.  Bill  re- 
axes  into  a  seat,  leans  farther  and  far- 
her  back,  then  suddenly  sits  straight 
tp  and  starts  rocking.  Staffers  gather 
iround  him,  talking  about  a  WordPer- 
ect  lawsuit  over  some  ads. 


During  the  rehearsal, 
Bill  is  easily  distracted, 
reading  a  business  maga- 
zine. When  he  reads  some- 
thing he  disagrees  with,  he'll 
squint  at  the  text  in  disbelief,  then 
dramatically  read  the  offending  line  to 
anyone  within  earshot. 

Suddenly  he's  focused  on  the  re- 
hearsal: "No,  no,  that  demo  slide  is 
the  worst!  It's  supposed  to  explain  a 
feedback  loop — but  where  is  the  time 
element7.  The  last  time  we  used  this 
shde  we  demoted  the  guy."  He  laughs, 
but  all  at  once  everyone  is  paying 
close  attention.  Bill  makes  disparaging 
remarks  about  the  pink  color  scheme 
that  prevails  in  the  presentation  graph- 
ics. Nothing  concludes;  people  just  get 
tired  and  leave.  By  11:00,  it's  over. 

The  next  day  the  presentation 
2  goes  off  with  some  embarrass- 
ing hitches,  including  a  couple 
of  computer  freeze-ups.  Bill  looks  dap- 
per in  a  fashionable  charcoal-gray  suit, 
though  he  wears  scuffed  black  loafers 
that  will  be  the  only  shoes  he  appears 


in  during  the  entire  trip. 
Just  before  he  goes  on,  Pam  Ed- 
strom,  his  longtime  PR  chief,  tells 
him  of  John  Sculley's  new  job  at  Spec- 
trum. Bill  snorts.  We  talk  about  Scul- 
ley's Learjet,  and  I  ask  Bill  when  he's 
getting  one.  "I  could  make  an  econom- 
ic argument  for  one,  but  it  still  seems 
so  decadent,"  he  says. 

■h  Before  leaving  D.C,  Bill 
3  &  4  meets  with  Department 
of  Defense  customers,  in- 
fowonks  with  brass  on  their  hats.  An 
army  major,  heavily  armed  with  New 
Age  business  cliches,  explains  the 
DoD's  mission.  Bill  rocks  back  and 
forth,  smiling. 

At  the  next  meeting,  with  a  civilian 
customers'  group,  Bill  attacks  a  big  foe. 
He  says  the  difference  between  Mi- 
crosoft and  IBM  is  that  "we  spend  our 
money  creating  products,  not  sponsor- 
ing golf  tournaments."  Minutes  later 
he  delivers  the  coup  de  grace:  "Believe 
me,  OS/2  has  no  future." 

Finished,  we  ride  off  to  National 
Airport  in  a  hotel  van.  Bill  slouches, 
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not  happy  with 

the  presentation.  He  is  offered  a  box 
lunch  and  seems  uninterested,  but 
when  told  it's  a  cheeseburger  his  eyes 
light  up:  "A  cheeseburger! — I  am  se- 
duced!" After  lunch,  he  speed-reads  a 
George  Gilder  piece  on  digital  newspa- 
pers in  Forbes  ASAP  and  pronounces 
it  wrong:  "How  will  newspapers  make 
money  if  there  are  no  barriers  to 
entry?"  Bill  thinks  popular  writers 
wdl  detach  from  newspapers  and  sell 
their  services  on  the  network. 

Bill  often  upgrades  to  first  class 
5     on  long  flights  (Pam  Edstrom 

claims  United  does  it  for  him), 
but  on  short  hops  he  sqi  eezes  into 
coach  along  with  other  orporate 
prolc-players  and  frugal  Foi  i  editors. 


On  the 
flight  is 

Boston  Globe  political  writer  Thomas 
Oliphant,  who  takes  no  notice  of 
America's  most  famous  CEO. 

With  his  glasses  off  and  his  hair  in 
midday  disarray,  Bill  looks  much, 
much  younger  than  fellow  billionaire 
and  friend  Warren  Buffett. 

On  the  flight  Bdl  says  that  he  likes 
his  front-line  managers  to  have  gone 
through  a  failure — prior  to  coming  to 
Microsoft,  of  course.  He  says  that  the 
trouble  with  capitalism  is  that  there 
isn't  enough  of  it. 


Boston   4:00  pm 


During  an  Office  4.0  presenta- 
6    tion  at  the  Copley  Marriott,  Bill 


seems  to  be 

nmning  out  of  steam;  as  if  on  cue,  the 
demo  freezes  a  few  times. 

At  dinner  with  reporters 
7  &  8  from  the  Boston  Globe, 
Bill  is  in  a  feisty  mood, 
rocking  incessantly,  saying  sarcastic 
things  about  Lotus,  Apple,  Borland  and 
IBM,  chopping  the  air  with  his  hand, 
his  shirt  collar  rising  as  if  excited. 

Bill  waxes  pungent  on  the  informa- 
tion highway:  "Reporters  show  up  at 
your  door  and  ask,  'What  are  you 
doing  about  the  information  highway?' 
Your  mom  calls  up  and  you  have  to 
say,  'Hey,  Mom,  I'm  driving  spikes 
along  the  information  highway,'  and 
mom  says,  'Hallelujah!'" 

Later  he  says,  "The  when  and 
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where  of  the  information  highway  is 
anyone's  guess.  "It  may  be  a  business 
where  you  have  to  lose  money  at  first, 
rhere  will  be  winnowfng-outs." 

At  a  John  Hancock  Hall  meeting 
9  of  the  Boston  Computer  Soci- 
ety, teenage  hackers  and  over- 
weight true  believers  line  up  to  ask 
questions  like  pugrims  seeking  an  audi- 
ence with  the  Dalai  Lama.  Bill  takes  off 
lis  tie  and  enthusiastically  pitches  in. 
Preceding  the  formal,  high-tech  New 
York  Office  4.0  introduction  tomonow, 
t  is  a  throwback  to  the  way  companies 
ised  to  stump  for  their  products. 

Bill  seems  happy  and  relaxed  amid 
fie  hard-core  computer  jocks.  They,  in 
:urn,  enthuse  over  Office  4.0's  fea- 
:ures.  They  know  what's  under  the 


hood,   a  major 

1990s  Microsoft  technology  strategy: 
something  called  object  linking  and 
embedding,  or  OLE  in  the  acronym- 
crazy  computer  industry.  The  idea 
with  OLE  is  to  allow  seamless  move- 
ment between  programs.  Bill  dazzles 
the  crowd  when  he  "drags  and  drops" 
numbers  between  Word  and  Excel,  by- 
passing the  usual  "cut  and  paste." 

On  the  flight  from  Logan  to  La 
Guardia,  Bill  works  on  his  Compaq 
notebook,  a  486  machine  with  12 
megs  of  RAM.  He  has  Benjamin  Gra- 
ham's classic  1949  investment  book 
The  Intelligent  Investor  perched  on  his 
lap.  Graham,  who  died  in  1976,  was  a 
Columbia  finance  professor  who 
taught  Warren  Buffett.  Acolyte  Buffett, 
America's  richest  man  ahead  of  Gates, 


has  urged  Gates 
to  study  Graham.  After  the 
tour,  Gates  will  fly  to  Bermuda  for  a 
week's  vacation  with  Buffett  and  a  few 
other  deep-pocketed  followers  of  Gra- 
ham's value-investing  philosophy. 

Bill,  ever  the  student,  reads,  taps 
the  keys,  reads  again.  Before  landing,  a 
flight  attendant  asks  him  to  turn  off 
the  computer,  but  he  never  does. 


New  York    11:45  pm 


In  the  limo  on  the  way  to 
1  O  &  1  1    the  Hotel  Macklowe  in 

midtown  Manhattan,  Bill 
slouches  in  his  seat  next  to  Pam  Ed- 
strom  and  lets  loose  about  the  presen- 
tation— "The  slides  are  terrible!... be- 
yond bad!" — then  reads  The  Econo- 
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mist  for  the  rest  of  the  ride.  It's  mid- 
night after  a  long  day,  and  the  strain 
shows. 

The  big  New  York  Office  4.0 
1  2   launch  show  is  scheduled  for 

1  p.m.  Tuesday  at  the  Hudson 
Theater,  an  850-seat  playhouse  adjoin- 
ing the  hotel,  with  satellite  downlinks 
allowing  50,000  people  to  view  the 
presentation  around  the  country.  At 
8  a.m.,  surrounded  by  anxious  troops, 
Bill  watches  a  run-through  of  the 
show  on  which  Microsoft  is  spending 
$800,000. 

Pete  Higgins,  senior  VP  of 
3   desktop  applications,  sick  and 
feverish  in  Washington,  has 

lost  bis  voice  entirely.  There's  concern 


whether  he  can  go  on. 

Refreshed  after  a  night's  sleep — 
1  4  seven  hours  does  the  trick,  says 
Edstrom — Bill  is  in  a  more  play- 
ful mood,  and  the  troops  laugh  on  cue. 

The  humor  doesn't  last  too  long, 
though.  The  slides  are  still  bothering 
Bill;  despite  his  complaints  little  has 
been  changed  since  the  Washington 
show.  One  of  his  assistants  tells  him 
that  no  one  has  criticized  the  slides 
yet.  Bill:  "That's  because  people  never 
come  up  and  say,  'I  had  trouble  with 
your  seventh  slide.'  The  problem  is, 
Lotus  or  WordPerfect  could  say  just 
what  we're  saying.  Where  do  you  get 
the  sense  that  we're  a  leader7." 

At  9:30  a.m.,  presentation  guru 
Jerry  Weissman  appears,  apparently  to 


coach  Pete  Higgins  and  Michael  Risse, 
Office  4.0  product  manager.  Bill  barely 
acknowledges  him  and  seems  to  have 
lost  patience  with  rehearsal. 

During  the  rehearsal,  Edstrom 
1  5   tells  him  that  Gregg  Zachary 

and  Don  Clark  have  a  piece  in 
the  Wall  Street  Journal  announcing 
some  pending  layoffs  at  Microsoft. 
Bill's  initial  reaction:  "I  don't  dispute 
the  facts,  but  the  timing  couldn't  be 
worse."  Later,  backstage,  Edstrom  and 
Bill  have  a  tense  conversation  about 
how  the  writers  got  their  information. 

Before  the  presentation  Bill 
1  6   holds  a  series  of  tv  interviews 
1  in  his  52nd-floor  suite.  One 
talking  head  presses  for  details  about 
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Bill's  marriage,  to  no  avail. 
Then  the  embarrassed  inter- 
viewer mentions  he  does 
some  amateur  programming  in 
Visual  C  and  suddenly  all  is  forgiven. 
"Wow!  That's  hard-core!"  says  Bill. 

Between  tv  interviews  Bill  paces, 
looks  out  the  window  and  vents  his 
worries  to  Jon  Lazarus,  VP  of  systems 
software  strategy  for  Microsoft:  "This 
is  one  of  the  coolest  products  we've 
announced  since  Windows  3.0,  and 
we're  not  getting  the  message  across! 
Instead,  we  have  59  bullshit  words  to 
describe  what's  going  on." 

For  lunch,  Bill  confronts  yet 
1  7   another  cheeseburger,  this  one 
the  $16.95  hotel  variety. 
As  a  youngster,  Bill  battled  colitis. 


duces  on-the-fly 


Now 

entering  middle  age,  does 
he  worry  about  his  fatty  food  likes? 

Before  heading  back  down  to 
1  8   the  Hudson  Theater,  Bdl  grabs 

five  minutes  of  slouch  time. 
Thus  fortified,  he  gives  a  strong  15- 
minute  speech  during  the  presenta- 
tion. Speech  coach  Weissman  claims 
that  Bill  has  "regressed"  since  he 
worked  with  him  two  years  before, 
but  the  show-and-tell  goes  off  without 
a  hitch.  Even  Pete  Higgins  croaks  his 
way  through  admirably. 

The  crowd  applauds  boisterously 
at  the  sight  of  Office  4.0  features: 
"dragging  and  dropping"  and  some- 
thing called  Intellisense,  which  pro- 


checking. 


While  the  billionaire  boys'  club 

19  is  inside  pitching  software,  the 
satellite  downlink  crew  outside 

the  Hudson  Theater  pitches  pennies 
with  no  less  intensity. 

Later,  in  a  Macklowe  suite,  Bill 

20  meets  with  journalists  and  ana- 
lysts. At  first  he  appears  to  feel 

cornered.  A  talk  with  influential  Gold- 
man Sachs  analyst  Rick  Sherlund, 
however,  energizes  Bill  again.  When 
Sherlund  asks  about  the  Wall  Street 
Journal  piece,  Bill  defends  the  layoffs 
as  the  inevitable  result  of  merging  the 
Cairo  and  NT  divisions.  Bill  appears 
very  comfortable  with  Wall  Streeters, 
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greeting  them  by  name,  talking 
easily  and  openly. 

Bill  fields  a  bevy  of  questions 
on  Microsoft's  profitability.  "I've  al- 
ways said  25 -percent  net  margins  are 
not  a  forever  thing." 

On  the  way  to  the  airport  after 

21  a  second  presentation,  I  take 
notes  while  one  of  the  wealthi- 
est men  in  America  states  his  distaste 
for  big  limos. 

For  the  first  time  since  morn- 

22  ing,  Bill  is  happy  and  relaxed. 
He  ranks  the  presentation 

below  Windows  3.0,  but  above  most. 
"Better  than  Workgroup  for  Win- 
dows," he  giggles.  "That  was  so  bad,  I 
thought  Ballmer  [Steve,  Microsoft's 


\  number 
)  two]  was 
going  to 
retch."  Higgins  asks  if  anyone  knows 
how  the  satellite  downlink  version  of 
the  show  went  over.  Risse  says  he  took 
a  call  from  the  Phoenix  office,  which 
raved  about  it.  "Phoenix  is  a  butt-licker 
of  an  office,"  Bill  says  with  a  laugh. 

Is  Office  4.0  hard  to  explain  to  cus- 
tomers? I  ask.  "Microsoft  will  never 
have  an  easier  product  to  sell,"  says  Bill. 
"It's  all  features.  Systems  are  hard." 

We  start  talking  about  the  origins 
of  rival  Sun  Microsystems  and  the  im- 
portance of  maniacal  intensity  in  the 
computer  business.  Bill  expounds: 

Sun  is  a  lot  like  Microsoft.  They  under- 
stand there's  a  few  key  wins  that  if  you 
don't  win  you're  dead — just  dead!  After 


they 

got  the  [National  Security  Agency] 
design  win,  they  just  ripped  the  hell  out 
of  Apollo  and  kicked  ass. 
Q:  Does  Sun  still  have  that  intensity? 
A:  No,  but  I'm  biased.  We  have  such 
good  alert  systems  that  if  there  is  an 
OEM  design  win  that  we're  going  to 
lose,  even  a  hint  we're  going  to  lose 
it....  Say  it's  some  PC  guy  in  Mexico  or 
Indonesia.  Joachim  Kempin  [senior  VP, 
OEM  sales]  will  have  E-mailed  an  alert 
to  me  like  that!  His  guys  are  trained! 
There's  only  one  deep  fatal  sin,  and 
that's  not  to  say  that  you're  losing  an 
account.  It's  okay  to  lose  it,  as  long  as 
you  spotted  that  you're  going  to  lose  it. 
[Pause]  Actually,  it's  not  okay  to  lose  it. 

Bill's  mood  is  up  and  his 
23  &  24  socks  are  down,  and,  for  a 
brief  moment,  he  is  out. 
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■k  At  La  Guardia,  Bill  ducks  into 
25  the  men's  room  for  his  ritual 
change  into  the  flying  uniform 
of  rugby  shirt  and  blue  chinos  and  sits 
down  to  go  through  the  day's  200 
E-mail  messages. 


Chicago  8:00  am 


After  morning  interviews  with 
26   a  talk  jockey  on  WGN  radio 

and  Jim  Coates,  a  Chicago  Tri- 
bune technology  writer,  Bill  meets 
with  the  top  brass  of  the  Tribune.  Iso- 
lated across  a  large  table,  he  sits  rock- 
ing back  and  forth  and  seems  lethar- 
gic. Someone  asks  if  he's  read  Gilder's 
article  about  digital  newspapers.  A  sly 
look  crosses  his  face  and  he  immedi- 
ately begins  putting  it  down. 


A  Tribune  exec  then  asks  boldly: 

Q:  Some  analysts  say  IBM  went  to  you 
for  the  operating  system  [in  1980]  be- 
cause they  were  under  scrutiny  by  the 
Justice  Department  at  the  time,  hence 
gun-shy.  What's  your  reaction  to  the 
Justice  Department,  and  now  will  you, 
like  IBM,  become  gun-shy? 
A:  First,  for  me  to  become  gun-shy  might 
require  surgery.  Second,  the  idea  that 
IBM  came  to  us  because  it  feared  the 
Justice  Department  didn't  have  a  damn 
thing  to  do  with  it.  That's  bad  history. 

Outside  the  gothic  tower  of  the 

27  Tribune,  Bill  delights  in  his  jabs 
at  the  Gilder  article,  until  the 

aggrieved  editor  attempts  mock  stran- 
gulation. 

Between  meetings  Bill  catches 

28  up  with  the  day's  WSJ,  keenly 


study- 
ing a  commentary  on  Wal- 
Mart's  battles  with  the  Justice  Depart- 
ment's Anne  Bingaman.  "Selling  drugs 
at  lower  prices  is  bad?"  he  mutters. 

Bill  reads  voraciously.  In  airports 
and  hotels  he  rarely  watches  people, 
preferring  to  keep  his  eyes  on  newspa- 
pers, magazines  or  his  laptop.  Curious- 
ly, he  carries  no  paperwork  from  Mi- 
crosoft and  no  cellular  phone.  In  fact, 
during  the  entire  trip,  Bill  is  never 
seen  to  make  a  phone  call. 

While  he's  being  miked  for  yet  an- 
other speech  at  Microsoft's  downtown 
Chicago  office,  Bill  overhears  a  conver- 
sation about  whether  a  private  jet 
should  be  hired  to  fly  the  Office  4.0 
group  to  San  Francisco  rather  than 
have  them  arrive  on  the  commercial 
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Snippets  from  a  conversation  with 
Dill  on  United  flight  85,  New  York 
to  Chicago. 

Information  highway  frenzy 

Believe  me,  in  this  game,  the  really 
good  assets  are  not  at  all  clear,  or 
won't  be  for  many  years.  You  can't 
rule  out  anyone.  It  could  be  a  busi- 
ness where  you  have  to  go  through 
a  period  of  losing  a  lot  of  money 
before  you  come  out  on  the  other 
side  with  a  big  asset.  There  are 
not  too  many  businesses  where 
you  just  get  in  early,  make  a  lot 
of  money  and  it's  fine.  Most  busi- 
nesses have  winnowing-outs. 

Microsoft's  success 
Microsoft  is  a  weird  case.  We  had  a 
product  strategy,  we  stuck  to  that 
strategy,  and  1 7  years  later  we're 
still  on  the  same  strategy  with  the 
same  key  people. 

Technology  leads  to 
perfect  markets 
Markets  today  are  very  imperfect. 
To  find  all  the  sellers  and  all  the 
buyers  and  all  the  information  is 
very  hard.  Technology  provides  a 
better  way — it  improves  capitalism. 
There  are  a  lot  more  goods  you  can 
trade  in  if  you're  in  touch  with  the 
value. 

I.Q.  allocation 

Should  the  smartest  kids  in  Ameri- 
ca go  to  manage  the  grease  of  the 
system,  or  should  they  go  to  design 
products  and  run  companies?  In  re- 
cruiting, when  we  compete  with 
guys  going  to  Wall  Street,  we 
can't — at  least  in  terms  of  salary, 
or  at  least  at  one  time  a  sort  of 
coolness  and  immediacy — compete 
with  being  a  grease  guy. 

There's  something  screwed  up 
about  I.Q.  allocation  in  this  coun- 
try. But  technology  will  become 
the  new  grease  and  mediate  the 
I.Q.  market  better. 

Example? 
Take.         •  sjonaJ  woman  who 
works  at.  u  .•:?..•! -r-3.n\  "he's  doing  an 
incre&oifi  :0-  :ast 
track,  out  tiv  ■  'd  and 


chooses  to  work  part  time.  How 
well-mediated  is  the  market  for  her 
— her  expertise  and  the  20  hours  a 
week  she's  chosen  to  make  avail- 
able? Somebody  like  her  is  such  ■ 
an  underused  resource.  Tech- 
nology, cutting  across  geograph 
ical  boundaries,  makes  this 
woman  a  more  fungible  asset. 

Why  I'm  optimistic 
As  technology  improves  feedback 
mechanisms,  you  can  have  these 
very  impressive  results.  That's  why 
I  have  this  fundamental  optimism. 
When  I  walk  into  a  grocery  store 
and  look  at  all  the  products  you 
can  choose,  I  say,  "My  God!"  No 
king  ever  had  anything  like  I  have 
in  my  grocery  store  today. 

Innovation 
Pessimists  never  account  for  inno- 
vation. It  is  interesting  that  men  of 
science  have  gone  through  periods 
where  they  felt  they  had  enumerat- 
ed all  phenomena  and  ways  of  ex- 
ploiting those  phenomena.  Think 
about  physics  at  the  turn  of  the 
century.  Einstein  was  obscure,  but 
he  had  published  a  few  papers. 
There  was  this  httle  thing  about  ra- 
diation, but  as  soon  as  smart  folks 
cleared  up  that  httle  loose  end, 
everything  would  be  known. 

The  fact  that  there  are  so  many 
phenomena  like  lasers  or  supercon- 
duction— it's  amazing  the  richness 
of  phenomena  that  can  be  exploit- 
ed. It's  wild! 

Why  Microsoft  likes 
young  people 
Partial  knowledge  is  youth's  great- 
est advantage.  When  you  have  par- 
tial knowledge,  you  make  wild 
analogies  to  fill  in. 

Bill's  historical  hero 
[Carl  Friedrich]  Gauss  was  a  genius 
when  he  was  young.  He  was  con- 
fused about  some  things  until  he 
was  about  23,  and  then  he  started 
to  just  kick  ass  after  that. 

What  puts  friend 
Warren  Buffett  at  the  end  of  the 

bell  curve? 
He's  got  a  real  focus.  He  knows  his 
circle  of  competence.  He  has  a 
good  job.  continued  on  page  80 


flight  well  after  midnight.  He  bursts 
out  rather  angrily,  "What's  the  think- 
ing here?  There  must  be  some  thinking 
going  on  here."  He  doesn't  seem  as 
much  concerned  about  the  money  as 
the  reasoning  behind  the  decision. 
Finally,  the  private  jet  is  vetoed,  mean- 
ing that  Bill  arrives  at  OUare  with  no 
time  to  spare  for. . . 

...a  stop  at  Pizza  Strada,  one  of 
29   his  favorite  way  stations.  Pam 

Edstrom  eases  the  pain  by  de- 
livering a  greasy  cheeseburger  and  fries 
from  a  nearby  food  stand.  Bill  hunches 
over  his  burger,  muttering  about  an  ar- 
ticle someone  has  mentioned  in  which 
a  rival  CEO  apparently  likened  him  to 
Hitler.  A  stranger  sidles  up  behind  Bill 
and  eavesdrops  on  the  conversation. 
"Is  that  really  Bill  Gates?"  the  stranger 
asks  Mike  Risse. 


Oakland  8:00  am 


The  first  stop  in  the  Bay  Area  is 
30   at  Oakland  tv  station  KTVU, 

where  ComputerLand  has  rent- 
ed a  studio  for  a  joint  announcement 
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of  Office  4.0  to  be  narrowcast  to  Com- 
puterLand stores  around  the  country. 
Bill  sits  in  the  plaque-lined  station 
waiting  room  talking  with  William 
Fauscher,  chairman  and  CEO  of  Com- 
puterLand, while  on  the  tv  screen,  '50s 
idol  Eddie  Fisher,  fat  and  pock- 
marked, answers  Sally  Jessy's  ques- 
tions— or  is  it  Oprah? 

The  narrowcast  takes  the  form  of  a 
mock  afternoon  talk  show,  with  Bill 
and  Tauscher  fielding  questions  from  a 
moderator  and  then  from  phone  callers. 
Off  camera,  Edstrom  paces  back  and 
forth,  fretting  that  there  won't  be 
enough  calls.  There  are — Office  4.0  is 
§oing  over  well  on  the  satellite  down- 
links— and  the  show  moves  quickly. 

Bill  goes  to  all  this  trouble  for 
ComputerLand  because  they  are  what 


he  calls  "solution  providers,"  offering 
technical  support  at  the  business  level 
that  Microsoft's  sales  force  isn't  geared 
for  as  software  grows  increasingly 
complex. 


San  Francisco   11:45  am 


A  local  Microsoft  sales  manager 
3  1    drives  Bill  &  Co.  across  the  Bay 

Bridge  for  a  speech  to  the  Com- 
monwealth Club.  The  driver  worries 
that  traffic  may  make  the  boss  late. 
He  says  that  he  has  made  two  practice 
runs  to  test  the  traffic  at  different 
times  of  the  day. 

Before  his  speech  Bill  runs  into 
32   Microsoft  board  member  Dave 
Marquardt,  the  only  venture 


capitalist  allowed  to  invest  in 
Microsoft  before  it  went  public  in  1986. 
If  held,  his  stock  today  would  be  worth 
953  times  his  $1  million  investment. 

After  five  grueling  days,  Bill  gives 
his  best  speech  of  the  trip.  NAFTA  and 
the  information  highway  are  the  main 
topics.  Bill's  charming  manner  and 
broad  insights  surprise  the  Common- 
wealth Club  crowd,  which  evidentiy  ex- 
pected a  nerdier  version  of  Bill. 

After  the  speech  Bill  is  sur- 
33   rounded  by  tv,  radio  and  print 

reporters.  He's  upbeat,  coopera- 
tive, obviously  relieved  to  have  the 
road  show  over.  Bill  may  be  more 
comfortable  mnning  Microsoft  via  E- 
mad,  but  he's  an  American  celeb,  and 
there's  no  going  back  now.  (g) 
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ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  computers 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  productive. 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


ARDIS.  WHAT'S   MISSING   IS  THE  WIRE. 


] 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems." 


1-800-662-5328      Ext.  430 


By  Glenn  Rifkin 


Showtime's  Shock 
Therapy 

What  happens  when  sales,  finance  and  information 
systems  have  a  bad  relationship!  This  premium  movie 
channel  was  losing  revenues  big-time.  Then  came  reel  3. 


In  June  of  1992,  Jerry  Cooper,  the  chief 
financial  officer  of  Showtime  Networks 
Inc.,  gathered  together  all  60  members 
of  the  premium  cable  network's  finance 
department  and  delivered  a  blunt  mes- 
sage. "Soon  your  jobs  will  no  longer 
exist,"  Cooper  told  the  startled  group. 

Cooper  was  fed  up  with  the  archaic 
and  incomprehensible  billing  and  audit- 
ing process  that  had  been  in  place  since 
wti  ■    wa        tded  15  years  ago. 

i(  c  mge  was 


needed.  An  audit  group  estimated  that 
Showtime  was  losing  at  least  $10  mil- 
lion annually — some  two  percent  of  its 
$500  million  in  sales — in  uncollected 
revenues.  Cause:  complex  contracts  and 
inefficient  billing  practices. 

Worse,  Cooper  could  see  the  com- 
petitive waters  boiling  in  the  cable 
industry.  The  mind-boggling  deals 
among  cable  operators,  entertainment 
goliaths  and  phone  companies,  and  the 
promise  of  500  channels  and  an  infor- 


mation superhighway  threatened  to 
change  the  landscape  forever.  With  its 
archaic  billing  and  auditing  system, 
the  network  would  be  a  dinosaur  in  a 
500-channel  future. 

And  so,  in  early  1993,  he  went  to 
work.  All  60  staffers  of  the  finance 
department  were  sacked,  then  given  an 
opportunity  to  fill  two  new  job  titles — 
financial  account  specialist  or  financial 
service  representative — and  to  work  as 
members  of  a  cross-functional  team. 
Not  everyone  made  it.  Seventeen  of 
the  60  were  weeded  out.  The  new 
technology-empowered  team  that 
emerged  is  virtually  unrecognizable, 
even  down  to  the  office  space. 

Three  CIOs  in  Four  Years 

Today  Showtime's  finance  depart- 
ment is  entrenched  on  the  14th  floor 
of  its  headquarters  on  Broadway  in 
Manhattan.  It  was  given  not  only  a 
newly  designed,  10,000-square-foot 
work  space  but  also  a  mandate  to  lead 
Showtime — and  all  of  Viacom,  its 
giant  parent  company — into  a  reengi- 
neered  future.  "We  are  the  role  model 
for  the  rest  of  the  company,"  boasts 
Winston  H.  (Tony)  Cox,  Showtime's 
chief  executive.  Such  confidence  was 
unthinkable  even  a  year  ago  as  Cooper 
struggled  to  streamline  Showtime. 

The  tall,  curly-haired  Cooper,  a  for- 
mer high  school  basketball  star,  is  an 
imposing  presence  when  angered.  In 
1992  the  infonnation  technology  group 
was  feeling  his  ire.  He  had  already 
fired  two  CIOs  in  less  than  four  years, 
"information  systems  people  tend  to 
spend  more  time  with  the  technology 
and  not  enough  time  understanding 
the  business  issues,"  Cooper  booms. 
"The  IS  group  created  billing  systems 
it  thought  were  workable  but  never 
tested  them  with  users.  It  never  really 
filled  users'  needs." 

With  no  help  horn  IS,  the  finance 
department  had  become  a  pariah  with- 
in Showtime.  CEO  Cox  relates  a  story 
about  a  salesperson  who  worked  for 
months  to  get  a  cable  operator  to  add 
The  Movie  Channel,  one  of  Show- 
time's  premium  channels,  to  his  cus- 
tomer base.  "The  week  that  the  deci- 
sion was  finally  going  to  be  made — 
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The  Movie  Channel  versus  Cinemax — 
somebody  from  finance  called  the 
cable  operator  to  tell  him  he  had  to 
pay  his  Showtime  bill,"  Cox  says. 
'"Hey,  we  noticed  you  owe  us  a  mil- 
lion-and-a-half dollars,  and  we're  going 
to  shut  you  off  if  we  don't  have  a 
check  here  by  tomorrow.'  Finance  can 
blow  up  an  account  relationship  faster 
than  anybody." 

40  Cents  on  the  Dollar 

Showtime  is  distributed  to  roughly 
10,000  cable  systems  around  the  U.S. 
Its  sales  force  is  allowed,  even  encour- 
aged, to  offer  each  cable  operator  any 
terms  necessary  to  close  a  deal.  The 
more  homes  subscribing  to  Showtime, 
the  better.  (Showtime  receives  on  aver- 
age $4 — about  four  percent  of  every 
monthly  subscription  fee  the  cable 
operator  collects  from  individual 
households.)  In  the  $5  billion  market 
for  premium  channels,  Showtime  faces 
a  pitched  battle  against  giant  HBO, 
which  boasts  annual  revenues  of  $1.4 
billion  and  65  percent  of  the  market, 
compared  with  Showtimc's  25-percent 
share. 

Showtime's  sales  force,  working 
independently,  routinely  offered  special 
promotional  packages,  flexible  terms 
and  incentives  to  goose  business.  For 
example,  a  cable  operator  might  sell  its 
subscribers  Showtime  and  HBO  for  $10 
each,  but  also  might  offer  them  a  pack- 
age with  both  services  for  $18.  The 
amount  Showtime  received  from  this 
kind  of  package  depended  on  the  deal 
the  company's  salesperson  worked  out 
with  the  cable  operator. 

Unfortunately  for  the  finance 
department,  the  result  of  this  free-fomi 
negotiating  was  literally  thousands  of 
different  contractual  relationships. 
Many  were  so  complex  that  they  were 
incomprehensible  to  a  third  party,  such 
as  billing  or  accounts  receivable  person- 
nel. With  three  different  channels  gen- 
crating  accounts,  Showtime  found  itself 
sending  8,000  bills  each  month. 

Finance,  which  had  no  representa- 
tive involved  during  contract  negotia- 
tions with  cable  operators,  was  forced 
to  try  to  interpret  what  the  salesperson 
had  in  mind,  often  without  success.  A 


monthly  bill  was  generated  for  each 
cable  operator  based  on  the  operator's 
estimate  of  its  subscribers.  But  the  bill 
was  essentially  useless.  Like  the  Inter- 
nal Revenue  Service,  Showtime  relied 
on  cable  operators'  self-generated  pay- 
ments and  hoped  that  honesty  and 
accuracy  would  ensure  that  Showtime 
got  what  was  coming  to  it. 

The  finance  department's  15-person 
audit  staff,  laboring  to  spot-check  the 
accounts  receivables,  was  able  to 
review  only  about  30  percent  of  Show- 
timc's business  each  year.  Invariably 
there  were  discrepancies — one  large 


customer,  for  instance,  owed  $3.5  mil- 
lion in  back  fees.  The  audits  took 
months.  When  a  Showtime  finance 
person  called  a  cable  operator  to  seek 
back  payment,  the  result  was  an  angry 
customer  and  an  unwinnable  battle. 
"The  older  something  gets,  the  colder 
the  trail  becomes.  Neither  side  wants 
to  spend  the  money  to  dig  up  the 
details,"  says  Bill  Brennan,  director  of 
accounting  for  Time  Warner  Cable  in 
Stamford,  Conn. 

Thus,  Showtime  had  to  settle  thou- 
sands of  bills.  By  comparing  what  the 
company  received  on  disputed  bills 
with  what  revenues  would  have  been  if 
fees  were  collected  in  full,  auditors 
determined  that  the  company  was  get- 
ting about  40  cents  on  the  dollar. 
Extrapolating  this  over  the  entire  rev- 
enue base,  Cooper  conservatively  esti- 
mates that  Showtime  was  losing  two 
percent  of  revenues.  "We're  not  the 
IRS,"  Cooper  says.  "We  have  no  way  to 
collect." 

Why  Generate  Bills  at  All? 

Like  others  caught  in  bureaucratic 


snafus,  Cooper  happened  to  read 
Michael  Hammer's  seminal  article  on 
business  process  reengineering  in  the 
July/August  1990  Harvard  Business 
Review.  He  saw  immediate  parallels 
between  some  of  Hammer's  examples 
and  his  own  situation.  Rather  than 
look  for  ways  to  automate  antiquated 
work  processes,  why  not  obliterate 
them?  Why,  for  example,  should 
finance  generate  bills  at  all,  when  they 
served  no  purpose? 

In  December  1991  Cooper  called  in 
CSC  Index,  the  Cambridge,  Mass.,  con- 
sulting firm  that  specializes  in  reengi- 


neering. Index  consultant  Roger  Pratesi 
spent  a  month  discussing  the  issues 
with  Cooper  and  analyzing  the  hilling 
system  and  processes.  "The  problem 
wasn't  the  system,"  Pratesi  says.  "It 
was  the  fact  that  the  deals  in  this 
industry  are  so  complex  and  the  inter- 
faces between  departments  in  the  com- 
pany so  convoluted  that  there  wasn't  a 
programmer  around  who  could  handle 
it."  What  was  originally  viewed  as  a 
finance  problem  became  a  contractual 
and  delivery  problem,  he  says.  Over  the 
next  year,  Pratesi  suggested  major 
changes  in  Showtime's  organizational 
structure,  its  system  of  rewards  and 
incentives,  and  its  entire  culture. 

"Management  valued  hierarchy  and 
control,"  Pratesi  says.  "We  had  to 
break  that  down  so  work  could  be 
coordinated  between  small  groups  and 
across  departments." 

Then  information  technology  had  to 
be  layered  onto  the  corporate  structure. 
That  was  and  continues  to  be  a  chal- 
lenge, Pratesi  says.  An  unrelated  two- 
year-old  project  at  Showtime,  involving 
the  migration  from  mainframe  comput- 


Cooper  had  already  fired  two  CIOs  in  less 
than  four  years.  "Information  systems 
people  tend  to  spend  more  time  with  the 
technology  and  not  enough  time  understand- 
ing the  business  issues, "  he  booms. 
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-  ,  to  all  IBM  AS/400  platform,  was  a 
poor  decision,  he  reflects.  The  AS/400 
is  not  powerful  enough  to  handle  the 
processing  requirements,  including 
billing,  accounts  receivables  and  sales 
revenues.  It  also  had  a  slow  response 
time  and  was  difficult  to  use. 

Furthennore,  finding  AS/400  exper- 
tise was  difficult.  "It  was  a  system 
built  by  systems  people,  not  business- 
people,"  Pratesi  says.  Showtime  has 
discovered,  as  many  companies  have, 
that  it  wasn't  ready  to  move  straight 
from  a  mainframe  environment  to  a 
client/server  environment.  In  retro- 
spect, Pratesi  thinks  the  company 
should  have  waited  another  two  years. 

Building  Finance  from  Scratch 

The  problems  in  IS  have  not  slowed 
Showtime's  goal  of  conceiving  a  new 
organizational  structure.  In  April  1992 
Cooper  put  together  an  eight-member 
task  force  culled  from  both  the  sales 
department  and  the  finance  depart- 
ment. He  quarantined  them  in  Man- 
hattan's Hotel  Macklowe  for  six  weeks 
and  told  them  to  start  horn  scratch  to 
build  the  ideal  finance  organization. 
Pratesi  facilitated  the  process. 

Among  the  brains  tormcrs  from  the 
sales  side  was  a  young  turk  named 


Tom  Hayden,  who  handled  the  giant 
Time  Warner  account.  Time  Warner  is 
Showtime's  second-largest  customer, 
representing  10  percent  of  the  compa- 
ny's revenues. 

During  the  Macklowe  quarantine, 
the  38-year-old  Hayden  emerged  as 
the  outspoken  leader  of  the  task  force. 
He  understood  the  complex  issues  fac- 
ing the  cable  industry,  the  implica- 
tions of  the  recent  merger  between 
Bell  Atlantic  and  TCI,  and  the  daunt- 
ing presence  of  TCI  chairman  John 
Malone,  Time  Warner  and  the  few 
other  giants  that  bought  up  most  of 
the  smaller  cable  operators  in  the 
1980s. 

Showtime  must  reinvent  itself,  Hay- 
den suggested.  Its  services  must  be 
avadable  to  viewers  as  they  want  them, 
per  month,  per  day,  per  hour  or  in 
some  other  format.  Hayden  explained 
multiplexing  to  the  group — that  is, 
putting  the  network  on  several  differ- 
ent channels  with  varied  schedules  that 
allow  viewers  to  find  what  they  want 
when  they  want  to  watch  it.  "We  have 
to  bill  and  capture  revenue  in  many 
ways,"  Hayden  said. 

Crucially,  the  group  acknowledged 
that  Showtime's  ability  to  write  indi- 
vidual deals  for  each  customer  was  a 


strength,  despite  the  headaches  it 
caused  for  finance. 

Working  for  a  year  with  a  handful  of 
CSC  Index  consultants,  the  task  force 
came  up  with  a  new  way  to  handle  the 
work.  The  idea:  cross-functional  teams 
that  would  have  close  relationships 
with  customers.  The  teams  would 
meet  with  customers  to  iron  out  con- 
tracts so  that  far  fewer  questions  would 
arise  later.  After  that,  one — only  one — 
Showtime  representative  would  be 
responsible  for  all  matters  from  billing 
to  marketing  to  promotion.  When  a 
billing  question  comes  up,  that  rep, 
who  is  part  of  the  team,  knows  all  the 
issues  and  is  backed  up  by  the  finance 
experts. 

Implementation  of  the  plan  began  in 
January  1993.  The  new  work  teams  are 
called  rings.  Four  financial  account  spe- 
cialists and  one  service  representative, 
trained  in  all  aspects  of  billing, 
accounts  receivable  and  auditing,  sit  in 
open  workstations  oriented  around  a 
small  conference  table.  By  turning  their 
seats  to  face  the  table,  the  specialists 
can  hold  as  many  impromptu  meetings 
as  they  need  in  order  to  discuss  specific 
customer  issues. 

Straight  out  of  Pygmalion,  many  of 
the  specialists  had  been  low-level  data 
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Informix  Database  Technology 
Helps  AT&T  Federal  Systems 
Move  to  UNIX. 


When  AT&T  Federal  Systems  needed  to  move  their  project  accounting  system 
from  a  mainframe  to  a  UNIX  environment,  they  turned  to  Informix,  the  experts 
in  UNIX  relational  database  technology. 
"One  Terminal,  One  System"  Solution. 

AT&T  Federal  Systems  — the  division  of  AT&T  that  handles  government 
contracts— deals  with  projects  ranging  from  satellites  to  security  and  sonar  devices 
for  the  federal  government. They  needed  to  combine  their  internal  financial  data  with 
project  management  data  to  optimize  control  and  information  accessibility. 

At  the  same  time,  they  wanted  to  migrate  to  UNIX— in  order  to  standardize 
their  systems  and  to  utilize  the  latest  technology.  And  they  wanted  a  "one  terminal, 
one  system"  solution  for  their  four  locations  and  5,000  users. 
Deployment  Throughout  AT&T. 

Using  INFORM FX-OnLine,  INFORMIX-4GL,  and  INFORMIX-SQL,  AT&T 
designed  and  developed  an  application  that  satisfies  their  users  and  their  federal 
government  customers. The  new  system  tracks  time,  creates  labor  distribution  reports, 
integrates  costs  and  schedules,  and  generates  a  wide  range  of  reports  and  analyses, 
including  "what  if"  scenarios. The  system  is  so  successful  that  it  has  been  the  standard 
implemented  at  AT&T  research  and  development  locations,  handling  over  75  sites 
and  30,000  employees  in  1994. 

AT&T  and  thousands  of  other  companies  have  called  on  us  for  14  years  to 
successfully  handle  their  critical  data. 

If  you're  considering  client/server  technology  for  data  management,  talk 
to  Informix. 

Because  we're  the  experts. 
Call  1-800-688-IFMX. 


fi  INFORMIX' 
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,„.',•  .  iks  •<>  lulling  experts  who  had 
no  knowledge  oJ  Showtime's  business 
strategies  or  goals.  "They've  taken 
themselves  in  two  years  from  function- 
al, task-oriented  data  entry  clerks  to 
business  analysts/'  says  Haydcn,  who 
is  now  vice-president,  financial  ser- 
vices. 

i  [ayden  points  oul  thai  the  new 
team  approai  h  doesn'l  bindei  the  dcal- 
making  abilii  v  oi  the  sales  four,  show 
time's  greaf  strength.  "Politically  you 
have  to  be  careful  when  yon  do  this," 

he  explains.  "We  want  to  create  part- 
nerships with  the  held  salespeople.  We 
don't  want  sales  thinking,  'Who  are 

these  finance  guys  looking  over  my 
shoulder?'" 

Such  an  easygoing  partnership 

wasn't  natural    U  had  tO  be  worked 

on.  The  new  rings  were  brought  togeth- 
ci  with  the  sales  representatives  lot  the 

In  , l  Mine  in  .1  (wo  day  session  called 

hoot  Camp,  Coopei  explains.  At  the 

end  ol  Bool  C  amp,  each  salesperson 

talked  with  his  01  hei  counterpart  in 
finance  lor  the  Inst  time  As  Coopei 

walked  around  and  observed  the  inter 
actions,  he  says  thai  the  most  dramatil 
revelations  Came  when  salespeople 

asked  finance  people  about  the  de<  i 

Sions  they  were  able  to  make  on  then 
own.  "Can  yon  do  this?"  was  the  i|iics 
tion.  "Yes,  we  can,"  was  the  answer. 

Then  the  finance  people  asked  the  sales 

reps  the  same  thing.  The  response  was, 
"No  way.  We  have  to  go  way  up  the 

line  to  gel  pei mission  to  do  t hat." 
Thai,  Cooper  says,  was  an  immediate 
shock  tO  all  ol  them.  "We  learned  we 
weie  captives  to  the  system,"  adds 
CEO  COX,  "The  system  should  not  he 
a  factor  at  all." 

To  make  the  system  transparent, 
fim  McCauley,  a  consultant  with  Busi 
ness  Architects  in  Wellesley,  Mass., 
has  been  working  with  Showtime's  22- 
member  is  group  on  a  new  information 
system  since  last  April,  I  le  notes  thai 
with  a  cross  functional  group  whose 
members  arc  each  responsible  for  many 
tasl  s  the  •••>  stem  needs  to  be  easy  to 
use.  Specifically  it  must  be  Windows- 
based. 

McCauley  has  provided  access  to 
Microsoft's  Excel  spreadsheet  and 
Access  database  software  from  the 


AS/400  environment  using  "middle- 
ware" designed  in  house.  Thus,  team 
members  can  download  data  from  the 
AS/400  into  Excel.  "You  see  tremen- 
dous productivity  gains  if  people  can 
easily  move  to  Excel  and  really  grab 
onto  the  data,"  McCauley  says.  The 
idea,  he  explains,  is  to  be  able  to  layer 
on  more  applications  and  capabilities 
without  making  changes  to  the  AS/4(X) 
itself. 

I  lenry  ).  Leingang,  Viacom's  CIO, 
points  out  that  the  company  has 
deployed  technology  rapidly.  Three 
years  ago,  he  says,  it  was  unusual  to 
find  a  PC  on  a  desktop  anywhere  in  the 


holding  suhscriher  information  to 
Showtime  monthly  in  lieu  of  paper 
invoices.  With  the  guidelines,  cus- 
tomers can  interpret  their  contract  as  it 
pertains  to  hilling  and  can  calculate 
what  they  owe  more  quickly  and  accu- 
rately than  they  could  in  the  past. 
Therefore,  questions  about  the  contract 
surface  immediately,  not  four  months 
down  the  road. 

"Showtime  has  become  a  lot  easier 
to  work  with,"  says  Steve  O'Connell, 
controller  at  I'hoenix-based  Cable 
America  Corp.,  the  country's  94th- 
largest  cable  system,  with  56,000  sub- 
scribers. "They  let  me  use  my  own 


Once  bitter  enemies,  finance  and  sales  now 
work  together.  When  cross-functional  team 
members  meet  with  cable  customers,  they 
bring  IBM  ThinkPad  laptop  computers  to  ham- 
mer out  rate  provisions  on  the  spot. 


corporation.  Today  virtually  every 
desktop  has  a  386-based  IBM  PC, 
including  the  desk  of  Sumner  Red- 
stone, Viacom's  billionaire  chief  execu- 
tive. The  company  will  soon  upgrade 
to  486 -based  machines.  Each  PC  is 
hooked  to  a  network  of  IHM  AS/4()0s 
running  the  |.  I).  Edwards  accounts 
receivable  pac  kage.  A  group  of  spread- 
sheet and  database  applications  allows 
the  creation  ol  up  to  date  reports  that 
simply  didn't  exist  before.  The  system 
uses  Microsoft  Office  and  soon  will  add 
Lotus  Notes. 

Connecting  Directly  to  Customers 

Showtime's  cable  operator  cus- 
tomers are  being  primed  tor  a  niajoi 
conversion  to  electronic  data  inter 
change  in  the  next  year.  Cooper  wants 
.in  environment  in  which  suhscriher 
data  will  How  electronically  from  cus- 
tomers' computers  directly  to  Show 
time.  As  an  interim  step,  Showtime 
has  created  written  guidelines  for  each 
cable  operator  to  use  along  with  its 
own  spreadsheet  or  financial  package 
The  cable  operator  sends  a  floppy  disk 


spreadsheet  format.  I  copy  it  to  a  disk 
and  mail  it  each  month.  I  also  have  to 
deal  with  only  one  person  now." 

Where  once  they  were  hitter  ene- 
mies, finance  and  sales  now  work 
together.  When  cross-functional  team 
members  meet  with  cable  customers, 
they  bring  with  them  IBM  ThinkPad 
laptop  computers  to  hammer  out  rate 
provisions  on  the  spot.  This  makes 
contracts  clear  to  both  the  customer 
and  the  finance  people.  "  There's  defi- 
nitely more  interest  in  getting  things 
right  up  front  now,"  says  Time  Warn- 
er's Brennan.  "They  arc  talking  to  us 
more  often.  Issues  are  dealt  with  on  a 
more  timely  basis." 

Cooper  won't  know  until  1994 
audits  are  completed  later  this  year 
whether  the  new  ways  of  working  have 
reduced  uncollected  icvenues.  But  he 
believes  the  difference  will  he  dramatic. 
The  changes  in  the  culture,  Cooper 
feels,  are  already  well  worth  the  effort. 
"We  clearly  have  better  information  to 
help  our  salespeople  make  deals,  and 
we  have  established  better  relation- 
ships directly  with  our  customers."  1ASAP) 
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Introducing 
StreetSmart M 
investment 
software  for  savvy  investors. 

With  StreetSmart,  the  first  investing 
software  for  Windows,  you  actually  act  as 
your  own  broker.  Now  you  can  just  point 
to  place  a  trade.  Get  real-time  quotes.  Pull 
Dow  Jones  news  and  analysts'  opinions  off 
the  wire— and  into  your  home. 

Now  place  buys  and  sells  like 
a  Wall  Street  trader. 

Just  click  to  pull  down  trading 
screens.  Click  again  to  review 
your  portfolio.  Chart  price  his- 
tories. Access  6,700  company 
reports.  StreetSmart  puts  you  in 
control  of  your  investments. 


Get  StreetSmart 
for  just  $59- 
and  save  even 
more  every  time  you  trade. 

Point,  click,  invest.  Now  you  can  buy 
and  sell  stocks,  options,  bonds  and  over 
700  mutual  funds  electronically— and  save 
an  extra  10%  off  Schwab's  already  low 
commissions  every  time  you  invest*  Plus, 
you'll  save  up  to  $25  more  on  your  first 
StreetSmart  trade.** 

StreetSmart  is  only  available 
through  Charles  Schwab. 

Visit  your  local  office  lor  a  free 
demonstration  or  order  toll-free: 

l-800-442-5111,ext.206. 
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Action  Hero 

In  the  Kafkaesque  world  of  Superfund, 
liability  for  pollution  touches  guilty  and 
innocent  alike,  and  seemingly  never  ends. 
Meet  the  lawyer  Silicon  Valley  calls. 
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Corash,  As  In  Slosh  Against  environmental  legalese,  one  lawyer  wields  a  terrible  swift  sword. 


Stanford  University  Research  Park 
in  Palo  Alto,  Calif.,  is  one  of  the 
prettiest  industrial  parks  in  the 
country.  Set  among  rolling  green  hills, 
low-rise  stucco  buildings  house  more 
than  60  high-tech  companies,  including 
Hewlett  Packard,  Xerox  and  IBM.  The 
park's  700  acres  are  crisscrossed  with 
bike  paths  and  dotted  with  duck  ponds 
and  fountains.  Matadero  Creek  angles 
through  the  property  and  flows  down- 
hill into  an  adjacent  neighborhood. 

When  environmental  lawyer 
Michele  B.  Corash  looks  at  Stanford 
Research  Park,  she  doesn't  see  the  place 
as  pretty.  To  her,  the  site  means  tan- 
gled, protracted  legal  proceedings  and 
hundreds,  if  not  thousands,  of  billable 
hours.  That's  because  the  park  and  the 
surrounding  neighborhood  are  a  state 
Superfund  site.  The  park  is  also  host  to 
two  federal  Superfund  sites. 

Under  the  area's  manicured  lawns 
and  wide  avenues  runs  a  shallow 
aquifer  contaminated  with  a  plume  of 
chemicals,  principally  trichloroethyl- 
ene  (TCE),  a  solvent  once  widely  used 
to  clean  computer  chips.  TCE,  now 
known  to  be  carcinogenic  in  mice,  is 
no  longer  classified  as  an  industrial 
chemical  but  as  a  regulated  hazardous 
substance.  Thus,  Stanford  Research 
Park,  according  to  regulators,  is  a  toxic 
dump. 

On  the  Hook  for  Doing  Good 

Corash's  client  at  the  site  is  defense 
electronics  firm  Watkins-Johnson.  It  is 
on  the  hook  with  13  other  companies, 
including  Hewlett  Packard,  Teledyne, 
Coherent  and  General  Instrument,  to 
clean  up  the  contaminated  groundwa- 
ter. Here's  the  rub:  Tests  indicate  that 
the  missilemaker  didn't  generate  the 
pollutants.  In  fact,  Watkins-Johnson 
reported  the  problem  after  finding 
chemicals  in  the  groundwater  during 
routine  well  inspections  in  1982.  The 
three  chemicals  initially  discovered  in 
the  groundwater  were  not  even  in  the 
company's  stores. 

Nevertheless,  in  the  Kafkaesque 
world  of  Superfund,  regulations  man- 
date that  any  "potentially  responsible 
party"  must  pay  for  some  of  the 
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;leanup.  Watkins-Johnson  is  in  that 
:ategory  because  over  the  years  it  used 
small  amounts  of  TCE.  The  company 
:s  further  required  by  law  to  clean  the 
iquifer  to  the  level  of  safe  drinking 
water,  even  though  the  aquifer  has 
dways  been  brackish  and  unsuitable 
or  drinking.  That  doesn't  stop  regula- 
:ors  from  pressing  forward  with  the 
deanup.  So  after  10  years  Corash  and 
)thers  from  her  firm,  Morrison  &  Foer- 
>ter  in  San  Francisco,  are  still  on 
Watkins-Johnson's  payroll.  Roughly  a 
:hird  of  the  nearly  $4  million  the  com- 
pany has  spent  so  far  at  the  site  has 
;one  to  legal  fees. 

The  company  isn't  exactly  thrilled 
ibout  this  fact.  But  unlike  many  execu- 
:ives  soured  by  the  legal  system,  vice- 
president  and  general  counsel  Richard 
j.  Bell  is  still  sweet  on  his  lawyers, 
hanks  to  Corash.  He  believes  she 
»aves  his  company  time  and  money. 
'Michele  is  the  leading  light  in  the 
ield  because  she  is  not  interested  in 
jiving  you  a  law  review  or  a  legal  opin- 
on,"  Bell  explains.  "She  is  interested  in 
jetting  the  job  done." 

'INK  AND  WHITE  "SCANDALOUS" 

Dozens  of  high-tech  manufacturers 
igree.  In  13  years  of  private  practice  in 
California,  48-year-old  Corash,  a  former 
general  counsel  for  the  Environmental 
Protection  Agency,  has  become  the 
ield's  preferred  environmental  attor- 
ley.  Two  decades  of  practicing  regula- 
ory  law,  coupled  with  six  years  of  gov- 
;rnment  experience,  have  allowed 
Dorash  to  hone  an  approach  to  environ- 
nental  problems  that  honors  both 
vhat  regulators  want  and  what  busi- 
ness needs. 

What's  captivating  about  Corash  is 
hat  she  isn't  a  practical  personality. 
>he  is  widely  regarded  as  amusingly 
diosyncratic.  She  roller-blades.  She  eats 
aw  green  peppers  for  lunch  (if  she  eats 
it  all).  She  rarely  drives;  her  husband, 
-arry,  a  doctor,  ferries  her  to  and  from 
vork  because  she  can't  keep  her  mind 
)n  the  road.  Her  office  is  filled  with 
)ddball  art,  including  a  huge  pink  stork. 
\nd  her  passion  for  French  fashion 
oiows  no  limits.  Her  home  in  the  Oak- 


land hills  was  one  of  3,000  that  burned 
to  the  ground  in  the  1991  firestorm.  But 
Corash  was  at  work  the  next  morning, 
talking  to  clients  and  ordering  a  replace- 
ment wardrobe  horn  her  favorite  Paris 
coutuner,  Louis  Feraud. 

A  coffee  spill  during  a  meeting 
prompted  Corash  to  send  her  soded 
dress  to  the  dry  cleaner.  She  wore  her 
trench  coat  for  the  duration  of  the  ses- 
sion. When  she  resolved  a  state  case 
involving  the  toxicity  of  the  correction 
fluid  Liquid  Paper,  she  sent  the  settle- 
ment check  attached  to  a  note  written 
in  the  white  goop.  Such  whimsy  is 
attractive  to  clients.  "They  adore  her 
because  she  is  able  to  make  difficult 
legal  things  fun,"  says  Washington, 
D.C.,  attorney  Erica  Ward,  a  former 
colleague. 

Although  Corash  doesn't  compro- 
mise her  quirky  personality  for  her 
work,  she  never  stops  working.  She 
clocks  an  average  of  3,000  hours  of 
work  a  year,  whereas  most  law  part- 
ners log  about  1,800  hours.  She's  a  reg- 
ular on  the  cross-country,  red-eye  cir- 
cuit and  always  has  a  packed  suitcase 
in  her  office.  Voice  mail,  faxes  and  a 
Casio  Boss  keep  her  in  touch  24  hours 
a  day.  She  never  misses  a  client  call, 
even  if  she  has  to  take  it  on  a  cellular 
phone  whde  at  a  San  Francisco  Giants 
baseball  game  or  on  a  shopping  spree  at 
Neiman  Marcus. 

"Her  style  is  unique,  focused  and 
fast-paced,  like  high-tech  companies," 
says  Nancy  Hayes,  a  Morrison  &  Foer- 
ster  partner. 

EPA  GENERAL  COUNSEL  AT  34 

After  graduating  from  Mount 
Holyoke  College  in  1968,  her  interest 
in  government  was  sparked  in  1969  by 
a  summer  position  she  landed  while 
still  a  student  at  New  York  University 
School  of  Law.  She  served  on  the  staff 
of  an  American  Bar  Association  panel 
mandated  by  President  Richard  M. 
Nixon  to  study  the  Federal  Trade  Com- 
mission. Top  Wall  Street  lawyer  Ira  M. 
Millstein  was  a  commissioner  on  the 
ABA  team.  Known  as  one  of  the  best 
schmoozers  in  corporate  law,  Mdlstein 
is  also  highly  regarded  as  a  problem 


solver.  Corash  seems  to  have  picked  up 
both  habits  from  him.  She  calls  Mill- 
stein her  mentor.  "He  knew  how  to 
step  out  of  the  legal  process  and  into 
the  fix,"  she  says. 

In  1970  Corash  went  to  work  for 
Millstein  at  Weil,  Gotshal  &  Manges 
in  New  York.  An  early  assignment  in  a 
case  brought  by  the  FTC  provided  an 
entree  into  Washington.  She  worked  as 
an  assistant  to  Mdes  Kirkpatrick,  then 
chairman  of  the  FTC,  in  1971.  Corash 
later  won  a  deputy  general  counsel  post 
at  the  Department  of  Energy.  In  1979 
she  was  named  general  counsel  at  the 
EPA.  She  was  34  and  had  never  been  a 
partner  in  a  law  firm. 

Corash  came  to  the  EPA  during  the 
Carter  administration,  which  pressed 
for  environmental  regulation  and  got  it. 
The  Clean  Air  Act,  passed  in  1970,  was 
extensively  revised  in  1977  and  again 
in  1990,  when  350  pages  of  new  rules 
were  added  to  the  existing  200. 
Although  Ronald  Reagan  defeated 


World  Class  Fees  Balancing  the  needs  of  business 
and  regulators,  Corash  bills  3,000  hours  a  year. 
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licirny  Carter  in  i960,  Congress  still 
passed  the  Comprehensive  Environ- 
mental Response,  Compensation,  and 
Liability  Act — known  as  Superfund — 
that  year. 

Ironically,  antiregulation  sentiment 
was  high  at  the  EPA  at  the  time, 
thanks  to  Reagan  appointee  Ann  Gor- 
such  Burford,  an  ardent  advocate  of 
abolishing  big  government.  Her  confir- 
mation as  EPA  chief  was  difficult,  so 
Corash  remained  at  the  agency  for 
nearly  two  years  into  the  Reagan 
administration.  She  did  so  at  the 
behest  of  Boyden  Gray  (counsel  to 
then  vice-president  George  Bush),  who 
ran  the  EPA  until  Burford  was  con- 
firmed. 

Despite  her  Democratic  leanings, 
Corash  deftly  straddled  the  two 
administrations.  "I  saw  Michele  nei- 
ther as  a  Democrat  nor  as  a  Republi- 
can," explains  Gray.  "She  had  a  free- 
market  approach  to  environmental 
problems."  Says  Corash:  "I  came  to 
the  EPA  with  the  attitude  that  compa- 
nies want  to  conduct  business  in  a 
way  that  is  consistent  with  public  pol- 
icy goals.  That  was  my  thinking  then, 
and  it  is  now." 

In  late  1981  Corash  headed  for  the 
free  market  herself,  joining  Pillsbury, 
Madison  &  Sutro,  San  Francisco's 
most  reserved,  old-line  firm,  as  a  part- 
ner. It  was  a  mistake.  The  firm  had, 
and  still  has,  one  of  the  best  environ- 
mental units  in  the  country,  and 
Corash  prospered  in  it.  But  the  firm's 
culture  was  button-down,  and  Corash 
is  not.  Her  style  was  stifled.  Whereas 
most  partners'  offices  featured 
Audubon  prints  and  oak  desks,  her 
decor  was  predominantly  pink.  Her 
white  telephone  was  "scandalous," 
recalls  attorney  William  Sherman,  who 
was  at  the  firm  at  the  same  time.  "She 
created  a  commotion." 

Corash  left  in  1988  to  join  Morrison 
&  Foerster,  a  more  freewheeling  firm. 
Morrison  offered  her  a  lead  role.  She 
was  its  first  environmental  partner, 
though  she  brought  several  Pillsbury 
colleagues  with  her.  The  group  now 
numbers  more  than  40  and  is  one  of 
Morrison's  busiest,  most  recession- 
proof  practices.  Corash's  salary  fluctu- 
ates with  the  overall  profitability  of  the 


575-attorney  firm,  but  ranges  up  to 
$500,000  a  year. 

Whipping  Whoopi,  Chasing  Chevy 

California  has  made  it  easy  for 
Corash  to  express  her  entrepreneurial 
urge.  The  year  she  arrived  at  Pillsbury, 
water  company  officials  in  San  Jose  dis- 
covered trichloroethane  (TCA)  in  the 
drinking  water  at  IBM  and  Fairchild 
Semiconductor  locations.  She  was 
hired  to  handle  the  situation  for  IBM. 
Such  problems  quickly  multiplied  for 
Silicon  Valley  firms,  as  did  the  regula- 
tions regarding  the  chemicals  they 
used.  In  1984  the  Resource  Conserva- 
tion and  Recovery  Act,  which  covers 
hazardous  waste  disposal  and  treat- 
ment, was  added  to  the  books.  With 
nearly  continual  revisions  and  addi- 
tions, federal  air,  water  and  land  regula- 
tions have  swelled  to  fill  14  inch-thick 
volumes. 

In  1986  California  voters  went  one 
better  and  put  a  sweeping  right-to- 
know  and  anticarcinogen  initiative  on 
the  ballot.  It  was  called  the  Safe  Drink- 
ing Water  and  Toxic  Enforcement  Act, 
or  Proposition  65.  Corash  thought  it 
was  crazy.  "Here  was  a  law  that  pro- 
posed to  regulate  ubiquitous  chemicals, 
like  cadmium,  that  occur  naturally  in 
things  like  vegetables,"  she  recalls. 


Corash  was  so  opposed  to  Prop.  65 
that  she  took  three  months  off  from 
her  Pillsbury  practice  to  stump  for  its 
defeat.  "I  felt  that  if  I  stood  up  and 
expressed  my  personal  views,  I  would 
be  described  as  a  former  EPA  official, 
and  that  people  might  listen,"  she  says. 
Activists  disdained  the  former  EPA 
lawyer  for  her  stand.  "Michele  is  no 
friend  of  the  environment,"  complains 
Ted  Smith,  head  of  the  Silicon  Valley 
Toxics  Coalition. 

In  the  end  Corash  was  outdone  by 
proponents  of  the  law,  who  had  enlist- 
ed a  cavalcade  of  usual  suspects — 
including  Whoopi  Goldberg,  Jane 
Fonda  and  Chevy  Chase — to  promote 
it.  The  stars  stole  the  show,  and  Prop. 
65  won. 

Still,  Corash  gets  credit  for  making 
Prop.  65  manageable  for  business  by 
authoring  some  practical  rules  to 
implement  it.  Working  with  a  propo- 
nent of  the  proposition,  David  Roe, 
senior  attorney  for  the  Environmental 
Defense  Fund,  Corash  forged  a  key 
agreement  that  removes  liability  for 
companies  that  simply  use  water  or  air 
in  their  factories  without  adding  pollu- 
tants. The  initiative  was  so  vague  that 
businesses  feared  that  opening  a  win- 
dow to  let  in  already  polluted  air 
would  cost  them.  Says  Bob  Kirkwood, 


Forbes  ASAP 


rector  of  government  affairs  for 
ewlett  Packard:  "When  Prop.  65 
issed,  it  could  have  been  interpreted 
;  a  disaster,  or  it  could  have  been 
imething  we  could  live  with.  Michele 
ought  interpretations  of  the  law  that 
ere  balanced." 

In  1990  Corash  worked  to  defeat 
tother  far-reaching  environmental  bal- 
t  initiative  in  California  called  "Big 
reen."  It  contained  such  provisions  as 
total  ban  on  selling  in  the  state  prod- 
its  made  with  chlorofluorocarbons,  a 
tegory  covering  everything  from  elec- 
onic  components  to  Italian  shoes, 
bis  time,  the  initiative  was  voted 
>wn. 

Still,  several  hundred  new  local, 
ate  and  federal  statutes  are  added  to 
e  regulatory  maze  each  year.  Few  are 
thomable  to  executives.  Many  seem 
msensical.  Prop.  65's  regulations  gov- 
ning  dioxin  and  asbestos  emissions, 
r  example,  set  levels  below  those 
tectable  by  modem  instrumentation, 
onetheless,  fines  for  violating  the 
andard  run  up  to  $2,500  per  day. 

The  Superfund  standards  are  also 
:ry  expensive  to  attain.  "The  soil 
andards  are  so  stringent  that  they 
sume  someone  will  someday  live  in  a 
rmer  landfill  and  eat  the  stuff,"  says 
3rash.  "The  water  standards  require  a 


client  I  have  to  pump  salty,  undrink- 
able  water  into  the  Arizona  desert. 
That  is  nuts — and  very  costly." 

Corash  anticipates  few  changes 
coming  from  the  Clinton  administra- 
tion's reauthorization  of  the  law. 
"Washington  is  focusing  on  liability, 
not  standards,"  she  says.  The  sugges- 
tion by  the  Council  of  Economic  Advi- 
sors that  Superfund  be  privatized  wins 
support  from  Corash,  but  not  from 
Congress.  "It's  too  radical  a  step,"  she 
laments. 

A  Superfund  for  Lawyers 

The  scandal  is  that  lawyers  will 
continue  to  siphon  off  most  of  the  ini- 
tial dollars  spent  at  Superfund  sites. 
According  to  a  1993  Rand  study  of  18 
Superfund  sites — a  sample  that  includ- 
ed electronics  industry  sites — about  a 
third  of  expenses  went  to  costs  associ- 
ated with  allocating  liability.  The  sur- 
vey found  that  65  percent  of  the  up- 
front costs  are  legal  fees. 

The  findings  were  significant  for  Sil- 
icon Valley,-  it  has  the  highest  concen- 
tration of  Superfund  sites  in  the  coun- 
try (29).  From  1982  to  1987  (more 
recent  figures  are  unavailable)  Silicon 
Valley  companies  claim  they  spent 
$175  million  cleaning  up  ground  and 
water  contamination.  Individual  com- 


Corash  Tips 

Preparing  for  an  Environmental  or  Safety 
Inspection 

Before  the  inspection 

1 .  Have  a  written,  comprehensive  environ- 
mental compliance  program  that  spells  out 
any  pertinent  regulations  for  your  business. 

2.  When  you  violate  it,  fix  it. 

3.  Good  housekeeping  helps.  Make  the 
place  look  clean. 

4.  Have  a  written  policy  for  handling  gov- 
ernment inspections  and  instruct  employ- 
ees to  follow  it. 

5.  Designate  an  "inspection  supervisor"  for 
each  shift. 

During  the  inspection 

6.  Ask  the  inspector  for  credentials  and  the 
purpose  of  the  visit.  Write  down  this  infor- 
mation. 

7.  If  the  inspector  does  not  have  a  warrant, 
decide  on  what  terms  to  allow  the  inspec- 
tor on  the  premises. 

8.  If  there  is  a  possibility  of  a  criminal  viola- 
tion and  there  is  no  warrant,  stop  the 
inspection  and  call  a  lawyer. 

9.  If  there  is  a  warrant,  contact  upper  man- 
agement and  a  lawyer,  but  so  as  not  to 
obstruct  the  inspection. 

1 0.  Establish  the  parameters  of  the  inspec- 
tion during  an  open  conference. 

1 1 .  Insist  that  the  inspector  talk  to  the  shift 
inspection  supervisor,  and  instruct  employ- 
ees that  they  do  not  need  to  answer  other 
questions. 

1 2.  Accompany  the  inspector  and  obtain 
copies  of  all  documents  and  photographs. 

1 3.  Ask  the  inspector  to  put  in  writing  all 
areas  and  documents  he  or  she  wants  to 
inspect. 

14.  Do  not  lie,  or  conceal  or  destroy  docu- 
ments. 

1 5.  Take  detailed  notes. 

1 6.  Obtain  a  copy  of  any  form  the  investi- 
gator uses. 

1 7.  Don't  guess  or  speculate. 

18.  If  privileged  or  trade-secret  documents 
are  involved,  notify  the  inspector's  office  of 
their  confidential  nature. 

19.  Keep  your  own  samples  of  what  the 
inspector  takes. 

20.  Insist  upon  a  closing  conference. 
After  the  inspection 

21.  Request  a  copy  of  the  inspector's 
report. 

22.  Follow  up,  because  no  news  may  be 
bad  news.  Silence  is  not  necessarily 
approval  for  many  environmental  laws,  and 
there  is  no  time  limit  on  liability. 
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pany  cases  arc  telling.  Chipmakcr 
Advanced  Micro  Devices  is  involved  in 
ihree  Superfund  sites.  Costs  to  date: 
$12  million. 

( )iu  of  the  worst  imbroglios  in  Sili- 
con Valley  is  the  so-called  MEW  site  in 
Meillo  Park,  Named  for  Middle-field, 
Ellifl  and  Whisman  roads,  this  TCE- 
laden  plume,  discovered  12  years  ago, 
stretches  for  a  mile.  It  has  crept,  over 
the  years,  into  the  plume  of  a  second 
Superfund  site  .11  Moffeti  I  ield,  a  U.S 
Navy  installation  lo<  ated  jusl  at  ross 
the  freeway.  This  means  that  tenants 

di  tin  mi  w  industrial  park,  who  made 
chips  there  over  a  30-year  period,  must 
bicker  with  the  Navy  over  who  pays. 

Raytheon,  Intel,  Fairchild,  General 
[nstrumem  and  others  are  ensnared  in 
the  tend  Tin-  situation  is  so  convolul 

ed  that  the  pari  its  spent  $30  million 

.done  to  conduci  the  required  inil ial 

Study  ol  the  site  Avei.ii'.e  eosl  ol  such 

studies  is  $1.3  million,  according  to 
Superfund  officials, 

Seagate  also  knows  how  frustrating 
Superfund  can  he  it  is  mired  in  an 


Omaha  site,  courtesy  of  its  1989  acqui- 
sition ol  Control  Data  Corp.'s  Imprimis 
Technology.  In  addition  to  coping  with 
substantive  cleanup  issues,  Ornish  has 
8] ii  mi  count  less  hours  complying  with 
a  rule  that  requites  Seagate  to  publicly 
display  a  study  made  ol  the  area.  Public 
libraries  are  the  usual  spot  for  such  dis- 
plays, Corash  says,  but  the  one  in 
(  hnaha  can't  accommodate  the  study's 
1 1  net  loot  stack  ol  documents. 

Corash's  quicker  fixes  come  when 
she  quells  what  she  calls  "brush  tires," 
crises  stoked  by  everything  from  the 
surprise  inspection  ol  a  facility  to  the 
adoption  ol  a  new  rule  or  standard. 
One  such  blaze  broke  out  in  the  elec- 
troni<  s  iiulnstiy  last  fall  around  a  dead 
line  for  (he  labeling  ol  so  called  ozone- 
depleting  substances.  Imposed  in  the 
1990  round  ol  revisions  to  the  Clean 
An  Art,  tin  rule  forces  companies  to 
label  products  il  they  used  ozonc- 
dcplcling  substances  such  as  I  teon, 
used  in  high  tech  as  a  solvent.  The 
ink'  applies  as  long  as  these  substances 
an-  used  in  the  manufacturing  of  the 


product,  even  if  the  actual  product 
does  not  contain  them.  Ices  for  non- 
compliance: as  much  as  $25,000  per 
day. 

Virtually  every  high  tech  manufac- 
turer went  into  a  tailspin.  Most  had 
adopted  Freon  as  a  less  toxic  degrcaser 
than  TCE,  hut  that  was  before  the  i  on 
cern  over  the  ozone  layer.  Seagate  used 
3.9  million  pounds  of  Ircon  a  year 
before  the  regulation  went  into  effect 
in  November  1993.  Today  a  new,  mul- 
timillion-dollar, soap  based,  aqueous 
cleaning  system  runs  in  the  company's 
factories.  Seagate  credits  Corash  for  cir- 
cumventing the  problem.  "Mtchele  had 
been  proactively  watching  the  regula- 
tion and  was  able  to  track  its  progress 
before  it  hurt  us,"  says  Larry  Kuhrc, 
senior  director  ol  environmental 
health,  saiety  and  security.  "Because 
we  did  the  conversion  early,  she  saved 
us  time  and  money." 

"Not  a  Law  that  Makes  Sense" 

If  Corash  could  rewtite  all  the  rules, 
she'd  write  them  the  same  way:  in 
English.  "Environmental  laws  are  diffi- 
cult to  understand,"  she  says.  "And 
they  are  punishable  by  civil  and  crimi- 
nal penalties.  Businesses  are  forced  to 
hire  lawyers  to  ligurc  out  what  the 
laws  say." 

A  case  in  point  is  the  15-page  Rule 
I f><>S  ol  the  Los  Angeles  are.i  regional 
air  district.  It  includes  this  disclaimer 
on  allowable  emissions  from  factory 
adhesives:  "Until  January  I,  1998," 
reads  the  law's  fifth  amended  version, 
"the  provisions  ol  paragraph  (h)  (I)  and 
paragraph  (b)  (2)  shall  not  apply  to  any 
facility  using  three  gallons  per  day  or 
less  ol  adhesive  used  exclusively  for 
thin  metal  laminating  operations,  pro- 
vided that  the  adhesive  contains  less 
than  780  grams  ol  | volatile  organic 
Compounds]  per  liter  ol  adhesive,  less 
watct  and  less  exempt  compounds,  as 
applied." 

"•That  is  not  a  law,  or  a  system,  that 
makes  any  sense,"  Corash  says] 
"although  it  certainly  creates  an  envi- 
ronmental law  industry.  Laws  should 
be  written  so  an  intelligent  busi- 
nesspeison  can  figure  out  what  to  do 
without  an  army  ol  lawyers.  Then  I 
could  sign  up  lot  job  retraining."  IAS® 
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n  1994,  four  years  after  I  wrote  the  first  edition  of  Life  After  Television,  the 
cornucopian  afterlife  is  indeed  at  hand.  With  microchips  and  fiber  optics 
eroding  the  logic  of  centralized  institutions,  networks  of  personal  computers 
are  indeed  overthrowing  IBM  and  CBS,  NTT  and  EEC.  But  as  the  great  pyra- 
mids of  the  broadcast  and  industrial  eras — the  familiar  masters  of  the  Ameri- 


can imagination — break  apart,  new  fears  and  anxieties  arise 
about  the  future.  If  the  center  cannot  hold,  what  rough 
beast,  shuffling  its  slow  thighs,  slouches  toward  Hollywood 
to  be  bom  again  in  gigabytes — and  gigadollars — on  the  infor- 
mation superhighway? 

Will  life  after  television  mean  the  dissolution  of  the 
American  hearth  into  a  pomucopia  of  900-number  videos, 
full-color  cold  calls  from  sul- 
try sisters  at  Lehman  Broth- 
ers and  real-crime  perfor- 
mances in  multimedia  by 
superstar  serial  killers?  Or 
will  the  new  technologies 
uplift  the  culture  and 
empower  the  people,  as  Life 
After  Television  predicted? 

A  Hughes  Aircraft  Corp. 
rocket's  red  glare  in  French 
Guiana,  bombs  bursting 
in  air  on  500  channels, 
give  proof  through  the  I 
night  that  something  is 
going  on  out  there:  150 
choices  of  DirecTv  broad- 
cast satellite  images,-  up 
to  one  billion  hertz  of  cable 
tv  bandwidth;  star-spangled 
malls  of  infomercials;  CD 
radio  with  fidelity  beyond  the 
ken  of  the  human  ear;  high- 
resolution  wrestlemania,- 
3,000  films  on-demand;  inter- 
active personals  and  impulse 
pay-per-view  playmates;  Yel- 
low Pages  blooming  into 
home-shopping  bonanzas; 
and  videogames  galore  on 
compact  discs  and  cartridges. 
All  zooming  through  the  air,  blasting  through  cable  and 
pulsing  through  fiber  at  the  speed  of  light.  All  to  be  cap- 
tured, decrypted,  decompressed,  rendered  and  rolled  out 
from  the  new  set-top  boxes,  game  players  and  supertheaters 
in  millions  of  colors  and  living  rooms. 

In  such  a  phantasmagoria,  what  could  be  missing?  The 
same  thing  that  is  missing  in  much  of  the  media  coverage 
of  the  information  superhighway:  the  personal  computer. 


George  Gilder's 

KLEC0SM 

"Life  After  Television, 
Updated" 


What  is  driving  the  "telefuture"  is  not  any  convergence  of 
films  and  tvs,  consumer  electronics  and  publishing,  com- 
puters and  games.  What  is  driving  the  change  is  the  onrush 
of  computer  technology  invading  and  conquering  all  these 
domains.  The  computer  industry  is  converging  with  the 
television  industry  in  the  same  sense  that  the  automobile 
converged  with  the  horse,  the  tv  with  the  nickelodeon,  the 

word  processing  program 
with  the  typewriter,  the 
computer-aided  design  pro- 
gram with  the  drafting 
board  and  digital  desktop 
pubhshing  with  the  Linotype 
machine  and  the  letterpress. 

The  computer  industry 
feeds  on  the  explosive 
advance  of  semiconductor 
and  networking  electronics: 
1)  the  law  of  the  micro- 
cosm, which  shows 
that  microchip  cost- 
effectiveness  rises  by  the 
square  of  the  number 
of  transistors  crammed 
on  a  single  chip,  and  2) 
the  law  of  the  telecosm, 
which  shows  that  computer 
cost-effectiveness  rises  by 
the  square  of  the  number  of 
computers  connected  to  net- 
works. According  to  the 
famous  projection  of  Intel 
Corp.  chairman  Gordon 
Moore,  the  number  of  tran- 
sistors on  a  single  chip  will 
double  every  18  months. 
According  to  the  record  of 
the  last  five  years,  the  num- 
ber of  computers  attached  to  networks  is  rising  too  fast  to 
measure.  Only  by  comprehending  the  full  force  of  the  com- 
puter juggernaut  can  one  anticipate  the  future  of  the  Infor- 
mation Age. 

Focusing  on  the  technologies  alone,  however,  is  not 
enough,  because  the  new  technologies  are  often  retrofit  into 
failing  industries  and  concepts.  To  grasp  the  telefuture,  it  is 
still  necessary  to  see  the  domonetics  of  the  technologies — 
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Ti8  computer  industry  is  converging  with  the  television  industry 
in  the  same  sense  that  the  automobile  converged  with  the  horse, 
the  tv  with  the  nickelodeon,  the  word  processing  program  with  the 
typewriter  and  CAD  programs  with  the  drafting  board. 


their  social  and  cultural  effects  and  contexts. 

The  microcosm  and  telecosm  have  generated  a  rich  busi- 
ness and  domestic  culture — a  supporting  social  fabric  of  PCs 
and  network  users — that  not  only  nurtures,  sustains,  applies 
and  expands  the  technologies  but  also  is  enriched  and 
empowered  by  them.  In  positive  feedback  loops,  the  cus- 
tomers of  the  PC  culture  are  also  its  creators  and  protago- 
nists. If  you  keep  your  eyes  on  this  culture,  you  can  antici- 
pate the  sources  and  vectors  of  growth.  If  you  focus  on  the 
hype  of  old  industries — television  and  telephony,  Hollywood 
and  electronic  games,  consumer  appliances  and  other  diver- 
sionary devices — you  will  miss  the  real  action. 

The  Logic  of  Technology 

Behind  all  the  changes  are  the  supply-side 
rhythms  of  creative  destruction.  Radical  inno- 
vations sweep  nearly  unnoticed  through  the 
economy  from  obscure  niches  such  as  Woz's 
garage,  Bill  Gates'  Basic,  Bob  Metcalfe's  ether, 
Bolt  Beranek  &  Newman's  Internet,  Carver 
Mead's  laboratories  and  Bob  Noyce's  workbench.  On  the 
heels  of  these  seminal  tides  come  much  expensive  hype  and 
hullabaloo  from  the  established  industry,  which  is  trying  to 


absorb,  deflect  or  co-opt  the  threat.  This  rhythm  of  real 
enterprise  and  reactive  public  relations  explains  why  the 
telefuture  prophesied  in  Life  After  Television  rushed  in 
faster  than  expected,  and  why  the  key  developments  are 
often  downplayed  or  misinterpreted  today.  The  publicity  is 
ian  h,  broad  tides  of  change  that  have  swept 


through  society  since  1989. 

Take  John  Malone  and  Tele-Communications  Inc.,  for 
example.  They  are  important  not  for  the  new  dealmaking 
spectacles  but  for  decades  of  enterprise  that  have  created  a 
new  broadband  network  unique  in  the  world.  With  links  to 
63  percent  of  America's  homes — coaxial  lines  with  a 
capacity  some  416,000  times  the  capacity  of  telephone 
twisted-pair  wires  and  easily  upgradeable  to  two-way  com- 
munications— the  cable  industry  commands  a  key  resource 
for  the  telefuture. 

In  1989,  however,  as  Malone  consummated  his  network, 
he  and  TCI  were  still  discussed  by  the  press  chiefly  in  the 
idiom  of  organized  crime.  Mostly  financed  by  junk  bonds, 
cable  tv  was  derided  at  telecommunications  meetings  as  a 
conspiracy  of  political  action  committees — "PACs  with 
coax" — foisting  junk  services  on  the  American  people.  Ma- 
lone and  his  colleagues  appeared  in  the  pages  of  the  Wall 
Street  Journal  and  the  New  York  Times  chiefly  in  exposes  of 
corporate  chicanery. 

By  1993,  though,  the  "cable  czar"  had  reemerged  as  Dr. 
Malone,  the  reigning  genius  of  America's  broadband  future. 
TCI  loomed  as  the  spearhead  of  a  cable  industry  that  had 
become  a  unique  American  resource,  putting  the  U.S.  as 
much  as  a  decade  ahead  of  Japan  and  Europe  on  the  informa- 
tion superhighway. 

Even  Malone  could  not  keep  up  with  the  pell-mell  pace 
of  change.  In  the  early  summer  of  1992,  on  a  panel  at  a 
NewsCorp  Conference,  he  told  me,  "There  is  no  short-term 
need  to  accelerate  the  deployment  of  fiber  optics"  in  the 
cable  system.  The  winners  would  follow  a  strategy  of  "step- 
by-step,  incremental  change,"  he  told  the  crowd  of  news 
executives  and  Twentieth  Century  Fox  movie  and  broad- 
casting magnates. 

But  the  logic  of  the  technology  soon  engulfed  him.  Less 
than  a  year  later,  on  April  12,  1993,  Malone  publicly  com- 
mitted his  company  to  a  '$2  billion  investment  in  fiber — to 
connect  a  nonincremental  90  percent  of  his  customers  over 
the  following  four  years.  On  October  13,  1993,  he  sold  out, 
probably  at  the  top,  to  Raymond  Smith's  Bell  Atlantic  Corp., 
once  a  sleepy-time  regional  Bell,  now  an  entrepreneurial 
dervish  on  the  digital  highway.  "There's  no  time  to  waste  in 
deploying  this  infrastructure,"  Malone  then  explained. 

In  1989  the  great  information  companies  financed  by 
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lichael  Milken's  junk  bonds  were  still  seen  as  sleazy  cor- 
ocracies  teetering  on  towers  of  debt.  By  1993  TCI,  McCaw 
Cellular,  MCI,  Turner,  NewsCorp,  Viacom  and  Time  Warn- 
r — collective  beneficiaries  of  $10  billion  of  Milken  funds — 
ad  emerged  as  the  titans  of  the  new  information  economy 
nd  ruled  the  business  pages  of  the  press  for  months  on  end. 
corned  in  1989  as  part  of  a  Milken  scam  or  "Ponzi 
:heme"  by  Benjamin  Stein  in  Barrons,  James  B.  Stewart  in 
le  Wall  Street  Journal,  Connie  Baick  in  the  New  Yorker 
nd  other  acclaimed  reporters  and  analysts,  TCI  and  McCaw 
Dgether  attained  in  1993  a  total  market  value  of  around  $50 
ilhon. 

In  1989  the  most  weighty  wisdom  on  the  future  of  media 
^as  the  "Negroponte  switch" — the  theory  launched  by 
Jicholas  Negroponte  of  MIT's  Media  Lab  that  what  current- 
ly goes  by  air — chiefly  broadcast  video — would  soon  switch 
3  wires  (fiber  optic  and  coax),  while 
mat  currently  goes  by  wires — chiefly 
oice  telephony — would  massively 
love  to  the  air. 

In  Life  After  Television  I  urgently 
outed  the  Negroponte  switch.  I  still 
elieve  it  brilliantly  captures  the  key 
ectors  of  change.  Shortly  afterward, 
hough,  I  began  to  have  my  doubts  that 
tie  victory  of  fiber  as  a  delivery  system 
/ould  be  quite  so  total  as  I  had  imag- 
led.  After  all,  the  spectrum  of  electro- 
lagnetic  vibrations  is  essentially  infi- 
ite,  and  several  companies,  led  by 
/lotorola,  were  offering  wireless  local 
rea  network  (LAN)  equipment  operat- 
ag  at  Ethernet  or  Token  Ring  data 
ates  in  the  18-gigahertz  band — a  fre- 
uency  previously  used  chiefly  in  outer 
pace.  Moreover,  BIIC,  Photonics  and 
ther  firms  were  offering  LANs  in  the 
rrfrared  bands  of  the  spectrum — up  in 
he  terahertz  and  beyond — previously 
ised  in  the  air  only  by  low-data-rate  tv 
emotes  (although  infrared  pulses  were 
he  medium  of  fiber  optics). 

By  1994  the  vision  of  scarce  spec- 
rum  behind  the  Negroponte  switch 
vas  in  a  rout.  Qualcomm  Corp.  of  San 
)iego  introduced  a  cellular  technology 
hat  allowed  use  of  the  entire  spectrum 
n  every  cell  (rather  than  permitting 
requency  reuse  only  once  every  seven 
ells  as  in  current  cellular  technology), 
(y  creating  smaller  cells  in  larger  num- 
iers,  it  would  be  possible  to  multiply 
pectrum  almost  without  limit  while 
Irastically  lowering  handset  power 
isage.  Spectrum  once  too  scarce  to 
vaste  on  video  was  becoming  as  cheap 
ind  abundant  in  the  air  as  in  wires, 


where  fiber  optics  had  already  opened  an  era  of  potential 
bandwidth  abundance.  Andrew  Grove,  CEO  of  Intel,  memo- 
rably declared:  "You  think  computer  prices  are  plummeting. 
Wait  till  you  see  what  happens  to  bandwidth." 

Still,  there  remained  limits  to  the  use  of  higher  frequen- 
cies for  communication.  Higher  frequencies,  it  was  believed, 
created  prohibitive  problems  of  interference  and  power. 
Rain,  for  example,  would  drown  out  microwave  communi- 
cations. Pigeons  would  fry  on  the  antennas.  Then  Cellular 
Vision  of  New  York  Inc.  overthrew  this  conventional  wis- 
dom. It  announced  in  the  fall  of  1992  that  it  was  broadcast- 
ing 49  channels  of  studio-quality  video  in  the  28-gigahertz 
band  of  the  electromagnetic  spectrum  to  500  homes  in  the 
Borough  of  Queens.  The  total  cost  was  some  $300  per 
home.  Months  later,  Gigahertz  Equipment  of  Phoenix  was 
seeking  similar  licenses  in  the  West. 


Digital  Business  System 


It's  a  lot  easier  to  throw  away 
than  a  phone  system. 


a  phone  system  is  a  big  investment. 

That's  why  the  Panasonic  Digital 
Business  System  is  specifically 
designed  to  grow  with  the  flow.  All 
the  way  up  to  144  phones.  It's  also 
why  we  offer  the  only  Automatic  Call 
Distributor  (ACD)  that  doesn't  restrict 
call  distribution.  What's  more,  our 
feature-rich  system  offers  voice  mail, 
can  be  customized,  and  can  even 


So  call  us  at  1 -800-435-4DBS  for 
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Game  show  magnate  Jon  Goodson  declares  that  people  don't 
want  to  interact  with  game  shows.  "It  changes  the  game — for 
the  worse. "  Hollywood  has  determined  that  audiences  have  no  inter- 
est in  shaping  a  movie's  plot- — they  want  to  be  surprised. 


Although  many  observers  scoffed  at  these  microwave 
ventures,  on  August  4,  1993,  Bell  Atlantic  signed  up  to  mar- 
ket the  system  through  the  City  of  New  York  and  in  neigh- 
boring suburbs  to  the  north.  US  West  signed  up  with  Giga- 
hertz to  supply  service  in  its  own  region. 

Shaking  most  of  the  certainties  of  1980s  conventional 
wisdom,  such  insurgencies  all  stemmed  from  the  still  deep- 
er forces  of  the  microcosm  and  telecosm — described  in  Life 
After  Television — that  are  still  gaining  momentum  in  1994 
and  will  continue  to  cascade  through  the  technoscapes  of 
the  coming  decade. 

The  Avalanche  of  Bits 

But  with  Milken  banished  from  financial  mar- 
kets and  Malone  in  harvest  mode,  who  will 
ride  the  next  avalanche  of  bits  on  the  informa- 
tion superhighway — and  who  will  be  buried 
under  it?  Widely  regarded  as  likely  winners  are 
Edward  McCracken  of  Silicon  Graphics  Inc., 
the  aspiring  king  of  the  set-top  box  and  the  video  server, 
and  Jim  Clark,  SGI  founder  and  chairman  until  February  28 
(when  he  will  leave  to  start  his  own  interactive  tv  software 
company).  In  the  form  of  3D  graphics  hardware  and  soft- 
ware, SGI's  technology  is  central  to  the  triumph  of  comput- 
ers over  television  and  games.  Yet  the  company's  present 
strategy  is  to  retrofit  these  digital  engineo  into  the  television 
set-top  boxes  and  Nintendo  game  machines  of  the  precom- 
puter  culture.  Clark  hopes  to  provide  the  content. 

SGI  offers  compelling  reasons  for  this  strategy:  produc- 
tion volumes  and  foundries  for  the  Mips  4000  microproces- 
sor family  comparable  to  those  of  the  Intel  X86  standard;  a 
siphon  amid  the  possible  floods  of  software  revenues  to  be 
earned  by  Nintendo  using  the  SGI  architecture;  and  sales  of 
SGI  superservers  to  the  television  programming  industry. 
But  in  harvesting  these  benefits  over  the  next  five  years,  SGI 
and  Clark  risk  dissipating  their  energies  by  serving  the 
industries  of  the  past. 

Is  Mickey  Schulhof  at  Sony  Corp.  going  to  countervail 
these  trends?  He  is  trying  to  converge  and  digitize  all  the 
technologies  of  the  past  into  a  piriata  of  new  consumer 
appliances,  musical  hits,  videogames  and  movies,  making 
blockbuster  turkeys  such  as  Last  Action  Hero  and  selling 
everything  but  the  feathers  and  the  popcorn.  Schulhof 


grandly  plans  to  rule  both  ends  of  the  information  super- 
highway, with  Hollywood  video  and  musical  content  and  a 
panoply  of  appliances  to  play  them,  from  mgh-definition  tv 
sets  to  minidiscs,  CDs  and  videotapes,  game  players  and 
walkmasters.  But  Sony  may  merely  be  supplying  digital  cos- 
metics to  two  dying  industrial  establishments:  Hollywood 
and  consumer  electronics.  Making  an  array  of  incompatible 
and  incommunicable  devices,  Sony  is  defying  both  the  law 
of  the  microcosm,  which  compels  the  distribution  of  intelli- 
gence, and  the  law  of  the  telecosm,  which  asserts  the  expo- 
nential benefits  of  interconnection. 

Lest  the  information  superhighway  clog  up  with  wrecked 
hopes  and  misbegotten  plans,  let  us  look  for  the  false 
assumptions  behind  some  of  the  disappointments  of  today. 

GTE's  Cerritos,  Calif.,  project — the  first  full  test  of  inter- 
active services,  launched  in  the  mid-1980s — rolled  out  its 
cornucopia  of  on-demand  video,  instant  banking,  shopping, 
games  and  other  services  to  an  indifferent  marketplace. 
Although  the  results  are  still  shrouded  in  secrecy,  news 
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reports  suggested  that  people  just  didn't  want  to  take  the 
trouble.  US  West  and  TCI  are  said  to  have  made  similar  dis- 
coveries in  Denver.  If  the  world  lusts  for  interactivity,  why 
does  it  spurn  the  leading  interactive  market  tests? 

The  "killer  app"  for  these  new  broadband  systems  is  sup- 
posed to  be  pay-per-view  television.  But,  says  Frank  Biondi, 
president  of  Viacom,  "there  has  been  no  serious  take-up  for 
pay-per-view  in  20  years.  We  are  way  behind  revenue  projec- 
tions on  motion  picture  pay-per-view."  When  Time  Warner 
raised  its  pay-per-view  movie  bandwidth  from  five  to  60 
channels  in  the  Borough  of  Queens,  monthly  revenue  is 
reported  to  have  risen  by  only  some  $4  per  home.  "If  people 
really  hated  going  down  the  block  to  pick  up  a  movie,  video 
stores  would  have  a  thriving  delivery  business  today,"  com- 
mented Michael  Noll  of  the  University  of  Southern  Califor- 
nia in  the  software  newsletter  Release  1.0. 

3DO's  new  super-CD-ROM  multiplayer  and  graphics 
processor  may  someday  find  a  market  outside  Wall  Street. 
But  judging  from  the  fall  of  the  company's  stock  price,  from 
a  high  of  48-1/4  when  the  machine  was  launched  into  stores 
last  October  to  26  in  mid-January,  sales  have  been  disap- 
pointing. 3DO  indicated  that  some  50,000  units  had  been 
shipped  to  retaders,  compared  with  earlier  company  projec- 
tions of  "fewer  than  100,000"  and  euphoric  expectations  of 
many  more.  Sirmlarly,  after  investment  of  untold  hundreds 
of  millions  of  dollars,  the  Philips  CD-I  players  still  lag  in  the 
marketplace.  If  the  world  is  rushing  to  multimedia,  why  is  it 
so  slow  to  embrace  the  leading  new  multimedia  players? 

"Like  Feeding  Vitamins  to  a  Horse" 

Game  show  magnate  Jon  Goodson  of  Mark 
Goodson  Productions  declares  that  people 
don't  want  to  interact  with  game  shows. 
"It  changes  the  game — for  the  worse."  A 
1993  Dataquest  study  reported  that  people 
really  don't  want  to  interact  with  sports 
events.  TV  Answer,  now  Eon,  and  Interactive  Networks 
both  faded  to  break  through  with  plans  to  supply  interactiv- 
ity to  current-day  televisions  over  special  radio  frequencies 
allocated  for  the  purpose  by  the  FCC.  Hollywood  has  deter- 
mined that  audiences  have  no  interest  in  shaping  the  out- 
comes of  films,-  they  want  to  be  surprised.  If  people  don't 
want  to  interact  with  video,  how  can  the  world  move 
beyond  television? 

The  new  standard  for  digital  HDTV,  though  far  ahead  of 
the  old  analog  systems,  will  not  be  officially  unveiled  untd 
1995,  according  to  Richard  Wiley,  chairman  of  the  FCC's 
Advisory  Committee  on  Advanced  Television.  The  broad- 
cast companies  that  are  supposed  to  adopt  it  are  mostly 
uninterested.  "We  see  no  way  any  of  us  will  make  money 
out  of  this  thing,"  says  John  Swanson,  vice-president,  engi- 
neering, at  Cox  Broadcasting. 

Most  of  the  fiber-to-the-home  and  fiber-to-the-curb  com- 
panies have  been  disappointments — Raynet  and  BroadBand 
Technologies  have  had  difficulty  selling  their  equipment.  A 
superb  passive  optical  technology  has  so  far  failed  to  save 
BroadBand's  stock  price.  It  tumbled  from  a  high  of  52  early 


in  1993,  amid  the  uproar  over  the  information  superhigh- 
way, to  a  low  in  the  mid-20s  by  the  end  of  January  1994  as 
revenue  projections  were  lowered  by  analysts.  Raychem  has 
pumped  more  than  $100  mdlion  into  Raynet  without  yet 
generating  a  profit.  Meanwhile,  the  telephone  companies 
have  been  dallying  with  a  new  system  called  Asymmetrical 
Digital  Subscriber  Line,  which  will  let  them  send  full- 
motion  video  down  a  conventional  phone  line  at  six 
megabits  per  second  (near  to  the  practical  rate  of  an  Ether- 
net computer  network).  Although  Eh  Noam  of  the  Colum- 
bia University  Telecommunications  Center  says  ADSL  is 
"like  feeding  vitamins  to  a  horse  rather  than  buying  a 
truck,"  the  phone  companies  feel  that  if  they  have  to  com- 
pete with  tv,  it  is  cheaper  to  supercharge  the  old  copper  nag 
for  the  last  few  hundred  yards. 

On  the  content  side  the  picture  is  equally  cloudy.  At 
multimedia  conventions,  television  executives  declare  that 
there  is  no  way  they  can  make  money  with  the  kind  of  stuff 
currently  available  on  CD-ROMs  and  other  such  platforms. 
During  intermissions  they  mutter  off  the  record  that  the 
only  way  to  jump-start  this  market  is  through  virtual  sex. 

In  the  late  1980s  the  entire  Japanese  electronics  industry 
was  riding  high  with  the  harvest  of  profits  from  decades  of 
investment  in  consumer  electronics.  Deciding  that  "content 
is  king,"  Sony  and  Matsushita  each  bought  major  Holly- 
wood studios.  As  these  companies  moved  on  toward  HDTV, 
Western  pundits  prophesied  that  Japan  would  dominate  all 
advanced  electronic  industries,  from  semiconductors  to 
supercomputers.  Instead,  however,  the  Japanese  electronics 
industry  entered  a  period  of  prolonged  decline,  suffering 
heavy  financial  setbacks  and  even  losing  its  lead  in  semi- 
conductors to  American  firms. 

Strategists  Focused  on  Wrong  Industry 

From  Cerritos  to  Denver  and  on  to  Orlando, 
Omaha  and  Castro  Valley,  from  3DO  to  CD-I  and 
beyond,  from  BroadBand  to  Raynet,  from  Sony  to 
NEC,  the  current  and  impending  disappoint- 
ments spring  from  one  key  mistake.  With  some 
notable  exceptions,  the  leading  strategists  are 
focusing  on  the  wrong  industry.  You  can't  get  beyond  televi- 
sion by  collaborating  with  tv  companies  in  their  long  slide  to 
obsolescence.  You  can't  create  a  new  information  infrastruc- 
ture by  propping  up  the  old  telephone  networks  with  the 
right  to  provide  tv-type  services. 

The  new  3DO  and  Philips  CD-I  game  machines,  for  exam- 
ple, both  link  to  interlaced  tv  screens  that  display  every 
other  line  and  then  fill  in  the  gaps  on  a  second  sweep.  Inter- 
laced screens  mean  cumbersome  text  and  limited  graphics. 
Interlaced  screens  doom  multimedia  to  a  fringe  videotext 
fuzz.  Yet  these  new  game  players  shun  the  personal  comput- 
er and  its  installed  base  of  33  million  home  units  in  order  to 
build  up  a  new  installed  base  from  scratch,  connecting  to 
visually  inadequate  televisions. 

Interactivity,  almost  by  definition,  is  a  computer  func- 
tion, not  a  television  function.  Making  the  boob  tube  into  an 
interactive  hive  of  theater,  museum,  classroom,  banking  sys- 
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tern,  shopping  center,  post  office  and  communicator  is  con- 
trary to  the  nature  of  the  box. 

Millions  of  Americans,  however,  are  eager  to  turn  their 
personal  computers  to  these  pursuits.  Therefore,  it  is  natural 
that  nearly  all  the  relevant  activity  is  in  the  computer 
industry  rather  than  in  the  television  industry.  The  PC 
world  provides  an  environment  totally  alien  to  the  down- 
side dirges  of  consumer  electronics. 

As  Peter  Drucker  has  said,  an  entrepreneur  should 
always  heed  the  upside  surprises.  Upside  surprises  distract 
business  leaders  from  a  deadening  focus  on  problems  and 
target  them  on  their  opportunities.  In  the  information  econ- 
omy, the  best  opportunities  stem  from  the  exponential  rise 
in  the  power  of  computers  and  computer  networks,  micro- 
cosm and  telecosm.  In  the  computer  industry,  all  the  sur- 
prises tend  to  come  on  the  upside. 

For  example,  early  in  1993  the  two  leading  experts  in  the 
field,  Bill  Gates  of  Microsoft  and  Andrew  Grove  of  Intel, 
both  boldly  predicted  total  PC  sales  between  35  and  40  mil- 
lion, up  from  a  stupendous  32  million  in  1992.  In  an  out- 
come first  predicted  in  February  by  semiconductor  analyst 
Daniel  Klesken  of  Robertson  Stephens,  the  actual  number 
came  in  at  nearly  50  million,  between  25  and  40  percent 
above  the  forecasts — during  what  was  widely  reported  as  a 
down  year  for  computer  companies. 

This  drastic  surprise  engendered  waves  of  similar  upside 
surprises  through  the  industry.  Despite  a  chaos  of  compet- 
ing architectures  and  aspiring  standards  that  meant  any  par- 
ticular CD-ROM  would  most  likely  not  be  playable  on  your 
machine,  the  sales  of  multimedia-ready  computers  rose 
from  a  few  thousand  high-end  devices  in  1989  to  some 
three-and-a-half  million  in  1993,  bringing  in  some  $5  billion 
in  revenues.  Despite  general  disappointment  in  the  quality 
of  the  titles,  the  sales  of  CD-ROMs  soared  from  a  few  hun- 
dred thousand  in  1989  to  nearly  five  million  in  1993.  As  a 
harbinger  of  the  future,  sales  of  encyclopedias  in  CD-ROM 
format  surpassed  those  of  book  copies  in  1993. 

More  important  is  the  explosive  rise  in  networks.  Since 
1989  the  share  of  U.S.  computers  attached  to  networks  rose 
from  less  than  10  percent  to  more  than  60  percent.  Some  15 
million  are  now  attached  to  the  network  of  networks— the 
Internet— up  from  a  few  score  thousand  in  1989.  For  several 
years  the  interne:  grew  at  a  pace  of  15  percent  per  month. 


The  fatal  flaw  of  Silicon  Graphics,  3DO,  AT&T,  Raynet, 
Eon  and  QVC  is  that  they  are  trying  to  solve  the  problems  of 
the  telephone,  tv,  videogame  and  consumer  appliance  com- 
panies. The  problems  of  these  separate  industries  are 
unsolvable  in  the  face  of  the  integrating  sweep  of  the  com- 
puter networking  industry  juggernaut.  Television  problem 
solving  just  distracts  computer  firms  from  their  huge  and 
hugely  demanding  opportunity  to  usurp  phones,  televisions 
and  videogame  players  entirely  with  multimedia  PCs  and 
networks.  The  huge  telecom  and  consumer  firms  must  be 
enlisted  in  their  true  role:  supplying  networks,  peripherals 
and  programs  for  the  computer  industry. 

Hollywood  may  still  be  full  of  glamour,  but  the  surest 
sell  sign  for  a  technology  company  is  still  a  star-struck 
CEO.  It  is  not  altogether  reassuring  to  hear  Terrence  Gar- 
nett,  Oracle's  vice-president,  multimedia,  discussing  his 
boss'  place  in  the  industry.  After  schmoozing  at  a  party 
with  Hollywood  stars,  Garnett  confided  to  a  reporter:  "I 
would  have  a  hard  time  picturing  Lewis  Piatt  [president  of 
Hewlett  Packard]  sitting  at  that  party.  I  mean,  you  look  at 
Larry  Ellison  and  you  could  see  him  in  that  environment.  I 
couldn't  see  Jim  Manzi  [president  of  Lotus  Development] 
or  Philippe  Kahn  [president  of  Borland]  there.  They  don't 
look  good  in  Annani." 

The  most  Hollywood-sawy  executive  of  Silicon  Valley  is 
Jerry  Sanders  of  Advanced  Micro  Devices.  Star-struck  at  age 
20  and  bent  on  becoming  a  star,  he  discovered  shortly  after- 
ward that  actors  are  mostly  fungible  functions  and  their 
glamour  mostly  meretricious.  Rather  than  trying  to  get  rich 
in  Hollywood,  he  decided  to  enjoy  Hollywood  on  his  own 
tenns  after  he  got  rich  in  Silicon  Valley. 

The  irony  is  that  technology  companies  actually  hurt 
the  movie  business  more  than  they  help  it.  The  central 
message  of  Life  After  Television  for  the  film  industry  is 
that  the  new  technologies  are  targeted  directly  at  Holly- 
wood. Today  some  70  percent  of  the  costs  of  a  film  go  to 
distribution  and  advertising.  In  every  industry — from  retail- 
ing to  insurance — the  key  impact  of  the  computer  net- 
working revolution  is  to  collapse  the  costs  of  distribution 
and  remove  the  middlemen.  The  movie  business  is  now 
mostly  middlemen.  In  an  infonnation  industry  such  as  the 
movie  business,  distribution  costs  will  predictably  plum- 
met if  the  movie  business  embraces  networking. 


Forbes  ASAP 


TVs  and  Telephones:  Change  or  Crash 

Anyone  with  access  to  the  information 
superhighway  will  be  able  to  distribute  a 
film  at  a  tiny  fraction  of  current  costs. 
Moreover,  webs  of  glass  and  light  will  free 
the  producer  from  the  burden  of  creating  a 
product  that  can  attract  miscellaneous 
audiences  to  theaters.  Instead,  producers  will  be  able  to 
reach  equally  large  but  more  specialized  audiences  dispersed 
around  the  globe.  Rather  than  making  lowest-common- 
denominator  appeals  to  the  masses,  filmmakers  will  be  able 
to  appeal  to  the  special  interests,  ambitions  and  curiosities 
of  individuals  anywhere,  anytime. 

Limiting  these  opportunities  at  present  are  both  the  bot- 
tleneck of  telephone  nets  and  the  runaway  costs  of  film- 
making. Personal  computers  will  not  only  pulverize  the 
costs  of  distribution;  they  will  also  drastically  diminish  the 
costs  of  actual  film  production.  Today  leading  directors  can 
still  imagine  that  they  alone  command  the  capital  to  deploy 
the  new  digital  production  and  editing  tools.  But  any  capa- 
bility now  costing  a  few  hundred  thousand  dollars  is  sure  to 
cost  less  than  $20,000  in  five  years. 

Just  as  digital  desktop  publishing  equipment  unleashed 
thousands  of  new  text-publishing  companies,  so  the  new 
digital  desktop  video-pubhshing  systems  will  unleash  thou- 
sands of  new  filmmakers.  The  video  business  will  increas- 
ingly resemble  not  the  current  film  business,  in  which  out- 
put is  100  or  so  movies  a  year,  but  the  book  business,  in 
which  some  55,000  new  hardcover  titles  are  published 
annually  in  the  U.S.  alone.  After  all,  scores  of  thousands  of 
screenplays  are  already  written  every  year.  In  the  next 
decade  thousands  of  screenwriters  will  be  able  to  make  and 
distribute  their  own  films. 

Hollywood,  meanwhile,  will  move  toward  providing 
enhanced  experiences  through  virtual  reality  and  other 
expensive  technologies.  The  current  harbinger  is  Circus  Cir- 
cus' Luxor  resort  in  Las  Vegas,  a  gigantic  pyramid  that  is 
briefly  the  world's  largest  hotel.  Luxor  is  not  just  another 
Vegas  casino:  It  serves  chiefly  as  a  dormitory  for  six  ride-film 
theaters  on  the  first  floor.  Luxor  cost  some  $375  million  to 
budd.  The  largest  expense  was  the  $40  million  invested  in 
the  ride -films  at  the  heart  of  the  project.  The  individual  who 


made  these  films  was  Douglas  Trumbull,  formerly  Holly- 
wood's leading  supplier  of  special  effects  and  now  an  enemy 
of  the  Hollywood  establishment.  He  is  pioneering  the  new 
technologies  of  theatrical  presentation — a  held  abandoned  by 
Hollywood  in  the  1950s  when  antitrust  laws  were  interpret- 
ed as  barring  film  companies  from  owning  theaters.  Trum- 
bull's first  ride-film  hit,  the  incandescent  Back  to  the  Future, 
The  Ride,  saved  the  Universal  Theme  Park  in  Orlando  and 
set  a  new  technical  standard  for  the  medium. 

Life  After  Television  did  not  merely  predict  a  technical 
revolution,-  it  predicted  a  cultural  upheaval.  Moving  authori- 
ty from  elites  and  establishments  to  creators  and  customers, 
the  new  technologies  drastically  change  the  cultural  balance 
of  power.  Shifting  the  optimal  target  of  commercial  art  from 
vulgar  tastes  and  sensations  to  special  interests,  curiosities, 
hobbies,  ambitions  and  artistic  aspirations,  digital  multime- 
dia machines  will  transform  the  marketplace  and  elevate 
the  culture.  Only  by  addressing  the  new  opportunities  will 
companies  prosper  and  prevail. 

Computer  networks  are  the  pivotal  technology  of  the 
new  era.  They  are  the  chief  engine  of  the  division  of  labor — 
the  force  of  creativity  and  specialization  that  Adam  Smith 
identified  as  the  key  driver  of  economic  growth.  And  they 
are  the  reigning  spearhead  of  the  creative  destruction  that 
Joseph  Schumpeter  saw  as  the  key  to  all  economic  progress. 
The  domonetics  of  computer  networks  are  active  and 
dynamic  rather  than  passive  and  diversionary.  Unlike  games 
and  movies,  computer  networks  endow  people  with  new 
powers  of  self-improvement  and  wealth  creation.  They  free 
individuals  from  the  shackles  of  corporate  bureaucracy  and 
geography  and  allow  them  to  collaborate  and  exchange  ideas 
with  the  best  colleagues  anywhere  in  the  world.  Computer 
networks  give  every  hacker  the  creative  potential  of  a  facto- 
ry tycoon  of  the  industrial  era  and  the  communications 
power  of  a  tv  magnate  of  the  broadcasting  era. 

The  accelerating  spread  of  computer  networks  in  the 
early  1990s  explains  the  high  sense  of  opportunity  and  possi- 
bility in  an  economy  otherwise  in  the  doldrums.  To  prevail 
all  industries  will  have  to  adapt  to  network  powers  and  con- 
straints. This  means  telephone  and  tv  companies  will  have 
to  change  or  crash.  It  also  means  that  to  fulfill  the  promise 
of  the  Information  Age,  computer  companies  will  have  to 
adapt  to  the  laws  of  the  microcosm  and  telecosm.  They  will 
have  to  stop  dallying  with  game  machines  and  set-top  boxes, 
stop  their  infatuation  with  Hollywood  and  embrace  the 
empowering  promise  of  their  own  machines. 

Leading  any  hst  of  companies  that  grasp  this  reality  are 
Apple  and  Intel.  Both  have  made  large  strides  in  the  past 
year  toward  the  overthrow  of  the  establishments  of  con- 
sumer electronics,  telephony  and  television. 

Although  Apple  suffered  sharp  setbacks  in  1993,  the 
"teleputer"  strategy  launched  by  John  Sculley  in  recent 
years  began  to  bear  fruit  that  same  year  in  such  pioneering 
products  as  the  Quicktime  multimedia  operating  system, 
the  Macintosh  TV  and  the  Mac  Quadra  840AV. 

First  came  the  Mac  TV,  which  boldly  subsumed  a  full 
cable-ready  television  set  in  a  Macintosh  computer,  together 
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Tececosm  — 


Scorning  the  obsession  with  set-top  boxes  elsewhere  in  the  industry, 
Intel's  Grove  explains:  "The  PC  is  already  in  30  percent  of  the 
nation's  homes.  How  long  will  it  be  before  these  new  set-top  boxes  are 
in  30  percent  of  homes*  And  what  will  PCs  be  doing  by  thenl" 


with  a  stereo  CD-ROM  drive,  all  in  one  chassis.  Connectable 
to  a  VCR,  camcorder,  laserdisc  or  videogame  player,  the  Mac 
TV  costs  around  $2,000  and  signals  a  new  epoch. 

Moving  still  closer  to  the  teleputer  ideal  of  the  multime- 
dia production  center  is  the  Mac  Quadra  840AV.  Standing  for 
audio-visual,  the  AV  fulfills  the  ultimate  promise  of  the  tele- 
puter as  a  device  that  can  not  only  display  digital  video  but 
also  store,  edit  and  transmit  it.  With  input  ports  for  all  tv 
standards — including  the  European  PAL  and  the  American 


Gates  didn't  go  to  Hollywood;  Michael  Ovitz  went  to 


NTSC  and  studio  modes  S-video  and  composite  video — the 
Quadra  AV  can  convert  analog  images  to  a  digital  bit  stream 
to  be  stored,  edited  and  then  transmitted.  The  AV  can  also 
function  as  a  phone  and  stereo  and  contains  an  advanced 
digital  signal  processor  that  imparts  powers  of  speech  recog- 
nition and  synthesis.  Rivaled  as  a  multimedia  machine  only 
by  the  more  costly  and  powerful  Silicon  Graphics  Indy 
workstation,  the  Quadra  AV  is  unique  in  its  pattern-match- 
ing and  voice-recognition  features. 

In  early  December  1993  in  Tokyo,  Apple  introduced  the 
latest  version  of  Quicktime  running  Moving  Picture  Experts 
Group  (MPEG  standard)  video  at  30  frames  per  second  on  a 
Mac  Quadra.  Fujitsu  Ltd.'s  announcement  that  it  was  licens- 
ing the  technology  for  its  own  line  of  video  computers  signi- 
fied a  growing  awareness  that  Quicktime  was  becoming  a 
worldwide  multimedia  standard  even  before  the  Kaleida 
multimedia  system  and  the  so-called  Power  PC  emerged 
from  an  Apple-IBM  partnership. 

Fulfilling  Sculley's  promise  of  usurping  both  phone  and 
television  set,  these  new  cor;  outers  and  their  software  repre- 


sent the  first  generation  of  the  multimedia  era.  Already  an 
upside  surprise,  the  Quadra  840AV  moved  quickly  to  the  fore- 
front among  Apple  bestsellers,  showing  that  Apple  can  still 
do  best  in  the  marketplace  through  genuine  innovations. 
These  technologies  do  not  ape  the  price  points  and  form  fac- 
tors of  consumer  electronics;  they  do  not  hunker  down  or 
twist  themselves  into  pretzels  to  fit  in  a  set-top  box.  These 
products  extend  the  PC  imperium  into  new  territory. 

However,  in  a  world  with  Intel  chieftain  Andy  Grove 
aboard,  Apple  cannot  rest  on  its  teleputer  laurels.  Intel  is 
still  more  fiercely  focused  on  the  prize.  As  Grove  says:  "The 
PC  is  it.  That  sums  up  Intel's  business  plan  and  rallying 
cry."  Scorning  the  obsession  with  set-top  boxes  elsewhere 
in  the  industry,  he  explains:  "The  PC  is  already  in  30  per- 
cent of  the  nation's  homes.  How  long  will  it  be  before  these 
new  set-top  boxes  are  in  30  percent  of  homes?  And  what 
will  PCs  be  doing  by  then?  The  PC  is  not  any  one  thing.  It  is 
a  continuing  phenomenon,  and  every  couple  years  its  defini- 
tion changes.  The  Intel  goal  is  to  make  sure  that  the  living 
organism  of  the  PC  evolves  in  the  right  direction  to  contin- 
ue as  the  dominant  interactive  appliance  in  both  home  and 
business.  The  PC  is  not  a  fixed  product  but  a  continuum.  By 
contrast,  the  set-top  box  is  a  stationary  machine.  The  set- 
top  box  won't  have  the  volume,  the  installed  base,  the  soft- 
ware or  the  adaptability  of  the  PC.  By  the  time  they  get  all 
the  necessary  functions  into  the  set-top  box  at  the  right 
price  point,  the  PC  will  be  controlling  the  tv  as  a  mere 
peripheral."  Grove's  warning  is  exactly  on  target. 

Bandwidth  Frees  Computers'  True  Power 

Bruce  Ryon,  Dataquest's  chief  multimedia  ana- 
lyst, observes:  "If  you  talk  to  the  cable  set-top 
box  guys,  they  are  all  saying  that  they  are  not 
going  to  get  to  the  price  points  they  need  until 
three  to  five  years  out."  After  three  to  five 
more  years  of  Moore's  Law,  the  PC  will  be  a 
multimedia  machine  with  some  eight  times  the  power  and 
storage  capacity  at  the  same  price  that  brought  nearly  50 
million  unit  sales  in  1993  and,  according  to  Robertson 
Stephens'  Klesken,  promises  to  bring  some  55  million  unit 
sales  in  1994.  At  this  pace,  within  four  or  five  years,  PC  pen- 
etration into  homes  will  pass  60  percent. 

Virtually  all  these  PCs  will  be  connected  to  networks — 
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lost  of  them  with  10  megabits  per  second  or  more  of  band- 
idth — and  most  will  run  internal  buses  (linking  processors 

1  memory  and  display)  at  rates  of  close  to  a  billion  bits  per 
:cond,  ample  for  full-motion  video. 

These  new  PCs  being  prepared  at  Intel  and  Apple  will 
Lerge  with  the  new  tools  of  the  information  superhighway, 
echnologies  of  fiber  optics  and  wireless  communications, 
ass  and  air,  they  are  advancing  as  fast  as  the  microchip 
chnologies  of  sand.  Together  they  will  consummate  the 
>mputer  revolution  and  wreak  a  new  revolution  in  telecom. 

Until  endowed  with  broadband  connections,  the  com- 
iter  is  a  cripple  that  devotes  huge  portions  of  its  process- 
g  power  merely  to  compressing,  decompressing,  coding 
id  decoding  its  data  for  the  telephone  system  bottleneck. 

is  because  of  this  bottleneck  that  the  true  power  of  the 

2  remains  obscure  to  many  observers.  It  is  because  of  this 
)ttleneck  that  the  tv  and  consumer  electronics  industries 
in  imagine  themselves  as  significant  rivals  to  the  PC.  But 
ice  provided  with  broadband  communications,  the  PC 
ill  come  fully  into  its  exponential  harvest  from  micro- 
>sm  to  telecosm. 

As  Grove  points  out:  ''Infinite  processing  power  will  get 
>u  only  so  far  with  limited  bandwidth.  But  the  coming  era 

nearly  free  bandwidth  will  liberate  the  computer  to  fulfill 
>  powers.  Just  as  the  1980s  saw  the  demolition  of  the  ver- 
za\  structure  of  the  computer  industry,  so  the  1990s  will 
e  the  demolition  of  the  vertical  structure  of  the  communi- 
tions  industry." 

To  accelerate  the  day,  at  the  December  1993  Western 
able  TV  Show,  Intel  announced  that  it  is  developing  a  new 
imputer  on-ramp  for  the  information  superhighway.  In 
ague  with  General  Instrument  and  Hybrid  Technology, 
tel  demonstrated  a  modem  to  connect  computers  to  cable 

coax  at  Ethernet  speeds  of  10  megabits  per  second.  One  of 
veral  firms  preparing  to  release  computer  powers  onto 
ble  networks,  Intel  has  the  manufacturing  clout  and  mar- 
king power  to  make  cable  PC  a  widespread  reality. 

To  prepare  for  this  new  era  of  broadband  teleputing,  Intel 

introducing  a  new  bus  standard,  PCI,  that  runs  at  video 
ieeds — around  a  gigabit  per  second.  With  Apple's  recent 
idorsement,  PCI  seems  likely  to  become  the  prevailing  sys- 
m  for  personal  computer  internal  communications.  At  the 
me  time,  Intel  announced  a  full  desktop  teleconferencing 
stem.  Doggedly  pursuing  the  dual  goal  of  integrating  both 
rice  and  video  with  the  computer,  Intel  is  far  more  ready 

exploit  the  new  era  than  firms  panting  after  Paramount 
id  Nintendo. 

Nonetheless,  neither  the  Intel  nor  the  Apple  machines 
ing  nirvana.  As  multimedia  guru  Eric  Hoffert  of  Apple 
rints  out,  the  consummated  teleputer  requires  10  key 
Ivances.  They  include  an  asynchronous  transfer  mode 
TM)  interface,  fast  real-time  compression/decompression 
rips,  a  full  64-bit  microprocessor,  a  real-time  operating  sys- 
m  that  can  schedule  events  for  specific  times,  internal 
lses  that  run  the  gigabits-per-second  of  raw  high-definition 
deo  flows,  networked  multimedia  standard  software  to  sus- 
in  new  applications,  and  improved  human  interfaces  for 


multimedia  communication  and  access  to  media  databases. 
Furthermore,  the  teleputer  will  demand  huge  storage 
devices  for  the  many  gigabytes  of  data  in  ambitious  multi- 
media projects.  Finally,  it  will  entail  new  ways  of  encrypt- 
ing and  metering  information  so  that  the  creators  can  be 
paid  for  each  access  rather  than  requiring  customers  to  "buy 
the  reservoir,"  as  Wave  Systems  chief  Peter  Sprague  puts  it, 
"every  time  you  want  a  drink  of  water." 

Although  these  capabilities  are  available  today,  their  cost 
remains  in  the  scores  of  thousands  of  dollars.  Without  these 
features,  even  the  AV  and  the  Indy  suffer  nagging  limits  in 
storing,  processing,  editing  and  transmitting  the  full-motion, 
full-screen,  high-resolution  digital  video  of  our  dreams. 

Indeed,  if  this  were  the  television  industry,  such  a 
machine  would  remain  a  dream  for  decades  to  come.  But  in 
the  entrepreneurial  crucible  of  the  PC  industry,  all  these 
dreams  can  come  true  at  the  remorseless  pace  of  Moore's 
Law.  Within  the  next  five  years,  cheap  desktop  machines 
could  not  only  show  digital  movies  of  full  quality  and  reso- 
lution, but  also  create,  edit  and  transmit  them. 

With  this  development  at  hand,  all  through  Wall  Street  a 
warning  is  whispered:  "The  train  is  leaving  the  station." 
Content  is  scarce.  If  you  don't  get  it  now,  you  will  be  left 
behind  with  the  nerds  in  polyester. 

So  why  didn't  Andy  Grove  join  the  race  with  Viacom's 
Sumner  Redstone,  QVC's  Barry  Diller  and  all  the  rest  for  the 
grand  prize  of  Paramount?  Couldn't  someone  at  Intel  find 
him  an  Armani  suit?  Paramount  is  worth  $10  billion.  Intel 
is  worth  around  $25  billion.  It  could  easily  swallow  up  the 
movie  giant  and  combine  the  Intel  computer  and  communi- 
cations tools  with  Paramount's  creative  treasures. 

Even  more  significant,  though,  if  the  train  is  leaving  the 
station,  where  is  America's  sometimes  richest  man,  the 
world's  leading  digital  software  tycoon?  Most  of  the  prerequi- 
sites for  the  multimedia  teleputer  are  software  projects  now 
under  way  at  Microsoft.  Why  didn't  Bill  Gates  join  the  Hol- 
lywood rush?  He  is  famously  pursuing  content,  digitizing 
famous  works  of  art.  Like  Grove,  Gates  commands  a  compa- 
ny worth  close  to  $25  billion.  Gates  could  scoop  up  Para- 
mount into  his  content  venture,  Continuum  Productions, 
and  become  as  famous  and  fashionable  as  he  is  rich. 

But  Gates  is  the  epitome  of  PC  domonetics.  Gates  doesn't 
even  own  a  tv  set.  Without  mentioning  movies  or  games, 
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FORBES  ASAP  advertisers  have 
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box(es)  of  those  advertisers  that 
interest  you,  and  valuable 
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COMMUNICATIONS 


1.  ROLM,  A  SIEMENS  COMPANY  ROLM 
provides  business  telecommunications  systems, 
services,  applications  and  networks  that  drive 
customers  to  better  business  efficiency 
Flagship  products  are  9751  PBXs,  PhoneMail 
and  digital  FlOLMphones. 


•  Cellular  Phones  • 

2.  NEC  NEC  cellular  phones  and  accessories 
provide  extended  talktime,  hands-free  operation 
and  a  feeling  of  security. 


•  Data  Network  Products  and  Services  • 

3.  AN1XTER  INC.  Anixtei  is  a  global  networking 
and  wiring  systems  specialist  supplying  products 
and  services  for  the  transmission  or  data,  voice, 
video  and  multimedia. 


4.  ARDIS  ARDIS,  the  largest  nationwide  radio 
network,  provides  wireless  two-way  data  communi- 
cations ARDIS  enables  executives  and  mobile 
workers  to  access  their  corporate  information  sys- 
tems or  to  communicate  instantaneously  with  their 
peers. 


•  International  Communications  Services  • 

5.  COMSAT  WORLD  SYSTEMS  COMSAT  World 
Systems  is  an  international  satellite  communica- 
tions company  providing  broadcast  and  voice  and 
data  services  worldwide  via  the  INTELSAT  satellite 
network.  COMSAT  World  Systems'  customers 
include  international  communications  carriers, 
multinational  corporations  and  U.S.  and  foreign 
broadcasters  of  television  and  radio. 


•  Office  Phones  • 

6.  PANASONIC  DIGITAL  BUSINESS  PHONE 
SYSTEMS 


•  Telecommunications  • 

7.  SPRINT  The  Sprint  Priority  Gold  Package 
Special  recognition  for  special  people.  For  yours, 
call  1-800-597-5000. 


•  Voice  Processing  Solutions  • 

8.  AT&T  INTUITY™  VOICE  PROCESSING 
SOLUTIONS  The  totally  new  multimedia  communi- 
cations solution  that's  ready  for  the  future  of  your 
business.  Designed  to  enhance  your  communica- 
tions system  with  voice  messaging,  voice  response 
and  ultimately  fax,  text  and  video  messaging. 


•  Wireless  Messaging  • 

9.  SKYTEL.  The  SkyTel  nationwide  messaging  sys- 
tem delivers  important  information  to  you  instantly— 
virtually  anywhere  you  travel  in  the  U.S. 


HARDWARE 


•  Computer  Data  Security  • 

10.   MICRO   SECURITY  SYSTEMS.  INC. 

SecuriData  is  an  access  control,  data  encryption 
card  for  stand  alone  and  networked  personal  com- 
puters. Important  or  vulnerable  files  can  be  secured 
using  DES  encryption  algorithm. 


•  Consumer  Electronics  • 

11.  SHARP  WIZARD  OZ-9500.  For  more  informa 
tion  on  the  touch  screen  Sharp  Wizard  0Z-9500 
Electronic  Organizer,  call  1-800-321-8877.* 


•  Data  Storage  Subsystems  • 

12.  EMC  CORPORATION.  A  technological  leader 
in  the  field  of  data  storage  and  retrieval,  specializes 
in  the  development  ana  worldwide  marketing  of 
innovative,  high  performance  storage  products  and 
related  services. 


WET  I'  1 1 1 1  ■iwm— 

13.  COMWARE  INCORPORATED  Comware 
Incorporated  creates  Electronic  Performance 
Systems  (EPS)  which  are  the  information-age  alter- 
natives to  traditional  training  and  support.  EPS 
improves  employee  performance  for  mission  critical 
systems. 


•  Integration* 

14.  CONTROL  DATA  SYSTEMS,  INC.  Our  job  is 

to  improve  your  business  by  providing  the  best  inte- 
grated information  technology  solutions  available, 
whether  you  reguire  client/server.  Networks,  Help 
Desks,  or  Hotline  support. 


•  Presentation  Services* 

15.  SLIDEIMAGERS.  Output  computer  files  to 
slides,  overheads,  Canon  Color  Lasers  &  Large 
Format  Color  Posters.  Kodak  Photo  CD  &  Portfolio 
Service  Center.  Overnight  Services.  Call  Today! 


SOFTWARE 


16.  QUARTERDECK  OFFICE  SYSTEMS  QEMM, 
386,  DESQVIEW/X,  DESQVIEW-386.  Quarterdecj 
develops  and  markets  multitasking  and  memorj 
management  software  which  enhances  the  produo 
tivity  of  DOS-based  personal  computers. 


•  Databases  • 

17.  INFORMIX  SOFTWARE,  INC.  Informix  prod 
ucts  include  powerful  distributed  databasi 
management  systems,  robust  application  develop 
ment  tools,  and  graphical  and  character-base] 
productivity  software  for  delivering  information  ti 
every  significant  desktop  platform. 


•  Investing  • 

18.  CHARLES  SCHWAB  &  CO.,  INC.  Charle 
Schwab  &  Co.,  Inc./StreetSmart.  The  first  investin 
software  for  Windows,  lets  you  place  your  ow 
trades  and  saves  you  an  extra  10%  every  time  yo 
invest. 


•  Stock  Analysis  • 

19.  VALUE  LINE.  Value  Screen  III  is  a  PC-base 
sorting  and  screening  program  with  over  50  curreri 
data  items  on  each  of  the  1500+  companies  includ 
ed  in  the  Value  Line  Investment  Survey. 


OTHER 


•  Computer  Presentations  • 

20.  ADVANCED  DIGITAL  SYSTEMS.  Compute] 
Presentations  made  easy  and  portable  The  TV  Elitl 
converts  your  computer  display  to  show  on  Bii 
Screen  TV  or  you  can  even  record  to  Videotape 
Now  present  your  computer  graphics,  spreadsheet) 
and  multimedia  presentations  easily  to  a  large  audj 
ence  by  simply  connecting  your  computer  to  a  TV! 


•  Enterprise  Solutions  • 

21.  DATA  GENERAL  CORPORATION  Dat 

General  is  an  open  computer  systems  company  spe 
cializihg  in  services,  storage  products  fat 
information  systems  users  worldwide. 


•  Financial  Services  • 

22.  THE  BERGER  FUNDS  The  Berger  100  an| 
101  Funds.  Discover  a  mountain  of  growth  potentia 
in  mutual  fund  investing.  Call  1-800-333-1001  for. 
prospectus.  Read  it  carefully  before  investing. 


•  Information  Systems  • 

23.  UNISYS  CORPORATION  Unisys  Corporatioi 
is  a  leading  information  systems  company  wit| 
60,000  customers  in  100  countries.  The  company  ii 
a  major  supplier  of  information  services  and  tech 
nology  to  financial  service,  government 
telecommunications,  airline  and  other  commercia 
markets. 


•  Science-Based  Industrial  Park  • 

24.  HSINCHU  SCIENCE-BASED  INDUSTRIE. 
PARK  Free  consultation  on  investing  in  Asia's  lead 
ing  science  park  including  attractive  incentives  sucl 
as  venture  capital,  technical  manpower,  and  specia 
tax  programs. 


*  Advertiser  will  accept  calls  only. 
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he  can  spiel  off  dozens  of  detailed  ideas  for  applications  for 
the  digital  highway  in  the  time  it  takes  John  Malone  to  list 
his  market  tests  and  caveats.  Gates  invested  nearly  10  years 
of  fatigue  and  futility,  money  and  energy  in  the  CD-ROM 
market  as  an  alternative  to  tv.  Today's  triumph  of  the  CD- 
ROM  is  a  supreme  vindication  for  Gates'  PC  strategy.  Why 
should  he  abandon  it  now? 

Train  leaving  the  station?  Gates  told  Forbes  ASAP, 
"That's  a  joke."  Gates  has  always  acted  on  the  assumption 
that  Microsoft — or,  more  generally,  the  PC — is  the  train  and 
he  is  driving  it.  In  1985  he  declared:  "Television  is  passive 
entertainment.  We're  betting  that  people  want  to  interact, 
choose  different  paths  and  get  feedback  from  the  machine 
about  what  they  have  really  learned."  Almost  a  decade  later, 
in  the  January  10,  1994,  New  Yorker,  he  was  still  making 
the  same  point.  Calling  interactive  tv  "a  really  bad  name  for 
the  in-home  device  connected  to  the  information  highway," 
he  stated:  "The  bottom  line  is  that  two-way  communication 
is  a  very  different  beast  than  one-way  communication....  A 
phone  that  has  an  unbelievable  directory  [and]  lets  you  talk 
or  send  messages  to  lots  of  people,  and  works  with  text  and 
pictures  is  a  better  analogy  than  tv....  Because  tv  had  very 
few  channels,  the  value  of  tv  time  was  very  high  so  only 
things  of  very  broad  interest  could  be  aired  on  those  few 
channels.  The  information  highway  will  be  the  opposite  of 
this — more  like  the  Library  of  Congress  but  with  an  easy 
way  to  find  things."  Exactly  the  message  of  Life  After  Tele- 
vision. 

Gates  did  not  hustle  after  Hollywood.  Barry  Diller  and 
Michael  Ovitz  had  to  seek  him  out  in  Seattle.  Bill  Gates  has 
fiercely  focused  Microsoft  on  the  PC  culture.  In  the  NT  oper- 
ating system,  he  is  pushing  a  system  with  multimedia  inter- 
faces, which  thrusts  Microsoft  into  the  middle  of  the  fray  in 
computer  multiprocessing  and  computer  networking.  That  is 
the  heart  of  the  new  era. 

PC's  Superior  Demographics 

The  reason  Gates  and  Grove  are  not  interest- 
ed in  Paramount  is  no  mystery.  They  don't 
need  it.  They  already  command  a  much 
larger,  faster-growing,  more  creative  and 
more  promising  vehicle  for  their  capital. 
Selling  nearly  50  million  units  in  1993,  at 
an  average  price  some  four  times  higher  than  that  of  a  tv, 
the  PC  is  not  only  a  bigger  market  than  television  and 
movies  put  together,  it  is  also  a  better  market  in  every  way. 
In  1992  the  U.S.  computer  industry  commanded  total  sales 
of  $161  billion,  compared  with  $104  billion  in  total  rev- 
enues for  tv  and  films.  The  revenues  from  computer  hard- 
ware sales  were  more  than  six  times  the  revenues  from  tv 
sales,  and  home  computer  sales  were  growing  10  times  as 
fast.  More  important,  the  demographics  of  the  PC  industry 
are  far  superior.  Television  buyers  are  median  American 
couch  potatoes  who  pay  some  $400  for  their  machines.  PC 
buyers  mostly  come  from  the  upper  income  quintiles,  usu- 
ally have  higher  education  and  pay  an  average  of  some 
$1,500  for  their  machines  and  then  put  out  another  $1,500 


or  so  for  software  and  peripherals. 

Most  crucial  of  all  is  the  difference  in  the  use  of  the  two 
devices.  While  tv  watchers  use  their  machines  to  lull  them- 
selves and  their  children  into  a  stupor,  PC  users  exploit  their 
machines  to  become  yet  richer  and  smarter  and  more  pro- 
ductive— and  still  better  able  to  exploit  future  computer 
advances.  The  PC  customer  is  also  the  creator  of  new  appli- 
cations and  add-on  devices.  The  tv  is  a  consumption  prod- 
uct. The  PC  is  a  supply-side  investment  in  the  coming 
restoration  of  the  home  to  a  central  role  in  the  productive 
dynamics  of  capitalism,  and  the  transformation  of  capital- 
ism into  a  healing  force  in  the  present  crisis  of  home  and 
family,  culture  and  community. 

How  can  this  be  when  the  computer  is  so  often  con- 
demned as  a  divisive  and  polarizing  force  in  American  life, 
the  tool  of  an  elite  of  nerds,  a  weapon  of  dehumanizing 
bureaucracy?  These  charges  were  partly  valid  for  the  main- 
frame computers  of  old.  But  as  the  PC  gains  communica- 
tions powers  and  evolves  into  a  teleputer,  its  social,  cultural 
and  pohtical  impacts  change  completely.  As  it  ushers  in  a 
life  beyond  tv,  it  becomes  a  powerful  force  for  democracy, 
individuality,  community  and  high  culture. 

The  leading-edge  computers  always  go  first  to  the  elites 
who  can  use  them  best  and  help  develop  them  for  others.  All 
new  technologies  are  first  purchased  by  elites  and  mastered 
by  them  before  they  reach  a  larger  public.  The  PC  plays  a  role 
in  contemporary  culture  resembling  the  role  of  the  Model  T 
automobile  in  20th-century  industrial  culture. 

Owners  of  the  Model  T  could  not  simply  jump  in  and 
drive  the  machine.  They  had  to  learn  how  to  maintain  and 
repair  it.  Many  of  them  learned  how  to  take  it  apart  and  put 
it  back  together.  They  became  an  industrial  elite  with  the 
mechanical  skills  that  won  two  world  wars  and  propelled 
the  U.S.  to  the  forefront  of  the  world  economy. 

Similarly,  the  linked  PCs  of  today  and  the  teleputer  net- 
works of  tomorrow  seem  formidable — difficult  to  get  in  and 
drive.  At  times  they  appear  to  be  the  tools  of  a  new  elite. 
But  teleputers  feed  on  the  most  rapid  learning  curves  in  the 
world  economy,  and  in  proportion  to  their  powers  are  the 
cheapest  technologies  in  history.  Just  as  the  tv,  once  an 
exotic  tool  of  elites,  became  even  more  ubiquitous  in 
America  than  the  telephone  or  the  automobile,  the  teleput- 
er will  end  the  decade  not  as  a  luxury  but  as  an  indispens- 
able appliance. 

It  is  companies  that  shun  the  PC  today  in  order  to  cater 
to  the  tv,  consumer  electronics  and  telephone  industries 
that  will  end  up  in  luxury  backwaters.  They  will  resemble 
the  companies  that  catered  to  the  mainframe  trade  early  in 
this  decade,  or  those  that  catered  to  the  horse  business  early 
in  this  century.  They  may  find  exotic  or  intriguing  niches. 
Yet  just  as  the  real  action  was  not  at  Churchill  Downs  or 
the  Peapack  Hunt  Club  but  in  Detroit,  the  real  action 
today — the  source  of  wealth  and  power — is  not  at  Nintendo 
or  Sega,  Hollywood  or  QVC.  It  is  in  the  scores  of  thousands 
of  computer  and  software  companies  that  make  up  the 
industrial  fabric  of  the  Information  Age — the  exhilarating 
new  life  after  television.  ASAP 
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By  David  H.  Freedman 


Why  Big  Retailers  Love 
little  Scotch  Maid 

"We  sell  clothes  and  service,  and  these  days  service  is 
information,"  says  the  company's  CIO.  That's  how 
$70  million  Scotch  Maid  gets  shelf  space  at  Kmart. 


It's  Monday  morning,  but  Ivars  (Ike) 
Eichvalds  isn't  driving  to  his  office  in 
Manhattan.  Instead,  the  chief  infonna- 
tion  officer  of  garment  manufacturer 
Scotch  Maid  is  heading  from  his  home 
in  Succasunna,  N.J.,  to  the  company's 
distribution  center  in  McAdoo,  Pa. 
There  he  will  supervise  preparations  for 
filling  a  6,000-carton  order  for  cotton- 
lycra  leggings  and  other  bodywear  that 
came  in  from  Kmart  the  night  be  ore. 
He'll  be  getting  help,  though:  MIS  man- 


ager Andres  Ortiz  and  senior  program- 
mer Eh  Felberman  will  be  there  too. 

CIOs  and  their  staffs  don't  nonnally 
run  shipping  departments.  But  the 
round-faced,  ebullient  Eichvalds  cites 
three  reasons  for  the  220-mile  round 
trip,  which  he  makes  at  least  once  a 
week.  First,  he  believes  information 
technology  managers  should  be  inti- 
mately familiar  with  all  key  aspects  of 
their  businesses.  Second,  the  inventory 
and  shipping  process  at  Scotch  Maid 


has  become  so  automated  that  few 
other  people  in  the  company  can  moni- 
tor it  as  closely  as  he  can.  And,  finally, 
this  company  makes  a  point  of  blurring 
the  line  between  what  gets  stuffed  in 
its  boxes  and  what  gets  transmitted 
over  its  modems.  "We  don't  just  sell 
clothes,"  says  Eichvalds.  "We  sell 
clothes  and  service,  and  these  days  ser- 
vice is  information." 

The  payoff  afforded  by  this  philoso- 
phy has  been  generous.  Scotch  Maid's 
annual  revenues  from  its  lines  of  the 
stretchy  women's  garments  known  as 
bodywear  have  grown  horn  $3  million 
to  more  than  $70  million  in  the  past 
five  years — an  average  annual  increase 
of  approximately  80  percent.  Most  of 
that  growth  has  come  from  Scotch 
Maid's  business  with  Kmart.  But  the 
company  also  supplies  clothing  to  Wal- 
Mart,  Sears,  J.  C.  Penney  and  others, 
which  has  allowed  it  to  sprint  ahead  of 
well-established  competitors  like 
lacques  Moret  to  become  the  largest 
private-label  supplier  of  bodywear  in 
the  United  States. 

Tying  In — Electronically 

Giant  discount  retailers  like  Wal- 
Mart  and  Kmart  have  become  celebrat- 
ed for  their  efforts  to  tighten  their 
inventory  cycles  by  tying  into  their 
suppliers  electronically.  Although  this 
is  not  a  tall  order  for  giant,  highly  com- 
puterized manufacturers  like  Levi 
Strauss,  Hanes  and  Gillette,  smaller 
suppliers  often  struggle  to  meet  retail- 
ers' increasingly  stringent  require- 
ments. But  Scotch  Maid,  as  small  as  it 
was,  decided  in  1992  to  convert  what 
should  have  been  a  burden  into  a  com- 
petitive advantage. 

Not  only  has  the  company  come  to 
meet  all  of  Kmart's  and  other  large 
retailers'  requirements,  but  it  has 
matched  the  efforts  of  some  of  the 
industry  giants.  Indeed,  it  has  taken  a 
pioneering  role  in  electronic  intercom- 
pany inventory  management  and  has 
been  aggressively  creative  in  leveraging 
that  investment.  Scotch  Maid  now 
wins  new  business  with  smaller  retail- 
ers  such  as  Lands  End  in  part  by  offer- 
ing to  teach  them  how  to  benefit  from 
these  techniques.  "When  we  walk  in  to 
a  new  customer,  we  have  to  give  them 
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THE  1994  ALL-STAR  COMPUTER  BOWL 


The  Computer  Museum  proudly  presents  the  All-Star  Computer  Bouji  which  mill  tip  off  on  Rpril  29th  atThe  Civic  Auditorium 
in  San  Jose.  Satellite  broadcast  of  the  match  mill  be  transmitted  to  the  Microsoft  campus  in  Redmond  and  The  Computer  Museum  in 
Deantown.  Will  this  turn  out  to  be  a  slam-dunh  for  the  Rll-Stars  from  the  East?  Or  mill  the  in-your-face  style  of  the  Western  Rll-Stors 
prevail?  Rnd  what  on  earth  does  basketball  have  to  do  with  computers?  There's  only  one  may  to  find  out.  and  once  again, 
tickets  will  he  hard  to  come  by  since  there  mill  be  no  local  TV  play-by-play.  Call  [G17]  42G-2800  extension  399  now  to  reserve  your  seats.  ★ 
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a  reason  to  buy  from  us  instead  of  an 
existing  supplier/'  says  Scotch  Maid 
CEO  Robert  Silverman.  "High-quality 
product  and  an  attractive  price  are  only 
starting  points  for  us.  Now  we're  in  a 
position  to  add  real  value  through  our 
information  systems." 

Body  we  ar  and  information 

Founded  in  the  1950s  by  Myron  Sil- 
verman, Scotch  Maid  quickly  estab- 
lished a  modest  niche  for  itself  provid- 
ing retailers  with  private  label 
hosiery — that  is,  hosiery  packaged 
under  the  retailer's  own  name.  When 
son  Robert  took  over  the  business  in 
1986  (Myron  has  stayed  on  in  an  advi- 
sory role),  the  company  was  tiny  but 
profitable,  with  less  than  $2  million  in 
sales.  Robert  Silverman,  however,  was 
convinced  Scotch  Maid  could  succeed 
in  a  new  and  growing  arena:  the  mar- 
ket for  leotardlike  bodywear  worn  at 
the  gym.  He  was  right.  By  1988  Scotch 
Maid's  sales  had  doubled. 

About  three  years  ago,  Kmart  began 
to  seriously  pressure  suppliers  to  help  it 
better  manage  its  inventory  by  swap- 
ping data  electronically.  Scotch  Maid 
didn't  exactly  have  a  leading-edge  IT 
setup  at  the  time,  but  Silverman 


guessed  that  if  the  company  wanted  to 
continue  to  increase  sales  at  Kmart,  it 
was  time  to  get  one.  You  see,  Kmart 
was  making  no  bones  about  the  fact 
that  it  would  give  preference  to  ven- 
dors that  could  tie  their  inventory  sys- 
tems into  Kmart's.  In  late  1992  Silver- 
man recruited  Eichvalds,  who  had 
spent  the  previous  eight  years  as  CIO 
of  ski  resort  operator  SKI  Limited. 

Eichvalds  knew  he  had  his  work  cut 
out  for  him.  He  had  been  with  Scotch 


Maid  only  three  days  when  he  discov- 
ered that  the  company  was  paying 
$100,000  a  year  for  a  suite  of  phone 
lines  it  never  used.  He  also  found  that 
no  accurate  data  existed  to  enable  the 
company  to  determine  the  cost  of  pro- 
ducing a  particular  outfit,  making  prof- 
itable pricing  a  hit-or-miss  affair.  Nor 
was  the  computerized  order-entry 
process  reliable.  Early  in  Eichvalds' 
tenure,  the  computer  shut  down  in  the 
middle  of  a  $2  million  order  from 
Kmart. 

Since  then  Eichvalds  has  helped 
refine  Scotch  Maid's  use  of  IT  to  such  a 
degree  that  it  has  become  critical  to 
every  aspect  of  the  business:  design, 
pricing,  manufacturing,  merchandising 
and  inventory.  "It  isn't  enough  to  keep 
IT  aligned  with  the  company's  business 
strategy,"  says  Eichvalds,  who  reports 
to  and  receives  the  enthusiastic  back- 
ing of  Silverman.  "Now  IT  has  to 
shape  the  strategy." 

Computer  Power  Lurks 

At  first  glance,  Scotch  Maid's  head- 
quarters does  not  look  like  a  high-tech 
enterprise.  All  45  employees  here 
(another  400  work  in  the  Pennsylvania 
factory  distribution  facilities)  are 


squeezed  into  one  floor  of  a  nonde- 
script building  on  34th  Street  in  Man- 
hattan's bustling  garment  district, 
where  clothing  racks  fly  through  door- 
ways and  around  corners  without 
warning,  as  if  rocket-propelled.  Most  of 
the  crisp,  white  office  walls  are  fes- 
tooned with  grids  to  which  haphazard 
displays  of  product  samples  are  fas- 
tened. The  atmosphere  is  loud  and  ani- 
mated in  the  distinct  rhythm  that 
makes  traveling  New  Yorkers  feel  as  if 


the  rest  of  the  world's  batteries  have 
run  down.  PCs  are  not  on  every  desk. 
Even  if  they  were,  it  would  be  hard  to 
imagine  any  of  these  people  standing 
still  and  quieting  down  long  enough  to 
use  one. 

But  computer  power  lurks — a  good 
chunk  of  it  crammed  into  a  small  bull 
pen  that  serves  as  the  company's  com- 
puter-aided design  department.  Here, 
four  high-powered  Macintoshes  (whose 
specialized  CAD  boards  push  their 
prices  to  as  much  as  $37,000  each) 
allow  employees  to  electronically  piece 
together  the  clothing  designs  conceived 
on  the  streets  of  Paris,  London  and 
Venice  Beach. 

Four  times  a  year,  salespeople  and 
designers  take  the  ultra-high-definition 
Mac  designs  that  spill  out  of  a  custom- 
rigged  Canon  color  printer  to  Kmart 
and  other  private-label  customers. 
Sometimes,  to  help  buyers  better  visu- 
alize the  products'  impact  in  stores, 
the  designers  will  go  as  far  as  to  print  a 
detailed  mock-up  of  an  entire  retail 
display  area,  complete  with  clothing 
racks  filled  with  Scotch  Maid  products, 
wall  panels  and  even  a  video  screen 
showing  a  workout  tape.  The  buyers 
tell  the  designers  what  they  like  and 
what  they  don't  like,  and  the  designers 
head  back  to  their  Macs  to  customize 
the  lines. 

After  final  customer  approval,  the 
printed  designs  are  brought  to  the 
McAdoo  facility,  or  to  a  second  plant 
in  nearby  Weissport.  Manufacturing 
employees  examine  the  designs  and, 
using  any  of  a  network  of  PCs  running 
special  software,  electronically  sketch 
out  markers — blueprints  for  cutting  the 
huge  rolls  of  fabric  into  pieces  that  are 
ready  for  sewing.  The  network  is  con- 
nected to  a  plotter  that  prints  out  the 
finished  markers.  If  artwork  is  to  be 
printed  on  the  fabric,  as  is  often  the 
case  with  T  shirts,  the  art  is  transmit- 
ted via  phone,  Mac  to  Mac,  to  a  print 
shop.  The  print  shop  creates  the 
"screens"  through  which  the  design  is 
inked  onto  the  fabric. 

That's  where  the  other  hidden 
chunk  of  computing  power  at  head- 
quarters— an  IBM  AS/400  minicomput- 
er— comes  in.  The  computer  runs  a 
software  package  that  handles  pricing, 


Scotch  Maid  tries  to  keep  about  six  weeks' 
worth  of  inventory  on  hand.  Since  it 
typically  takes  at  least  five  weeks  to 
produce  more  goods,  there  isn't  a  lot  of  room 
for  miscalculation. 
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nanufacturing,  supplies,  order  entry, 
nventory,  garment  specs  and  shipping, 
rhe  software's  real  value  becomes  clear 
vhen  new  orders  come  in.  (With 
Cmart  and  Wal-Mart,  this  occurs  week- 
y  via  a  computer-to-computer  phone 
ransmission.)  The  first  order  of  busi- 
iess,  of  course,  is  to  fill  the  order  from 
nventory.  In  the  case  of  the  Sunday 
:vening  Kmart  order,  which  at  an  aver- 
ige  volume  of  6,000  cartons  per  week 
s  always  Scotch  Maid's  largest,  the  last 
jox  must  be  out  the  door  by  the  fol- 
owing  Friday  at  8  p.m. 

When  a  box  has  been  correctly 
)acked — a  certainty  that  handheld 
icanners  ensure — the  PC  will  print  out 
i  bar-code  label  that  is  placed  on  the 
jox.  The  label  indicates  the  box's  con- 
ents  and  directs  it  to  the  Kmart 
egional  distribution  centers — and  ulti- 
nately  which  of  the  2,200  stores — that 
ire  slated  to  receive  its  contents.  The 
:artons  are  then  trucked  to  Kmart's 
vforth  Bergen,  N.J.,  regional  distribu- 
ion  center.  Within  20  minutes  they 
ire  on  their  way  to  any  of  the  other 
ive  U.S.  distribution  centers.  An  elec- 
tonic  invoice  goes  along. 

lUST-lN-TlME  INVENTORY 

Scotch  Maid  tries  to  keep  about  six 
fveeks'  worth  of  inventory  on  hand. 
>ince  it  typically  takes  at  least  five 
/veeks  to  produce  more  goods,  there 
sn't  a  lot  of  room  for  miscalculation, 
ro  stay  on  the  money,  Scotch  Maid 
lownloads  Kmart's  current  and  histori- 
;al  sales  figures  for  each  of  the  approxi- 
nately  140  items  that  reside  on  its 
shelves  at  any  given  time — items  that 
/ary  by  style,  color  and  size.  Vice-presi- 
lent  of  merchandise  Michael  Monday 
hen  studies  print-outs  of  the  figures  for 
signs  that  sales  might  be  diverging 
:rom  Kmart's  projections.  "Kmart 
ioesn't  always  have  time  to  do  a  really 
refined  analysis  of  sales  for  all  our  pred- 
icts,"  explains  Monday.  "So  we  do  it 
'or  them." 

Even  if  Kmart  did  have  the  time  and 
inclination  to  study  the  figures  as 
intensely  as  Monday,  it  could  hardly 
expect  to  do  a  better  job:  Scotch  Maid 
nired  Monday  away  from  Kmart.  In  his 
mid-30s  and  characterized  by  a  quick 
2xin  and  a  boyish  intensity,  Monday 


sits  behind  a  desk  covered  with  a  half- 
dozen  binders.  He  spins  around  in  his 
chair  every  so  often  to  pull  out  yet 
another  binder  from  the  file  cabinets 
behind  him.  As  he  skims  the  endless 
array  of  reports,  he  picks  out  clues  to 
potentially  important  trends.  Leggings 
with  lace — a  hot  item  just  a  few 
months  ago — seem  to  be  falling  out  of 
fashion,  he  notes. 

When  Monday  is  ready  to  adjust  the 
sales  predictions,  the  AS/400  software 
converts  the  new  numbers  into  figures 
that  indicate  how  much  the  company 
needs  to  adjust  its  planned  production 
for  each  item.  It  then  spits  out  the 


amount  of  fabric  and  trim  that  need  to 
be  purchased,  as  well  as  the  labor 
required,  so  that  contractors  can  gear 
up.  Monday  and  the  system  have  pre- 
dicted order  volumes  so  successfully 
that  Scotch  Maid  almost  always  fills  at 
least  99  percent  of  the  weekly  order. 
Kmart's  standards,  however,  are  exceed- 
ingly high.  Monday  keeps  by  his  side  a 
fax  that  one  of  Kmart's  buyers  sent  him 
a  few  months  ago  when  the  order  fill 
rate  slipped  to  97  percent;  it  reads, 


"You're  losing  your  touch — why?" 

"When  I  was  at  Kmart,  I  never  real- 
ized how  seriously  vendors  take  that 
kind  of  offhand  comment,"  Monday 
says.  "Trying  to  hedge  against  making 
any  negative  impressions  keeps  us 
totally  on  edge  here." 

On  the  whole,  though,  Kmart  seems 
pleased — so  much  so  that  it  is  includ- 
ing Scotch  Maid  in  its  more  selective 
advanced  inventory  management 
schemes.  One  of  the  most  important  of 
these  is  vendor-managed  inventory, 
which  will  do  away  with  ordering  alto- 
gether. Kmart  will  simply  specify  the 
inventory  level  it  wants  to  maintain 


and  then  expect  Scotch  Maid  to  moni- 
tor the  stores'  sales  and  make  its  own 
decisions  about  replenishment.  "Only 
the  biggest  vendors,  like  Hanes,  do  this 
nght  now,"  says  Eichvalds. 

For  now,  he  says,  IT  provides  a  nice 
edge,-  in  a  few  years,  it  will  mean  sur- 
vival. "This  is  the  direction  the  indus- 
try is  moving  in,  and  the  companies 
that  can't  respond  to  it  are  going  to 
take  a  big  hit." 

Eichvalds  doesn't  sound  worried.  ® 
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Breaking  Away 


By  Jeffrey  Young 


Vashon  Statement 


Technology  moves  in  mysterious  ways.  For  one  family  the  tools  of 
modern  telecommuting  have  allowed  them  to  find  not  only  new  work 
but  also  themselves. 


m 


here  is  no  road  to  Vashon  Island — only 
the  1925-built  Issaquah  and  its  several 
smaller  ferry  mates.  Though  only  a  few 
miles  from  Seattle,  the  island  derives 
its  peculiar  charm  from  its  isolation.  It 
is  the  smallness,  the  silence,  the  rural 
ambiJ|BS|  white  clapboard  farmhous- 
es doHHtross  acres  of  undeveloped 
land  and  miles  of  waterfront  property 
that  first  attracted  Cdenn  Priest,  his 
wife  Sally  and  their  nine-year-old 
daughter  to  Vashon  Island.  Out  here 
there's  a  resonance  of  the  1930s — the 
America  of  small  towns  and  help-thy- 
neighbor  spirit. 

Vashon's  rural  splendor  is  in 
marked  contrast  to  downtown  Seattle, 
home  of  grunge,  Pike  Place  Market  and 
a  monorail.  While  the  Priests  could  not 
have  stayed  on  without  the  computer 
and  communications  technologies  that 
have  allowed  them  to  earn  their  livings 
from  the  island,  they've  also  discovered 
a  part  of  themselves  that  has  nothing 
to  do  with  technology — something  low 
tech  and  human.  "I've  learned  how  to 
be  a  father  and  a  husband,"  Glenn 
Priest  explains.  "And  how  to  enjoy  my 
life." 

Corporate  Warrior  No  More 

On  a  glorious  fall  evening  in  the 
Pacific  Northwest,  the  twilight  sky  is  a 
riot  of  copper-drenched  clouds.  Lined 
up  for  a  mile  or  so  along  the  road  to 
the  Issaquah,  island  residents  sit  in 
their  cars,  forming  a  polite  queue,  their 
profiles  lit  by  the  sky's  firestorm.  Many 
have  cellular  phones  pressed  to  their 


ears  and  handheld  computers  at  their 
fingertips.  It  is  a  Friday  evening,  and 
they  are  all  waiting  to  head  back  to  the 
low-slung  landmass  clearly  visible 
across  the  channel  in  Puget  Sound. 

Not  a  bad  commute,  as  commutes 
go.  Glenn  Priest,  however,  rarely  takes 


the  ferry  anymore,  and  almost  never 
during  rush  hour.  Although  he  came  to 
the  Seattle  area  from  Los  Angeles  as  a 
corporate  warrior  in  1989  (he  was  sales 
manager  for  Imacs  Systems  Inc.,  a 
minicomputer  software  and  services 
firm),  he  has  left  all  that  behind  him. 
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SMALL  BUSINESS 


Today  Priest  is  president  of  the  Vashon 
Island  Bed  &  Breakfast  Association,  as 
well  as  proprietor — with  Sally — of  the 
Sweetbriar  Bed  &  Breakfast. 

When  you  make  a  reservation  at 
one  of  the  20  bed-and-breakfast  inns  on 
Vashon  Island  using  the  central  Vashon 
Island  Bed  &  Breakfast  Association's 
800  number,  the  infomiation  is  logged 
directly  into  Priest's  PFS  database,  a 
copy  of  which  is  running  on  his  PC 
clone  at  the  Sweetbriar.  The  Priests 
have  an  up-to-date  record  of  everyone 
who  has  ever  stayed  there,  and  they 
use  this  information  to  fine-tune  their 
advertising  and  marketing  campaigns. 

Using  the  power  of  technology, 
Priest,  44,  has  remade  himself  and  his 
family's  life.  In  addition  to  running  the 
B&B,  Priest  is  Sony  Electronics'  educa- 
tional systems  sales  representative  for 
the  Pacific  Northwest  territory.  He 
works  from  a  room  in  the  Sweetbriar 
via  modem,  fax,  telephone  and  on-line 
services.  He  and  his  partner  in  North- 
ern California  exchange  information, 
leads,  files  and  bid  prices  on  Com- 
puserve. About  once  a  month,  Priest 
leaves  the  island  on  Sony  business — 
recently  he  was  in  Missoula,  Mont., 
supervising  the  installation  of  a  Sony 
multimedia  learning  system.  For  the 
most  part,  though,  he  stays  put,  han- 
dling the  bulk  of  the  contact  work  and 
prospecting  from  his  island  home. 

"Reach  My  True  Potential" 

Glenn  Priest,  like  hundreds  of  thou- 
sands of  white-collar  workers  this 
decade,  was  an  unwilling  refugee  from 
corporate  life,  cut  adrift  against  his 
wishes.  But  the  experience  has  led  him 
to  something  better.  Glenn  Priest  has 
found  himself.  "I'm  not  a  different  per- 
son," he  smiles  shyly.  "I've  let  myself 
reach  my  true  potential." 

The  Priests  got  into  the  bed-and- 
breakfast  business  when  they  decided 
to  buy  the  big  house  a  builder  friend 
was  constructing  back  in  1990.  This 
was  just  a  few  months  after  they  had 
moved  from  Los  Angeles.  They  used 
the  equity  runup  they'd  made  in  the 
Southern  California  property  boom  of 
the  1980s  to  buy  their  six-bedroom, 
contemporary-style  home  for  $239,000. 
"Immediately,  we  traded  in  the  Cali- 


fornia plates  for  Washington  ones," 
Glenn  explains,  referring  to  Washing- 
tonians'  resentment  toward  expatriate 
Californians. 

With  a  house  that  big  and  only 
three  of  them  to  inhabit  it,  the  Priests 
decided  to  take  in  house  guests  and  run 
a  B&B.  "It  was  really  only  a  hobby 
then,"  Sally  explains.  "We  were  living 
on  Glenn's  income;  the  bed  and  break- 
fast was  a  way  to  meet  interesting  peo- 
ple, and  it  gave  me  something  to  do." 

The  bed-and-breakfast  business 
became  very  serious  after  Glenn's  job 
evaporated  in  the  spring  of  1991.  At 
first  he  sent  out  hundreds  of  resumes 
and  dutifully  trekked  across  the  water 
to  interview  after  interview.  Nothing 
came  of  his  efforts  immediately.  Sud- 
denly, making  the  B&B  support  them 
became  the  family's  highest  priority. 

Building  a  cottage  in  back  of  Sweet- 
briar  became  Glenn's  therapy.  "As  I 
started  to  stay  home  and  work  with 
my  hands — building  walls,  foundations, 
the  roof — I  began  to  shed  20  years  of 
corporate  jobs,  deadlines,  timetables 
and  all  of  that,"  Glenn  reflects  one 
overcast  afternoon.  As  he  talks,  the 
sounds  of  a  rain  forest  CD  on  the 
stereo  mingle  with  those  of  the  water 
traffic  on  the  Colvos  Passage  outside 
the  big  windows.  "I  found  out  that  I 
liked  myself  better  when  I  wasn't 
working  in  a  job.  I  much  preferred  stay- 
ing home.  And  I  started  hoping  that  I 
wouldn't  get  the  jobs  when  I  went  out 
on  the  interviews." 

At  about  the  same  time,  Sally,  a  for- 
mer CPA,  started  looking  for  book- 
keeping work  on  the  island.  As  Glenn 
grew  steadily  more  engrossed  in  craft- 
ing the  cottage,  she  became  increasing- 
ly worried  about  their  prospects. 
Glenn,  however,  refused  to  be  rushed. 
With  the  help  of  a  neighboring  carpen- 
ter, he  built  a  jewel  of  a  cottage,  strip- 
ping tree  branches  himself,  negotiating 
with  a  local  mill  for  oversized  beams, 
searching  for  period  furnishings  and 
appliances,  delighting  in  every  detail. 
Once  he  finished  the  cottage,  he 
bought  a  run-down  boat  and  set  about 
restoring  that.  He  had  discovered  that 
he  liked  to  work  with  his  hands,  and 
he  wasn't  about  to  stop.  With  all  the 
water  to  be  explored,  he  was  deter- 


mined to  take  the  time  to  become 
familiar  with  it  as  well. 

Just  as  his  self-awareness  was  dawn- 
ing, an  old  acquaintance  called  Glenn 
with  the  job  offer  from  Sony.  Business 
at  the  B&B  started  to  pick  up  in  the 
summer  of  1992  after  he  finished  the 
cottage.  Now  during  the  summers  the 
bed  and  breakfast  is  full  almost  contin- 
ually. In  the  winters  Glenn  focuses  on 
the  Sony  sales.  After  the  Priests  refi- 
nanced the  property  and  Sally  added 
several  bookkeeping  clients,  they  began 
to  turn  the  comer. 

Sally's  breakthrough  came  when  she 
purchased  a  legal  education  seminar 


"I  started  hoping 
that  I  wouldn't  get 
the  jobs  when  I 
went  out  on  the 
interviews. " 


group  from  a  firm  where  she  was  doing 
accounting  work.  "I  never  would  have 
done  this  a  couple  of  years  ago,"  she 
says.  "Now  I  can  take  a  chance,  and 
the  worst  that  can  happen  is  that  we'll 
have  to  make  another  change." 

Sally's  new  company  will  have  a 
Seattle  address  and  phone  number, 
with  offices  in  a  shared  suite.  She'll 
travel  into  the  city  via  ferry  every  few 
days,  but  most  of  the  time  she'll  work 
out  of  a  second  office  the  Priests  are 
building  in  their  house.  Business  calls 
may  be  answered  in  Seattle,  but  they'll 
be  routed  by  a  service  to  her  on  Vashon 
Island  as  effortlessly  as  if  she  were  in 
the  office  next  door. 

The  couple  has  entered  the  next 
stage  of  the  telecommuting:  They  are 
now  a  two-telecommuter  family.  But 
Glenn  already  has  his  eye  on  another 
idea.  "What  do  you  think  about  a  Bunk 
&  Breakfast?"  he  laughs.  "I've  seen  this 
old  tugboat,  and  I  was  thinking  that  I 
could  fix  it  up  and  take  guests  out  on  it 
overnight."  ASAP 
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fho  can  explain  the  infer- 
nal connection  that  links  hard- 
ware, software  and  bad  hair? 
Why  can't  an  industry  that  gen- 
erates vast  personal  fortunes 
produce  more  than  a  handful 
of  players  who  look  as  if 
they've  ever  paid  more  than  $7 
for  a  haircut  or  even  managed 
to  master  the  low  technology 
of  the  Ace  comb? 


Before  we  move  along  to  what  may 
be  an  embarrassing  discussion  for  cer- 
tain tress-distressed  members  of  the 
high-tech  community,  a  disclosure: 
this  columnist  does  not  have  the  envi- 
able mane  of  your  average  GQ  model 
and,  in  fact,  has  only  about  50  percent 
of  the  hair  nature  originally 
bestowed — and  that  remainder  is  lack- 
luster stuff.  What  follows,  therefore,  is 
not  the  self-satisfied  carping  of  a  mod- 
em-day Samson,  but  a  meditation  on 
the  meaning  of  an  industry's  chronic 
bad  hair  by  someone  who  knows  the 
problem  from  the  top  down. 

That  few  people  in  the  technology 
business  seem  to  know  what's  going 
on  just  above  their  eyes  might  seem 


only  an  odd  coincidence.  But  there  is  a 
cult  of  the  unkempt  at  the  center  of 
the  industry  whose  members  consider 
bad  hair  essential  to  the  antiglamorous 
style  that  is  the  birthright  of  tech- 
heads.  In  some  cases,  bad  hair  is  just 
sad  hair — a  desperate  attempt  to  rejuve- 
nate aging  hair  in  a  disconcertingly 
youthful  business.  Perhaps  only  tv 
game,  show  hosts,  record  executives 
and  Bruce  Willis  have  as  much  to  fear 
horn  the  thinning  effects  of  time. 

The  tradition  of  bad  hair  in  science 
and  technology  is  a  venerable  one.  We 
might  be  able  to  trace  it  back  to  Isaac 
Newton  if  any  portraitist  had  given  us 
a  peek  beneath  his  powdered  wig.  In 
modem  times,  the  father  of  the  Bride  of 
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Frankenstein  was  Albert  Ein- 
stein, whose  famous  frizzy 
mop  seemed  to  say,  "If  I'd 
been  wasting  time  on  pH-bal- 
anced  shampoo,  avocado  con- 
ditioner and  12-hour  styling 
mousse,  would  I  have  discov- 
ered that  relativity  thing?" 

Einstein  established  the 
standard,  but  sleeker  heads — 
Oppenheimer,  Teller,  et  al. — 
prevailed  for  a  generation  or 
two.  Finally,  resoundingly, 
bad  hair  found  its  true  cham- 
pions in  the  first  wave  of  col- 
lege computer  hackers,  guys 
who  sat  in  their  dorm  rooms 
all  through  spring  break, 
ghastly  pale  and  rumpled, 
ordering  pizza  in  and  peering 
at  their  computer  screens 
while  their  scalps  went  utter- 
ly to  hell  and  dandruff  drifted 
gently  down  like  spring 
snow.  These  were  the  grinds 
nobody  wanted  to  be  like  in 
college,  unsuave  geeks  who 
thought  Cary  Grant  was  a  government 
funding  allotment  for  the  sciences. 

Then  something  very  peculiar  hap- 
pened, an  unimaginable  turnabout  that 
came  to  be  known  as  the  nerds' 
revenge.  Men  (and  they  were 
almost  exclusively  men  back 
then)  who  hadn't  a  clue  about 
the  importance  of  looking 
good  went  out  into  the  world 
and  invented  things  that 
made  them  lots  of  money. 
And  they  did  this  without 
ever  changing.  They  still 
stayed  inside,  ate  bad  food, 
related  better  to  screens  than 
to  people  and  treated  their 
hair  with  a  disregard  that 
might  have  made  the  Three 
Stooges  blush.  Remarkably, 
as  they  became  the  darlings 
of  investors  and  venture  capi- 
talists, they  didn't  become 
slicker.  Rather,  as  these  sal- 
low overachievers  took  their 
places  on  various  rich  lists, 
the  tribal  taboo  of  engineers 
and  research  scientists  was 
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Outsiders  who'd  made  their 
pacts  with  the  devil  and  the 
blow-dryer  were  looked  on 
with  suspicion,  if  not  down 
right  hostility.  No  small  part  of 
the  simmering  resistance  John 
Sculley  faced  at  Apple  may 
have  been  due  to  his  alien  style 
of  wearing  good  clothes  and 
keeping  his  hair  under  control. 
Sculley  did  what  he  could  to  fit 
in,  hiding  his  ties,  affecting  the 
look  of  a  Banana  Republican 
and  letting  a  kind  of  Huck 
Finn  insouciance  shape  his 
boyish  forelock,  but  the  native 
nerds  of  Silicon  Valley  knew  a 
ringer  when  they  saw  one. 


to  be  cool  in  technology.  What  had 
simply  been  an  absence  of  style 
became  the  style  of  no  style.  The 
power  to  be  a  geek  and  a  multimilhon- 
aire  had  suddenly  been  made  manifest 
on  earth. 


PUBLISHER  Pat  McGovern: 
The  Road  Kill  Club  for  Men. 


Perhaps  the  cautionary 
examples  of  techies  who  have 
fallen  from  grace  prevent  much 
in  the  way  of  hair  reform.  Steve  Jobs, 
whose  beat-up  blue  jeans  and  sweat- 
shirts bespoke  his  garage-genius  her- 
itage (the  capitalist  version  of  the 
Maoists'  Long  March),  began  to  drift 
into  nontribal  ways  as  his  fortunes  bal- 
looned. Though  Jobs'  manage- 
ment style  stayed  rough,  his 
hair  became  smooth,  clean  and 
expertly  cut.  Despite  his  heroic 
status,  the  sins  of  tonsorial 
pride  did  not  go  unnoticed. 
Jobs  remains  an  active  player 
in  the  technology  biz,  but  his 
glory  days  seem  well  past.  Hair 
today,  gone  tomorrow. 

Bad  hair  may  be  a  general 
condition  in  the  industry,  but 
there  are  notable  variations  and 
a  few  notorious  practitioners  in 
the  industry's  relentlessly  drab 
march  of  follicles.  At  the  risk 
of  raising  hackles  (should  they 
have  hackles),  let's  name  some 
names. 


SWIMMER  Esther  Dyson: 
No  time  to  come  up  for  hair. 


'  Bill  Gates,  though  featured 
prominently  elsewhere  in  this 
magazine,  can't  be  ignored 
here  as  the  richest  and  most 
famous  example  of  the  nerd 
normal  style.  This  is  simply 
hair  that  has  suffered  personal 
and  institutional  neglect. 
Washed  only  occasionally, 
:ombed  or  brushed  once  a  day 
at  most,  nerd  normal  hair 
implies  a  thought  process  too 
deep  to  allow  cosmetic  consid- 
erations. According  to  the 
Diography  Gates,  Microsoft's 
maestro  prefers  baths  to  show- 
ers (so  that  he  can  read),  and  it 
nay  be  that,  ensconced  deep 
n  the  financial  pages,  he  just 
:orgets  to  lather  up.  It's  hard 
:o  imagine  Bill  with  his  hair 
noussed  back  a  la  Pat  Riley, 
?ut  it  would  be  refreshing  to 
see  the  great  man's  noble 
5row  before  he  ends  up  on  a 
postage  stamp. 

*  Esther  Dyson  has  proved 
hat  a  woman  can  make  it  to  the  top  in 
:echnology  and  have  bad  hair  too.  Call 
t  the  "I'm  Not  Dawn  Steel"  approach. 
Dyson  is  a  serious  recreational  swim- 
ner,  and  her  hair  is  a  textbook  illustra- 
ion  of  the  deleterious  effects  of  chlo- 
ine.  One  does  not,  of  course,  expect  to 
lee  big,  lacquered,  Dallas  Cowboy 
:heerleader  hair  on  a  woman  of  intel- 
ectual  substance.  A  weekly  hot  oil 
nassage  wouldn't  hurt,  though. 

*  Jaron  Lanier,  the  overhyped  CEO  of 
/PL  Research  with  a  headful  of  dread- 
ul  dreadlocks,  already  has  the  prize  for 
he  worst  hair  ever  to  appear  on 
'Nightline."  He  also  seems  the  likely 
vinner  of  the  coveted  Most  Depressing 
lair  in  Business  Since  the  Last  Days  of 
-toward  Hughes  Award.  Lanier's 
tpproach,  future  schlock  hair,  is  calcu- 
ated  to  make  people  feel  that  he  has 
lome  indefinable  spiritual  connection 
vith  the  New  Age  promises  of  multi- 
nedia,  a  warped  sort  of  techno-Rasta- 
arian  chic.  Jaron,  please,  call  Sinead 
D'Connor  for  some  grooming  tips. 

*  Pat  McGovern,  CEO  of  Lnternation- 
il  Data  Group,  is  a  man  with  some- 
hing  to  hide:  the  top  of  his  head.  By 
vearing  a  toupee  that  has  "road  kill" 


written  all  over  it,  McGovern  is  engag- 
ing in  a  sad  ruse  that  seems  anachro- 
nistic in  the  world's  most  up-to-date 
industry.  (Rumor  has  it  he's  moved  up 
to  a  hair  weave,  but  hey,  a  coverup's  a 
coverup.)  Michael  Milken  has  come 
out  of  the  closet,  after  all,  and  Barry 
Diller  is  proving  that  bald  is  bountiful, 
so  why  the  ruse?  As  the  philosophers 
say,  one  must  accept  one's  pate. 
•  C.  Richard  Kramhch,  CEO  of  the 
venture  capital  company  New  Enter- 
prise Associates,  manifests  the  similar- 
ly deceitful  hair-apparent  ploy,  comb- 
ing his  hair  over  the  top  of  his  head 
from  somewhere  in  the  vicinity  of  his 
left  armpit  in  what  one  wag  has  called 
"the  Kramlich  maneuver."  This 
attempt  to  retain  at  all  costs  the  look 
of  a  young  genius  is  not  uncommon  in 
a  business  where  youth  is  a  perceived 
advantage.  Comb-overs  as  elaborate  as 
Kramlich's  start  innocently  enough 
with  the  subtle  movement  of  a  part  so 
that  the  top  of  the  head  borrows  a  little 
hair  from  the  side.  But  soon  the  devi- 
ous stylist  is  addicted  and  searches  ever 
farther  down  field  for  camouflage.  To 
paraphrase  the  late  (?)  Elvis  Presley, 
"I'm  caught  in  a  trap,-  I  can't  comb 


back."  The  curious  thing 
about  this  lamentable  style  is 
that,  unlike  IPOs  and  annual 
reports,  it  never  fools  anyone 
and  is  far  less  useful  in  a  cold 
wind  than  a  good  fedora.  (In 
fact,  even  a  light  breeze  may 
require  more  strategic  tacking 
than  the  upwind  leg  of  an 
America's  Cup  race.)  Venture 
capitalist  Kramlich  must  be 
ever  on  the  lookout  for  decep- 
tion. Would  he  give  himself  a 
loan? 

Given  all  the  bad  hair  in  the 
gee-whiz  biz,  it's  not  surpris- 
ing that  at  least  a  few  major 
players  make  a  fetish  of 


VENTURE  CAPITALIST 

Dick  Kramlich:  High  tech's 
hair  apparent. 

unnaturally  perfect  grooming, 
the  "helmet  hair"  subgenre 
popularized  by  NFL  coach 
Jimmy  Johnson.  Jerry  Sanders 
of  Advanced  Mcro  Devices,  a  hairstyle 
disciple  of  Orville  Redenbacher,  is  one 
of  those  whose  coif  seems  pampered  in 
a  way  calculated  to  reassure  investors. 
Lawrence  Ellison,  CEO  of  Oracle,  and 
Robert  Palmer,  CEO  of  DEC,  are  also 
among  those  who  seem  to  think  hav- 
ing your  part  straight  and  all  your 
ducks  in  a  row  are  somehow  related. 

So  what  does  all  the  bad,  odd  and 
faux  hair  indicate?  Perhaps  a  business 
that  has  grown  big  without  growing  up, 
that  is  floundering  for  a  style  at  the 
same  time  it  is  searching  for  a  vision. 
Maybe  when  the  technology  industry 
recognizes  itself  as  the  most  important 
element  in  the  new  world  order  of 
business,  not  some  arcane  form  of  New 
Age  crypto-Masonic  magic,  then  the 
Great  Uncombed  will  wake  up  and 
smell  the  Prell.  Maybe  when  the  fit- 
ness of  your  product  and  not  the  thick- 
ness of  your  thatch  is  recognized  as  the 
only  meaningful  measure  of  success, 
those  afraid  to  grin  and  bare  it  will  get 
real.  Until  then,  keep  a  skeptical  eye 
on  what's  happening  on  top  of  those 
fabled  propeller-heads.  ijjsff; 


<orbes  ASAP 


115 


High-tech 
Heifers 


Punching  cattle  on  the  great  North 
American  range  will  soon  take  on  a 
bionic  twist.  After  years  of  experi- 
mentation and  development,  livestock 
associations  like  Canada's  Alberta  Cat- 
tle Commission  are  looking  to  tally 
their  flocks  and  herds  using  mi- 
crochips. 

The  devices,  called  transponders, 
are  being  manufactured  by  three  com- 
panies: TIRIS,  a  division  of  Texas  In- 
struments, Boston;  Trovan  Inc.,  Santa 
Barbara,  Calif.;  and  Anitech,  Denver. 
When  an  animal  is  born,  the  chip — 
about  the  size  of  a  dinner  mint  and 
bearing  such  details  about  the  animal 
as  its  age,  sex,  lineage  and  health  prob- 
lems— is  clipped  into  its  ear.  As  the  an- 
imal roams  in  from  a  day  on  the  plain, 
it  walks  through  a  frequency  signal 


By  Kevin  Hogan 


transmitted  by  a  reader  that  identifies 
the  specific  animal  and  dumps  the  in- 
formation into  the  rancher's  PC. 

Transponders  are  more  convenient 
than  the  current  ear  tags,  which  tend 
to  fall  off,  and  the  practice  of  branding, 
which  identifies  the  herd,  not  particu- 
lar animals.  Transponders  also  pro 
vide  more  imme- 
diate and  ac- 
curate access 
to  informa- 
tion. Although 
similar  technol- 
ogy is  already 
used  for  pets  and 
wildlife,  the  Food 
and  Drug  Admin- 
istration needs  to 
be  assured  that  the 
chips  will  not  re- 
main in  the  meat 
after  the  livestock  is 
slaughtered. 

Tracing  your  T- 
bone  from  pen  to 
plate  will  help  ranch- 


ers tabulate  vital  cost  and  dietary  infor- 
mation. Tracking  also  helps  to  isolate 
the  source  of  food-poisoning  scares.  As 
for  the  cattle,  they  have  no  comment, 
but  a  pierced  ear  sure  sounds  better 
than  a  hot  seat. 


Technophobia 

Do  you  get  shaky  at  the  sound  of  fax 
machines?  You  might  be  one  of  the 
growing  legion  of  technophobes  labor- 
ing under  the  changes  wrought  by  the 


Information  Age.  Now  if  you  have 
made  it  this  far  through  Forbes  ASAP, 
you  probably  don't  suffer  from  this  af- 
fliction. But  according  to  a  survey  by 
Dell  Computer  Corp.,  55  percent  of 
the  population  harbors  some  fear  or 
hesitation  about  technology,  be  it  the 
personal  computer  or  the  car  stereo. 
Michelle  Weil,  a  clinical  psychologist 
from  Orange,  Calif.,  says  that  up  to 
one-third  of  those  actually  experi- 
ence reactions  like  sweating, 
nausea  and  dizziness — physi- 
cal symptoms  that  are  in- 
dicative of  a  phobia. 

Weil,  who  first  began  to 
identify  technophobes  10 
years  ago,  has  published 
several  books  and  has 
lectured  international- 
ly on  the  subject.  She 
describes  one  extreme 
incident  of  a  young 
woman  who  had  to 
fight   her   fear  of 
toasters.  "The  poor 
girl  couldn't  even  be 


around  kitchen  appliances,"  Weil  says. 
"The  hum  would  send  her  into  a 
panic."  Weil  counseled  her  patient  to 
the  point  where  she  was  able  to  ac- 
quire her  own  PC. 

Weil  says  executives  need  to  realize 
that  this  problem  has  a  tangible  impact 
on  productivity.  "As  companies  intro- 
duce these  new  technologies  and  peo- 
ple's jobs  are  drastically  changed,  the 
high  stress  can  lead  to  ineffectiveness 
and  absenteeism." 

Here  are  some  general  steps  to  help 
cope  with  technophobia. 

«-  Ask  advice.  Seek  out  someone 
both  knowledgeable  about  the  technol- 
ogy and  sympathetic  to  your  fears. 

*~  Educate  yourself.  Read  as  much 
as  you  can  about  the  subject.  Dell's 
survey  "suggests  two  image-building  ti- 
tles by  author  Dan  Gookin,  DOS  for 
Dummies  and  WordPerfect  for  Dum- 
mies (IDG,  1992). 

*■  Practice,  practice,  practice.  Find 
someone  who  can  lead  you  through 
the  technology,  not  just  give  you  a 
one-and-done  lesson. 
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Lost  &  Found 

rracking  a  missing  person  is  a  daunt  - 
ng  and  frustrating  ordeal.  Although  es- 
imates  of  those  lost  reach  almost 
30,000  in  the  United  States,  there  is  no 
government  agency  or  private  organi- 
:ation  that  can  act  as  an  information 
:learinghouse.  The  legal  and  bureau- 
;ratic  morass  involved  in  the  search 
or  missing  persons  only  exacerbates 
he  problem.  j 

This  was  what  Peggy  Coleman  j 
aced  when  her  grown  son  disap-  1 
)eared  in  1989.  A  suburban  Philadel- 
)hia  psychologist  and  the  PC  in  his 
valk-in  closet  changed  all  that. 

Marvin  Berman  is  the  founder 
)f  Lost  &  Found,  Philadelphia,  an  on- 
ine  database  that  lists  information  for 
)eople  who  are  searching  for  missing 
elatives  or  friends.  For  an  annual  $7 
ee,  searchers  fill  out  a  form  with  their 
lame,  the  name  of  the  person  they  are 
rying  to  locate  and  notes  on  that  per- 
on,  such  as  identifying  characteristics, 
iocial  Security  number  and  last 
mown  location.  Homeless  shelters 
ind  other  organizations  that  help  the 


affected,  many  of  whom 
are  addicted  to  drugs  or  mentally  ill, 
can  access  Berman's  on-line  database 
over  the  Internet. 

A  caseworker  was  doing  just  that 
on  Christmas  Eve  in  1992,  when  he 
recognized  the  characteristics  Peggy 
Coleman  had  listed  as  those  of  a  man 
in  his  shelter.  This  was  Berman's  first, 
and  so  far  only,  connection.  But  as  the 


list  of  searchers 
continues  to 
grow — there  are 
currently  1,200 
applications — 
Berman  is  estab- 
lishing  Lost  & 
Found  as  a  non- 
profit organization 
and  is  recruiting 
corporate  support  to 
I  wire  the  nation's 
[  shelters. 

"The  need  is  great 
and  the  answer  is  ob- 
vious," says  Berman, 
who  also  runs  an  edu- 
cational service  for 
mental    illness  and 
chemical  abuse  coun- 
selors. "If  every  shelter  were  linked, 
much  of  the  vain  searching  and  pain 
that  occurs  now  would  be  eliminated." 

To  contact  Berman  on  line  use  the 
following  addresses:  Compuserve 
71021,3276,  or  America  Online  net- 
cormect@aol.com.  To  contact  Lost  &> 
Found  by  phone  dial  (215)  242-9002. 


for  Whom  the  Bell  Tolls 

rhose  who  regard  as  folly  the  current 
>attle  for  the  right  to  run  home  shop- 
)ing  over  the  information  superhigh- 
vay  would  be  wise  to  review  history, 
kuce  Sterling,  in  The  Hacker  Crack- 
lown  (Bantam,  1992),  recalls  a  time  a 
:entury  ago  when  a  similar  contest  for 
he  future  took  place. 

An  eccentric  inventor  named 
Uexander  Graham  Bell  was  hawking 
lis  machine,  called  the  telephone,  as  a 
ideshow  amusement.  Seated  in  an  au- 
litorium,  the  audience  gasped  in  awe 
ts  Mr.  Watson  (the  "Come  here,  I 
vant  you"  Watson)  played  an  organ  in 
i  remote  location  and  transmitted  it  to 
Jell's  box  onstage. 

The  telegraph  was  the  standard  for 
wmmunication  of  the  day.  In  1876  the 
J.S.  had  8,500  telegraph  offices  and 
nore  than  200,000  miles  of  installed 
elegraph  wire.  The  president  of  West- 
:rn  Union,  William  Orton,  scoffed  at 
Jell's  phone  as  an  "electronic  toy." 

Bell's  prototype  advanced  and  the 
>pportunity  for  decentralization  of 


communication  and  interaction  be- 
tween people  became  apparent.  The 
telephone's  popularity  exploded,  and 
Bell's  company  fiercely  guarded  its 
patents  with  litigation.  Thirty-one 
years  later,  Bell's  company,  now  called 


AT&T,  bought  Western  Union,  only  to 
divest  it  under  fears  of  antitrust  action 
by  President  Woodrow  Wilson  in  1913. 

Thankfully,  Orton,  who  died  in 
1878,  never  lived  long  enough  to  see 
the  outcome. 
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continued  from  page  120 

ally  curious.  Off-season  or  on,  as  young 

assistant  coach  or  grizzled  veteran,  he 

has  an  appetite  for  learning  that  defines 

him. 

Walsh's  former  team,  the  San  Fran- 
cisco 49ers,  has  a  strong  work  ethic, 
even  by  the  high  standards  of  the 
National  Football  League.  Yet  even 
among  the  hard-working  49ers  there 
are  differences.  A  reporter  commented 
last  fall  on  a  rainy  pregame  scene:  Most 
players  congregated  near  the  entrance 
to  the  field,  doubtless  praying  to  the 
rain  god  for  surcease.  One  didn't.  He 
gestured  toward  a  teammate,  who 
grudgingly  tossed  him  a  couple  dozen 
balls  while  he  reran  pass  routes.  The 
foul-weather  overachiever?  All-Pro,  all- 
everything  ferry  Rice. 

The  not-so-dumb  jocks  can  teach  us 
a  lot.  Think  about  it.  Pro  football  enter- 
prises, typically  worth  a  couple  hun- 
dred million  dollars,  are  out-and-out 
learning  machines.  Starting  moments 
after  the  final  whistle  blows  on  Sun- 
day, it's  tear  the  films  apart  (yours  and 
your  next  opponent's)  and  create  some- 
thing new  and  different  within  the  next 
seven  days — or  else. 

Another  fellow  Forbes  ASAP  con- 
tributor, George  Gilder,  got  his  15  min- 
utes (and  then  some)  of  Warholian 
fame  as  a  godfather  of  Ronald  Reagan's 
supply-side  movement.  But  he  didn't 
sit  on  his  significant  laurels.  Gilder's 
sparky  intellect  was  lit  anew  by  infor- 
mation technology  while  researching 
Silicon  Valley's  yeasty  culture.  Rather 
than  dabble  in  his  new  love,  Gilder 
dove  in  and  became  an  apprentice.  He 
tried  to  cadge  a  free  subscription  to  Ben 
Rosen's  influential  computer  industry 
newsletter.  Happily  for  Gilder,  Rosen 
said  no;  the  subscription  would  have  to 
be  earned.  And  so,  hat  in  hand,  Gilder 
won  his  newsletter  only  by  becoming 
Rosen's  newest  junior  reporter. 

Sorry  to  say,  Walsh  and  Gilder  hard- 
ly resemble  the  average  marketing,  pur- 
chasing, logistics  or  information  sys- 
tems manager  I  meet.  Most,  to  be  sure, 
are  bright.  Most  log  yeoman's  hours. 
But  towering  competence?  Forget  it. 

This  Ain't  Academic 

Let  me  be  clear.  I'm  talking  not 


about  academic  excellence  but  about 
excellence  that  derives  from  total,  con- 
suming immersion  in  a  topic. 

Of  course,  some  do  pass  my  test. 
Superstar  car  dealer  Carl  Sewell,  co- 
author with  Paul  Brown  of  Customers 
for  Life  (Penguin,  1991),  will  go  any- 
where and-talk  with  anyone  (and  has) 
to  learn  anything  new  about  customer 
service.  Johnsonville  Foods  CEO  Ralph 
Stayer,  who  created  a  winner  in  the 
sausage  business,  has  spent  decades 
immersed  in  the  study  of  empower- 
ment. Ditto  PepsiCo  vice-chairman 
Roger  Enrico  in  marketing  and  General 
Electric  chairman  Jack  Welch  in  busi- 
ness strategy.  Then  there's  76-year-old 
Roger  Milliken,  who's  headed  Milliken 
and  Co.  for  almost  half  a  century. 
Roger  is  the  Bill  Walsh  of  the  textile 
business  and  a  passionate  student.  He 
ceaselessly  studied  manufacturing  tech- 
nology, and  it  shows  in  his  sparkling 
corporation's  manufacturing  excellence. 
Then  in  the  late  1970s  he  dove  into 
quality  like  a  child  and  apprentice,  and 
mastered  it.  Next,  customer  satisfac- 
tion. Studenthood  in  perpetuity  is  Mil- 
liken's  signature.  Towering  compe- 
tence is  his  game. 

These  exceptions,  as  they  say,  prove 
the  rule.  When  I  reflect  on  conversa- 
tions with  Sewell  or  especially  Mil- 
liken, from  which  I  depart  shaking  my 
still-spinning  head,  I  know  I've  just  fin- 
ished an  invaluable  tutorial  (and  been 
thoroughly  shaken  down  for  any  tidbits 
I  might  be  able  to  offer).  I  also  know 
how  far  these  conversations  stand 
beyond  the  norm. 

The  absence  of  such  towering  com- 
petence costs  us  big-time.  Take  the 
madcap  rush  to  outsource  what  were 
formally  internal  services.  In  part, 
hooray.  The  virtual  corporation  is 
exactly  the  right  idea — gather  together 
whoever  is  best  at  whatever  to  take 
advantage  of  a  fleeting  market  oppor- 
tunity. On  the  other  hand  consider 
the  short  shrift  we  often  give  informa- 
tion systems. 

IS  is,  increasingly,  the  company. 
It's  the  driver  for  product  design  activ- 
ities and  the  engine  of  business 
process  redesign.  Computer-driven 
learning  networks  are  creating  the 
basis  for  more  and  more  added  value. 


IS  is  the  cornerstone  of  forging  links 
with  outsiders  of  all  sorts  and,  increas- 
ingly, the  basis  for  achieving  one-to- 
one  relationships  even  with  mass-mar- 
ket customers. 

Name  an  industry  for  which  infor- 
mation systems  should  not  be  a  (or 
the)  core  competence,  and  I'd  be  sur- 
prised. Yet  companies  dump  all-impor- 
tant IS  activities  on  outsiders  as  if  they 
were  pawning  off  management  of  the 
employee  cafeteria. 

Part  of  the  stimulus  to  outsource  IS 
can  be  laid  at  the  feet  of  CIOs  who 
overpromised,  overcharged,  then  under- 
delivered  in  the  1980s.  Part  stems  from 
the  thorny  conundrum  of  measuring  IS 
productivity.  But  the  biggest  issue,  I 
think,  is  infonuation-systems  illiteracy 
at  the  apex  of  the  corporation. 

Wouldn't  it  make  sense  for  a  48- 
year-old  CEO  to  take  a  year  off  (or  at 
least  six  months)  and  become  the 
apprentice  of  IS  George  Gilder  once 
was?  "Can't  do  it... shareholders  on  my 
case... blah,  blah,  blah...."  I'm  well 
aware  of  all  the  rejoinders  and  their 
apparent  eminent  sensibility. 

But  what  is  the  CEO's  job?  To  be  a 
caretaker?  A  slash-and-burn-meister? 
To  "keep  the  ship  afloat"?  I'd  hope 
instead  that  the  job  is  to  take  the  ship 
in  a  direction  none  had  dared  even 
dream.  And  that  will  come  only  if  the 
CEO  is  curious,  passionate — and  a  Mil- 
liken-like  master  of  one  or  two  core 
competence  areas. 

The  upshot  of  all  this  is  clear,  if 
tough  to  swallow.  Whether  you  are  a 
new  B-school  graduate,  rising  market- 
ing exec  or  CEO,  ask  yourself  if  you  are 
onto  something.  Do  you  have  a  tower- 
ing competence  that  can  become  the 
basis  for  startling  new  moves  in  your 
industry?  If  not,  precisely  what  do  you 
plan  to  do  about  it?  (And  when  do  you 
plan  to  start?) 

As  CEO,  look  at  your  top  divisional 
and  functional  execs,  as  well  as  your 
stars  another  level  or  so  down.  Sure, 
they're  "fine  performers."  But  are  they 
on  a  fast  track  to  towering  compe- 
tence? If  not,  what  do  you/they  plan  to 
do  about  it? 

In  an  age  in  which  value  steins  from 
knowledge,  it's  about  time  to  take  a 
look  at  the  quality  of  the  cards  we  hold. 
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Few  have  been  able  to  decipher 
the  bizarre  and  convoluted  rationale  of  high- 
technology  investors.  With  InvesTracklQ, 
you  can  discover  the  method  to  their  madness. 


With  InvesTrack  IQ™  you  get  insight  into  leading  technology 
investors'  perceptions  of  high-tech  companies,  and  better  yet,  an 
understanding  of  why  they  have  them.  Sound  interesting?  You  bet. 
Because  their  perceptions 


often  become  your  reality. 
Based  on  in-depth  inter- 
views with  America's 
leading  technology 
investors,  InvesTrack  IQ 
provides  information  on  a  i  flMflMMNt 
variety  of  issues  that  play 
critical  roles  in  stock 
decisions  -  issues  ranging  <d 
from  how  the  awareness 


their  CEOs  in  several  performance  categories.  InvesTrack  IQ  can 
monitor  the  effectiveness  of  strategic  changes  within  a  company, 
as  well  as  provide  the  same  insider's  view  of  its  competitors, 

allowing  you  to  move 
while  investment  windows 
are  open.  With  InvesTrack 
IQ,  you  can  act.  Without 
it,  you  can  only  react.  This 
unique  information 
service  is  just  one  of  an 
extensive  menu  of  deci- 
sion-making tools  avail- 
able from  IntelliQuest, 
the  nation's  leading  infor- 


and  image  of  a  company  affect  the  purchase  and  price  of  its  mation  resource  for  the  technology  industry.  For  additional 
stock  to  what  conditions  are  most  attractive  to  investors.  It  also  information  on  InvesTrack  IQ  and  a  copy  of  our  pilot  study, 
rates  publicly  traded  high-technology  companies  and  please  contact  Scott  Jones  at  800. 283. 9608. 


(§)  IntelliQuest 


The   Peters  Principles 


By  Tom  Peters 


The  Quaint  Idea  of 
Absolute  Mastery 


I'm  troubled  by  the  number  of  busi- 
nesspeople  I  know,  from  CEOs  to  first- 
line  supervisors,  who  are  inexpert.  I 
know  their  platters  overflow,  and  every 
day  brings  a  raft  of  unique  problems. 
There's  hardly  time  to  renew  nodding 
acquaintances  with  the  spouse  and 
kids,  let  alone  hit  the  books. 

Still,  it's  painfully  clear  that  most 
"new"  products  and  services  bring 
yawns.  Most  grand  business  strategies 
are  insipid.  And  most  functional  strate- 
gies (information  systems,  marketing, 
whatever)  are  unimaginative.  I  contend 
that  much  of  the  problem  stems  from 
senior  folks  who  lack  or  who  have  lost 
their  thirst  for  continued  learning  and 
its  partner,  towering  competence. 

What  is  "towering  competence"?  I 
got  a  graphic  lesson  years  ago  on  a  Fri- 
day afternoon  outside  Rochester,  N.Y. 
An  old  friend  (then  a  Xerox  exec)  and  I 
sat  on  a  hill  overlooking  the  17th  hole 
of  the  Oak  Hill  Country  Club  watch- 
ing touring  pros  pass  by.  One  stood 
out.  After  watching  his  approach  shot 
fall,  he  took  a  moment,  surveyed  the 
course  and  made  a  half-dozen  practice 
swings — presumably  pondering  the 
next  two  days'  rounds.  Who  was  he? 
The  ageless  student  of  golf,  Arnold 
Palmer. 


Most  grand  business 
strategies  are 
insipid.  Most 
functional  strategies 
are  unimaginative. 
The  problem  stems 
from  managers  who 
have  lost  their  thirst 
for  continued  learning. 


But  the  trigger  for  this  column 
wasn't  a  Friday  afternoon  on  the  links. 
Instead  it  was  Gita  Mehta's  new  novel, 
The  River  Sutra.  One  character,  a  mas- 
ter musician,  reluctantly  agrees  to  take 
on  a  new  student,  his  daughter,  who 
reports: 

My  first  music  lesson  extended  for 
several  months.  In  all  that  time  I  was 
not  permitted  to  touch  an  instru- 
ment.... Instead  my  father  made  me  sit 
next  to  him  in  the  evenings  as  the 
birds  were  alighting  on  the  trees.  "Lis- 
ten," he  said....  "Listen  to  the  birds 
singing.  Do  you  hear  the  half  notes  and 
microtones  pouring  from  their 
throats?...  Hear?  How  that  song  ended 
on  a  single  note  when  the  bird  settled 
into  the  tree?  The  greatest  ragas  must 
end  like  that,  leaving  just  one  note's 
vibrations  in  the  air."... 

[An]  entire  year  passed  before  my 
father  finally  allowed  me  to  take  the 
veena  across  my  knees....  Morning 
after  morning,  month  after  month  he 
made  me  play  the  [scales]  over  and 
over  again,  one  hand  moving  up  and 
down  the  frets,  the  other  plucking  at 


the  veena's  strings,  until  my  fingers 
bled....  I  had  been  under  my  father's 
instruction  for  five  years  by  now.  At  last 
my  father  felt  I  was  capable  of  com- 
mencing the  performance  of  a  raga... 

Contrast  the  music  student's  tale 
with  the  ordinary  practice  of  business. 
Business  schools  imagine  they  have  a 
lot  to  cram  into  18  months.  M.B.A. 
students  may  take  a  few  specialized 
courses  their  second  year.  Yet  the  fact 
is  that  these  so-called  citadels  of  profes- 
sional learning  turn  out  dilettantes 
(would  the  degree  better  be  called 
P.B.A.,  for  Pastiche  of  Business  Aclmin- 
istration?)  who  walk  away  with  an 
acceptable  technical  vocabulary  but  lit- 
tle in-depth  knowledge.  Worse,  because 
of  the  abiding  focus  on  finding  jobs, 
these  "masters"  have  little  taste  for 
perpetual  learning  and  mastery. 

The  story  is  repeated  on  the  job. 
The  excruciating  pace  of  the  market- 
place is  the  excuse.  Financial  service 
companies  must  produce  new  offerings 
each  month.  Computer  companies 
introduce  dozens  of  products  per 
month.  And  the  consumer-goods 
mavens  add  grocery  and  drugstore  prod- 
ucts to  U.S.  shelves  at  the  rate  of  one 
every  30  minutes,  all  year  long.  No 
wonder  we  all  have  trouble  getting  a 
grip.  There's  hardly  room  for  the  sort  of 
competence  Mehta  portrays.  Or  is 
there? 

Practice,  Practice,  Practice 

Back  to  sports  and  my  fellow  Forbes 
ASAP  columnist  Bill  Walsh.  The  NFL 
Hall  of  Famer  is  a  consummate  stu- 
dent. He's  like  a  four-year-old,  perpetu- 

continued  on  page  119 
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tor.  Human  Potential 


After  our  flight  was  grounded 
I  had  ten  hours  on  my  hands 
and,  fortunately,  an  NEC  notebook  computer 

in  my  lap. 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals.taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work.. .and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 


UltraLite  Versa1 


For  more  information,  call  us  at  1-800-338-9549. 


}art  of  People's  Lives  Everywhere. 


NEC 


Solutions  that  work  in  harmon 

Integrating  your  information  systems-and  increasing  productivity— isn't  as  easy  a< 
it  sounds.  Especially  when  individual  departments  use  their  own  individual  solu- 
tions. That's  why  it's  time  you  heard  about  SAP's  fully  integrated  software  solutions. 

Designed  for  both  client/server  and  mainframe  environments,  SAP's 
R/3  and  R/2  Systems  bring  all  your  key  players  together-finance,  manufacturing, 
sales,  even  human  resources.  So  when  business-critical  information  in  one 
department  or  location  changes,  other  departments  can  be  updated  automatically. 
Without  skipping  a  beat.  That  means  synchronizing  critical  manufacturing  changes 
with  your  cost  control  staff.  Keeping  customers  attuned  to  exact  delivery  dates. 
And  making  sure  the  information  to  make  all  decisions  quickly  and  intelligently  is 
right  at  hand. 

Want  to  find  out  more?  Call  1-800-USA-1SAP 
You'll  hear  how  integrated  solutions  from  SAP  can  help 
improve  productivity  throughout  your  organization.  And 
that's  music  to  anyone's  ears.  Infegratedsoftware.  Worldwide* 
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HOW  AIG'S  ABILITY  TO  CONTROL  FINANCIAL  RISKS  PUT 
ONE  AIRLINE  ON  A  STRAIGHTER  COURSE.  An  airline 's  first-ever  energy 
hedge  in  jet  fuel  using  a  series  of  fixed- for- fioating-r  ate  transactions.  It's  no  blue-sky  idea  but  how  we  recently  helped 
a  major  U.S.  carrier  manage  risk.  Since  the  airline's  international  operations  generate  a  multiple-currency  revenue 
stream,  we  also  act  as  one  of  its  primary  foreign  exchange  partners.  And  we  provide  primary  and  excess 
property/casualty  insurance  for  its  buildings  and  aircraft,  fidelity  and  international  insurance  coverages.  Products  and 
services  for  which  more  and  more  corporations  are  heading  in  AIG's  direction.  For  the  definitive  response  to  risk. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


Let  Bear  Steams  Prime  Broker  System 
consolidate  your  trading  activity. 

Are  confirmations  creating  chaos  in  your  office?  Our  Prime  Broker  System  is  designed  for  limited  partnerships, 
hedge  funds,  and  other  professional  trading  entities  who  execute  trades  at  more  than  one  securities  firm.  You'll 
receive  in-depth,  easy-to-read  reports  on  all  trades,  wherever  executed,  while  enjoying  full  and  immediate  use  of  your 
funds  plus  the  flexible  financing  of  a  highly  capitalized  securities  firm.  Want  to  know  more?  Call  Richard  Harriton, 
President,  Bear,  Stearns  Securities  Corp.  at  800-999-6000.  Executive  offices,  245  Park  Ave.,  New  York,  NY  10167. 

BEAR  STEARNS 
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Biology  students  di 
engineers  dissect  th 


To  be  a  truly  great  automotive  engineer, 


you  have  to  look  at  a  Mercedes-Benz 


E-Class  under  a  microscope.  Not  just 


to  be  a  Mercedes-Benz  engineer,  but 


any  engineer.  Because  one  of  the 


first  things  you  learn  is  that  the 


Mercedes-Benz  E-Class  is  the  bench- 


mark of  the  automotive  industry,  the 


ultimate  point  of  reference.  No  wonder 


some  of  our  most  loyal  customers  are 


other  luxury  car  makers 


So,  it  came  as 


no  surprise 


when  a  number 


of  our  esteemed  competitors  paid  us 


the  highest  compliment  by  borrowing 


Mercedes-Benz  patented  pin-and-wedge 


safety  door  locks,  or  our  energy-absorb- 


ing front  and  rear  crumple  zones.  Or 


body  structure  as  a  model  for  stiffness 


and  vibration  frequency.  Of  course,  you 


probably  won't  find  swing-away  brake 


pedals,  staggered  underhood  compo- 


suspension  in  these  other  cars.  Pr 


that  a  few  borrowed  features  does 


Mercedes-Benz  make. 


With  the  new  E-Class,  autorr 


why  many  other  companies  use  our       nents,  and  our  unduplicated  5-link  rear       engineers  have  more  to  sink 

'MSRP  for  an  E300  Diesel.  All  prices  exclude  $475  transportation  charge,  all  taxes,  title/documentary  fees,  registration,  tags,  dealer  prep  charges,  insurance,  optional  equipment,  ce 
MSRP  of  $51,645  (all  include  metallic  paint),  £320  Cabriolet  at  MSRP  of  $77,300.  ©1994  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.I.,  Member  of  the  Daimler  Ben. 


)i  frogs.  Automotive 
[ercedes-Benz  E-Class. 


They'll  look  inside  our  body  for  the 


essential  three-prong  forked  members 


to  learn  how  they  distribute  impact 


forces  around  the  steel  passenger 


cabin.  They'll  dissect  the  entire  car 


leaving  them  with  the  most  coveted  pile 


of  nuts  and  bolts,  and  iron  and  steel. 


The  more  we  think  about  it,  it 


appears  that  at  Mercedes-Benz  we  don't 


just  make  impressive  automobiles.  We 


make  impressive  teachers.  To  get  a 


closer  look  at  the  new  E-Class  for 


yourself,  call  1-800-FOR-MERCEDES. 


The  New  E-Class 
Starting  at  $40,000" 


meters  into.  They'll  scrutinize  the 


orsepower  powerplant  found  in 


300.  They'll  study  our  Emergency 


ining  Retractors  that  reduce  front 


lelt  slack  in  l/100th  of  a  second. 

•ance  or  non-compliance  fees,  and  finance  charges.  Prices  may  vary  by  dealer.  Models  shown:  E300  Diesel  at  MSRP  of  $40,645,  E320  Station  Wagon  at  MSRP  of  $46,845,  E420  Sedan  at 
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The  Leon  Black/ 
John  Garamendi 
story  begins  on 
Oct.  13, 1989, 
the  day  the  junk 
bond  market  began 
its  steep 
decline. 
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RIGHT: 

"You  always 
need  to  have  some- 
one looking  over 
management's 
shoulder." 
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You've  read  about  all  those  firings  at 
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was  doing  some  hiring  as  well? 
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WhatYou 
HaveThe  Least  Of, 

We'll  Help  You  Make 

TheMostOfTime. 


It  seems  as  if  there's  never  enough  of  it.  And  we  real- 
ize the  last  thing  you  can  afford  to  do  is  run  out  of  it. 
So  to  help  you  make  the  most  of  it,  Delta  Air  Lines 
has  a  flight  leaving  every  17  seconds  of  every  day  to 
almost  anywhere  in  the  world  your  business  might 
take  you.  To  London,  Frankfurt,  Paris,  Rome.  To 
Tokyo,  Hong  Kong,  Bangkok,  Seoul.  And  every  step 
of  the  way,  we'll  do  everything  possible  to  make  sure 
you  not  only  arrive  relaxed  and  refreshed,  but  also 
with  plenty  of  time  to  spare.  Join  us  on  your  next 
business  trip.  We  think  you'll  love  the  way  we  fly. 


 You'll  Love  The  Way  We  Fly-  


ised  on  cities  served  by  Delta  and  the  Delta  Connection?  Delta  Connection  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  ©1994  Delta  Air  Lines,  Inc. 
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How  to 

startacar 


To  start  building  a  car,  or  anything  else  today,  you  need  more  than  designs 
and  determination.  You  need  a  freight  transportation  partner  you  can  rely  on. 
One  with  proven  ability  to  deliver  the  right  product  at  the  right  time.  A  partner 
like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in  industries 
ranging  from  automobiles  to  aerospace,  computers  to  retailing.  That  means 
playing  a  vital  role  in  Just-In-Time  manufacturing,  inventory  management  and 
distribution.  It  means  dedicating  ourselves  to  increasingly  sophisticated  levels 
of  communication,  and  providing  the  flexibility  to  make  your  business  more 
competitive.  But  above  all,  it  means  truly  understanding 
and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company,  we  satisfy 
customers  by  offering  the  most  complete  range  of  cus- 
tomer focused  services  in  the  industry  All  supported  by 
unmatched  shipping  management  systems,  by  CF  EXCEL, 
our  quality  process,  and  by  a  team  of  professionals  devoted 
■>  to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start. 
Because  at  CF  MotorFreight,  we  don't  just  help 
build  products.  We  help  build  businesses  and  keep 
them  growing. 


COnSOUDflTED  FREIGHTWAYS,  IRC 


WE  PUT  YOU  MILES  AHEAD 


The 
Company 


CF  MotorFreight,  a  CF  Company  Our  intermediate  and  long-haul  LTL  motor  carrier. 
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Clockwise  from  middle:  Ellie  Winninghoff, 
Riva  Atlas,  Carolyn  Geer,  Matthew  Schifrin 


California's  billion-dollar  giveaway 

John  Garamendi,  California  insurance  commissioner,  is  an  impc 
ing  sight  when  lie  draws  his  football-player  frame  erect  and  poun 
the  table  with  his  giant  hands.  Garamendi  tells  a  Forbes  reporter  th 
he's  the  man  to  rescue  California's  ailing  economy.  "Pete  Wilson! 
he  says  of  the  state's  Republican  incumbent  governor,  "couldij 
lead  a  Boy  Scout  troop 
home  from  a  rained  out 
wienie  roast." 

Garamendi  is  fast  with 
the  sound  bite,  but  read  our 
cover  story  and  you  will 
probably  agree  that  he's 
not  the  man  to  rescue  any- 
body's economy.  He  bun 
gled  the  job  of  protecting 
policyholders  of  failed  Ex- 
ecutive Life  and  let  a 
French  bank  and  a  Manhat- 
tan dealmaker  walk  away 
with  billions  of  dollars.  Was 
it  favoritism?  Or  was  Garamendi  simply  ignorant  of  how  market 
work?  Read  and  decide. 

Ellie  Winninghoff  spent  three  months  on  the  West  Coast  invest 
gating  Garamendi  and  the  insurance  fiasco  for  "Smart  buyer,  durri 
seller."  Working  in  New  York,  Matthew  Schifrin  and  Riva  Atlas  pi| 
together  "Hocus-pocus/'  describing  the  business  empire  Led 
Black  assembled  largely  from  the  bargain-priced  junk  bonds  Gar 
mendi  sold  him.  Also  in  New  York,  Carolyn  Geer  researched  th 
effects  of  the  Executive  Life  collapse  on  policyholders.  Page  71. 


Why  didn't  anyone  tell  Bill  Gates? 

Is  print  dead?  Does  the  information  future  belong  to  MTV  and  th 
visual  media,  as  some  pundits  say?  If  so,  nobody's  told  Bill  Gate 
founder  of  Microsoft  and  one  of  the  heroes  of  the  PC  revolution.  La 
issue  our  technology  supplement  ASAP  reported  (p.  70)  that  the  38* 
year-old  Gates  spends  a  major  part  of  ever)'  workday — reading.  Nd 
just  reports  but  newspapers,  magazines,  books.  And  Gates  says  hi 
envies  his  good  friend  Warren  Buffett  because  Buffett  has  more  tim| 
for  reading  than  he  has.  Is  print  dead? 


Genderism 

Readers,  male  and  female,  fed  up  with  the  ceaseless  keening  abou 
the  supposed  oppression  of  women,  will  enjoy  Peter  Brimelow' 
book  review  that  starts  on  page  46  and  is  entitled  "Gender  politics. 1 
Warren  Farrell's  Myth  of  Male  Power  raises  questions  to  whicj 
extreme  feminists  have  no  good  answers:  If  men  are  so  privileged! 
how  come  they  work  longer  hours  on  average,  die  much  sooner  anij 
are  much  more  likelv  to  commit  suicide  than  women? 


3^ 
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Can  you  recognize  this  individual? 
We  can. 

That 's  because  Sprint  is  proud  to 


CALL  HOME 

H 

introduce  our  new  voice  recognition 
technology:   the  voice  activated 
FONCARD™    A  system 
designed  to  easily  give 
business  travelers  a  record 
number  of  "wins"  on  the 
road.  With  it,  managers  (or 
coaches)  can  use  their 
voices  not  only  for  identi- 
fication, but  as  a  way  to 


virtually  "dial"  any  ten  numbers  of 
their  choice.  All  simply  by  using  an 
audible  command. 

The  voice  activated  FONCARD  is 
part  of  the  Sprint  Priority  GoldSM  pack- 
age which  also  features  other  services 
that  could  give  you  a  winning  record  in 
(or  on)  the  field — even  if  you  aren't  a 
famous  coach  like  Don  Shula. 

The  Sprint  Priority  Gold  package: 
special  recognition  for  special  people. 
For  yours,  call  1-800-597-5000. 


Sprint 


PRIOR  I  TV 
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Sprint 


VOICE  ACTIVATED 
FONCARD 


Certain  restrictions  apply  '01994  Sprint  Communications  Company  L  P. 


We  not  only  want  to  be 
the  last  luxury  car  you  ever  buy, 
we  want  to  be  the  first. 


loesn 


>f 


At  Infiniti  we  understand  that  whil 
'limb  to  the  top  of  the  corporate  ladde, 
lappen  overnight,  your  leve 
taste  is  pretty  much  in  place  from  the 
beginning.  For  this  reason,  we  offer  a 
range  of  luxury  automobiles  to  make  each 
rung  of  the  journey  richly  rewarding. 

From  our  G20  luxury  sports  sedan, 
to  our  inimitably  styled  J30/  to  the  ulti- 
mate luxury  and  control  of  our  Q45, 
we've  ensured  that  every  Infiniti  is  no  less 
than  a  touring  and  driver's  car  of  the 
highest  order. 

Heralded  performance  and  control 
Aesthetic  pleasures  such  as  hand-selected 
leather*  And  the  first  car  line  in  the  world 
with  dual  air  bags,  seat  belt  pre-tensioners 
..and  AJBS  standard  on  every  model. 


rymg  to  do  justice  to  the  concept  of 
Infiniti  in  a  few  paragraphs  isn't  just  diffi- 
cult. It's  futile.  Visit  your  Infiniti  show- 
room for  a  Guest  Drive!  And  experience 
enough  luxury  to  last  a  lifetime. 


It's  everything  that's  possible". 


INFINITI 
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Flying  through  flak 

AIRCRAFT    SWASHBUCKLER  Dclford 

Smith's  Evergreen  International  Avi- 
ation (Dec.  10,  1990)  took  on  some 
tough  jobs.  The  $405  million  (reve- 
nues) charter  cargo  and  passenger 
carrier  flew  some  of  the  last  flights  out 
of  Vietnam  in  1975  and  conducted 
classified  missions  in  Panama  during 
the  1989  invasion.  But  now  the  airline 
is  facing  a  different  kind  of  danger: 
After  losing  a  big  contract  with  Japan 
Airlines,  Evergreen  stopped  paying 
some  of  its  bank  loans  and  missed  an 
$8  million  interest  payment  on  its 
senior  notes. 

Smith  may  be  able  to  renegotiate 
payment  schedules  with  some  of  his 
banks,  most  of  which  would  rather 
not  foreclose  on  the  collateral:  Boeing 
747  freighters  and  DC-9s  whose  re- 


Del  Smith, 
Evergreen  Interna- 
tional Aviation 
Will  the 

creditors  knock 
him  out  of  the  sky? 


sale  value  has  plummeted.  But  the 
noteholders  may  push  the  company 
into  bankruptcy  court  if  Smith  refuses 
to  give  up  any  of  his  equity.  Smith 
wouldn't  talk  to  us,  but  word  is  he's 
already  posted  a  "For  Sale"  sign  on 
some  of  his  biggest  assets,  including  a 
2,100-acre  former  CI  A  air  base  outside 
of  Tucson,  Ariz. 

-Lisa  Sanders 


Wrong  strategy 

Last  summer  Forbes  was  highly  im- 
pressed with  California  supermarket 
chain  Vons  for  its  fancy  technology 
and  smart  marketing.  Vons'  strategy: 
tailoring  inventories  at  its  349  stores 
to  the  tastes  of  their  individual  neigh- 
borhoods (Aug.  2,  1993). 

Looks  like  we  were  naive.  With  the 
California  economy  socked,  custom- 
ers seem  to  prefer  low  prices  to  fancy 
merchandise.  Competitors  like  Lucky 
Stores  attracted  shoppers  away  from 
Vons  by  slashing  prices. 

Vons'  same-store  sales  fell  11%  in 
the  third  quarter.  Nine-month  earn- 
ings dropped  52%,  to  $13  million. 
The  stock,  which  traded  at  25  a  year 
ago,  fell  to  15  at  Christmas. 

Taking  the  heat,  Vons  President 
Dennis  Eck  resigned  in  November. 
Chairman  Roger  Stangeland,  just  re- 
turned from  open-heart  surgery,  took 
charge  by  cutting  250  jobs  and  an- 
nouncing the  closing  of  1 1  marginal 


Vons  Chairman 
Roger  Stangeland 
Fancy  marketing 
loses  to  low  prices. 
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"The  Most  Reliable  Copier  Ever 
To  Play  The  Game  Just  Got  Better." 

Rick  Pitino,  Championship  Coach 


gs^Whetne-r  you're  crashing  the  boards  or  chairman  of  the  board,  you  need  a  big  producer 
you  can  reiy  on.  In  business,  that's  a  Sharp  Master  Series  high-volume  copier/duplicator. 
The  SD-3075  is  the  most  reliable  high-volume  copier  ever  tested  by  Buyers  Lab.  And  at  75 

copies  per  minute,  it  was  the  first  copier  tested  that  produced  over  a  million 
copies  without  any  unscheduled  service. 

From  this  winning  tradition  comes  the  new  SD-3062.  It  produces  62 
copies  per  minute  and  finishes  multiple  sets  of  documents  at  the  touch  of  a 
button.  All  of  which  saves  time  and  ultimately,  money. 

To  see  how  the  right  Sharp  copier  can  be  a  big  time  player  for  you, 
call  for  a  free  copy  of  Sharp's  new  Winning  Game  Plan  Video. 
free  video  Or  fax  1-800-3-SHARP-3. 

YOU  NEED  A  WINNING  GAME  PLAN. 
CALL  1-800-BE-SHARP  / 


©  1994  Sharp  Electronics  Cor 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


CASH  REGISTERS  •  CALCULATORS  •  WIZARD"  ORGANIZERS 


I 


Some  of  our  best  icbi 


Our  international  chefs  have  been  firmly  grounded  in  the  fine  art  of  providing  you 
it's  our  staff  on  the  ground  or  our  crew  in  the  air,  you'll  receive  the  same  high  level  of  attention.  /  >< 


service  will  never  fly 


tiding  cuisine.  At  British  Airways,  our  idea  of  service  starts  long  before  you  ever  take  off.  Whether 
?  make  you  feel  that  makes  us  the  world's  favourite  airline. 

BRITISH  AIRWAYS 


The  worlds  favourite  airline® 


I  PRINCE   HOTELS   INTERNATIONAL   DESTINATIONS:   TOKYO    PRINCE   HOTEL,  TOKYO, 


A.kasaka  Prince  Wotel. 

What  business  Is 
Coming  T^o  In  Tokyo. 


Akasaka  Prince  Hotel  is  Tokyo's  most  prestigious  address. 
All  761  guest  rooms  offer  ample  work  space,  complete  privacy 
and  spectacular  views.  There  are  twelve  superb  restaurants 
and  lounges  and  24-hour  room  service.  With  unmatched 
access  to  the  city's  business  and  entertainment  districts,  a 
comprehensive  business  center  and  extraordinary  service, 
it's  no  wonder  Akasaka  Prince  Hotel  towers  above  the  rest. 
For  reservations  call  Sterling  International  Reservation 
Service  at  800-637-7200  or  Prince  Hotels  at  800-542-8686. 

Akasaka  ®  prince  hotel 

TOKYO 


■IflYK  'l»OS:iH  V  \  M  M  V  K  'IflVh!     13J.OH  HDNIMd  IflVW  :mmONOH    l:4XOH  iKTNIHd 


stores.  That,  he  says,  will  save  enough 
to  let  him  lower  prices  on  some 
10,000  items. 

Watching — apparently  approving 
ly — is  Steve  Burd,  chief  executive  oj 
Safeway,  the  Oakland,  Calif. -based 
supermarketer  and  35%  owner  oj 
Vons.  Burd  himself  used  a  low-price 
strategy  as  part  of  Safeway's  turn] 
around.  With  the  market  searching 
for  turnaround  plays  like  Safeway] 
Vons'  stock  has  bounced  back  td 
18%.  -Todd i  GUTNES 


Beyond  Vines 

We  dont  lose  'em  all.  Two  smal 
software  companies  whose  snazzy 
products  impressed  us  three  years  age 
are  still  alive,  doing  well  and  about 
to  merge. 

The  buyer,  Banyan  Systems  ol 
Westboro,  Mass.,  sells  an  impressive 
Unix-based  network  operating  sysi 
tern  called  Vines.  Founder  David 
Mahoney  struggles  against  much  big- 
ger rivals  Microsoft  and  Novell  (Feb, 
18,  1991).  But  he's  remained  profit- 
able, and  reports  a  57%  increase  irj 


Banyan 
Systems' 
David  Mahoney 
Teaming  up 
with  bozo 
filters. 


earnings,  to  $13  million  on  sales  o; 
$128  million  for  1993.  Last  montlj 
Mahoney  announced  he  was  paying 
$18  million  for  Burlington,  Mass. 
based  Beyond  Inc.  Beyond  makes 
among  other  things,  bozo  filters- 
electronic  mail  sorters  that  separate 
essential  messages  from  the  chaf 
(Jan.  7,  1991). 

The  merger  makes  sense.  For  one 
thing,  Beyond  has  technology  thai 
will  improve  Vines'  messaging  capa 
bilkies.  For  another,  the  line  betweer 
"■pure"  network  operating  system: 
and  applications  is  blurring.  And  since 
electronic  mail  is  the  most  used  net 
work  service,  adding  Beyond's  systerr 
of  filters  and  mail  sorters  to  Vine; 
should  help  Mahoney  in  his  battle 
against  the  giants. 

-David  C.  Churbuck  ■ 
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"We  need  to  take  care  of  the  forest  and  the  things  that  live  here." 

"Out  kere,  you  understand  tkat  tke  forest  is  more  tkan  just  trees.  And  tkat 
caring  for  tke  wildlife  tkat  lives  kere  is  important.  To  all  of  us.  My  company, 
Georgia-Pacific,  kelieves  tkat.  And  we're  doing  sometking  akout  it.  One  way 


is  witk  a  plan  we've  developed  to  protect  tke  Red  Cockaded  Woodpecker. 
Were  finding  nesting  sites,  tken  creating  safe  areas  around  tkem.  Areas  we'll 
leave  undisturked.  Just  to  make  sure  tke  kirds  will  always  kave  a  place  to  live 
and  tkrive.Tkat  makes  me  feel  good  akout  tke  work  I  do.  And  akout  tke 
company  I  work  for."  Carlton Wkite,  Forest  Specialist.   GeorgiaFfecific  ^ 


ORBES  INFORMER 
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Getting  the  hook 

Hell  hath  no  fury  like  a  supplier 
spurned.  Cabletron  Systems  Inc.,  the 
computer  networking  firm  based  in 
Rochester,  N.H.,  did  a  lot  of  business 
with  the  local  branch  of  First  NH 
Bank.  The  bank  handled  Cabletron's 
payroll,  and  the  bank's  Irish  parent 
financed  the  building  of  a  Cabletron 
plant  in  that  country. 

But  then  Cabletron  lost  a  bid  to  sell 
First  NH  Bank  some  networking 
equipment.  Vengeance  was  swift. 
Cabletron  Systems  President  Robert 
Levine  fired  off  a  memo  to  employees 
stating  that  Cabletron  does  business 
with  companies  that  do  business  with 
Cabletron.  A  First  NH  Bank  automat- 
ed teller  machine  was  removed  from 
the  company  cafeteria,  and  Levine 
suggested  to  his  employees  that  they 
might  like  to  take  their  accounts  else- 
where. -David  C.  Churbuck 

A  black  eye  for  GMAC 

GM  STILL  SELLS  MORE  CARS,  but  Ford 
makes  more  money  lending  on  them. 
Last  year  Ford  Motor  Credit  Corp. 
netted  $1.2  billion,  GMAC  just  under 
$1  billion.  What  happened  to  GMAC? 
Early  last  year,  says  a  GMAC  spokes- 
woman, its  paper  was  downgraded  by 
major  rating  agencies  because  of  par- 
ent gm's  problems,  raising  the  cost  of 
funds  and  thus  pushing  GM^C  out  of 
some  business  not  related  to  the  pur- 
chase of  GM  products.  GMAC  paper  has 
yet  to  be  upgraded. 

-Jerry  Flint 

Plugola 

Houston's  Justice  Records,  a  tiny 
independent  label,  has  a  hot  new 
technology.  Justice  founder  Randall 
Jamail  and  colleague  David  Thomp- 
son have  a  patent  pending  on  a  pro- 
cess that  allows  spoken  messages  to  be 
heard  on  a  compact  disc  without  in- 
terrupting the  music.  It's  being  used 
for  the  first  time  on  Moonlight  Be- 
comes You,  a  new  Willie  Nelson  CD 
just  released  by  Justice. 

Listeners  won't  hear  the  message  if 
they  play  the  CD  normally,  but  if  their 
CD  player  has  a  rewind  button  and 
they  hit  rewind  for  about  a  minute 


Singer  Willie  Nelson 
Showcasing  a  new  technology. 


before  the  first  song,  they'll  hear  Nel- 
son explain  why  he  recorded  these 
particular  songs  and  plug  another  Jus- 
tice performer.  Ultimately,  says  Ja- 
mail— whose  pop  is  Joe  Jamail,  the 
filthy-rich  Houston  trial  lawyer — this 
process  could  be  used  by  advertisers 
to  record  product  endorsements  on 
CDs.  Two  major  record  labels  are  ne- 
gotiating with  Jamail  to  license  the 
Justice  Soundboard  technology. 

-Christopher  Palmeri 

Assets  walk  out  door 

Late  last  year  the  publishing  gossips 
had  MCA  Inc.'s  Putnam  Berkley 
Group  buying  Hearst  Corp.'s  book 
division;  its  imprints  are  William  Mor- 
row (hardcover)  and  Avon  (paper- 
back). Rumored  price:  $250  million. 
Looks  like  the  gossips  were  on  to 
something.  In  February  lawyers  for 
Putnam  were  spotted  poring  over 
royalty  statements  and  contracts  at 
Morrow. 

If  Putnam  (whose  ultimate  parent 
is  Japan's  Matsushita  Electric  Indus- 
trial Co.)  buys  Morrow  and  Avon, 
what  will  it  get?  Good  question.  Over 
the  last  year  or  so  the  pair  have  lost 
about  a  half-dozen  heavyweight  edi- 
tors and  authors,  including  Ken  Fol- 
lett,  John  Irving  and  Barbara  Bush. 


Two  more  editors  are  leaving,  possi- 
bly taking  more  authors  with  them. 

-Lisa  Bransten 

Smart  strategists 

Not  since  General  Santa  Anna  took) 
the  Alamo  has  the  Mexican  Army 
looked  better.  In  their  first  full  year  in 
the  market,  mutual  funds  run  by  the 
armed  forces'  bank,  Banco  Naciona  [ 
del  Ejercito,  Fuerza  Aerea  Y  Armada  \ 
S.N.C.,  were  among  Mexico's  top 
performers  last  year.  Alberto  Hanonc 
covers  mutual  funds  for  Mexico  Cit\ 
daily  El  Financiero.  He  says  that  irj 
1993  Banjercito's  three  fixed  income 
funds  returned  over  19%  on  pesc 
accounts.  A  fund  offered  by  Bam  j 
comer  was  tops,  at  21 .6%. 

The  bank,  which  started  offering 
mutual  funds  only  in  October  1992 
has  so  far  attracted  over  $140  millior  ( 
from  2,700  investors,  a  handful  oi  I 
them  Americans  who  earned  arounc  ; 
15%  after  currency  conversion.  Tc  5 
sign  up  foreigners,  Banjercito  deploy:  i 
bankers  at  branches  inside  custom:  1 
offices  in  Tijuana,  Nuevo  Laredo* 
Ciudad  Juarez  and  Mexicali. 

-Joel  Millma> 

Passport,  please 

Early  this  year  the  former  Sovie 
republic  of  Georgia  enacted  a  lav 
requiring  citizens  wanting  to  emi 
grate  to  pay  the  equivalent  of  $300  fo 
a  passport.  That's  a  lot  of  cash  in  ; 
nation  where  the  average  annual  in 
come  is  between  $35  and  $60.  Appar 
entry  the  government  was  holding  tc 
ransom  Georgia's  more  than  20,00C 


Georgia's  Eduard  Shevardnadze 
Scrapping  a  law  that  ransomed  Jews. 
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Every  man  over  50  should  rake  this 

PROSTATITES 


pleased 


often,  espea^ 


duting 
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,  have  ttouD" 
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if  you  answered  "yes"  to  any  question,  you  should  see  your  doctor. 
You  may  be  experiencing  the  symptoms  of  a  condition  called 
benign  prostatic  hyperplasia  (BPH),  which  is  an  enlargement  of 
the  prostate  gland. 

Affecting  one  out  of  three  men  over  the  age  of  50,  symptomatic 
BPH  can  be  caused  by  a  tightening  of  muscles  inside  the  prostate. 
These  tightened  muscles  can  slow  the  flow  of  urine,  leading  to 
the  kinds  of  urinary  symptoms  described  above. 

There  are  three  basic  treatment  options  for  symptomatic  BPH: 
"watchful  waiting,"  which  entails  having  regular  checkups 
over  time;  surgery;  and  medication. 

HYTRIN:  A  New  Treatment  Option 

HYTRIN  is  a  once-a-day  medication  that  can  rapidly  treat 

bothersome  BPH  symptoms.  HYTRIN  works  by  relaxing  the 


muscles  that  have  tightened  in  the  prostate,  increasing 
urine  flow  and  decreasing  urinary  symptoms.  With  HYTRIN, 
you  can  see  improvement  in  2  to  4  weeks. 

HYTRIN  can  cause  a  sudden  drop  in  blood  pressure  at 
the  beginning  of  treatment  (or  if  you  miss  doses  and  then 
start  taking  the  medication  again).  You  may  feel  dizzy,  faint, 
or  "light-headed,"  particularly  after  getting  up  from  a 
chair  or  bed. 

If  you  have  any  urinary  symptoms,  see  your  doctor. 

Only  your  doctor  can  properly  diagnose  symptomatic  BPH 

(or  other  conditions  such  as  prostate  cancer). 

And,  only  your  doctor  can  treat  your  bothersome  BPH  symp- 
toms with  HYTRIN.  Far  FREE  information  on  symptomatic 
BPH  and  HYTRIN,  please  call  1  800  S8B  59S5 


Please  see 

patient  information 

on  adjacent  page. 

©  1994,  Abbott  Laboratories 
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HYTRIN 

(terazosin wj 

PATIENT  INFORMATION 
ABOUT 
HYTRIN®  (HI-TRIN) 

Generic  Name: 
terazosin  (ter-A-zo-sin) 
hydrochloride 

When  used  to  treat 
BENIGN  PROSTATIC 
HYPERPLASIA  (BPH) 

Please  read  this  leaflet  before  you  start  taking 
HYTRIN.  Also,  read  it  each  time  you  get  a  new  pre- 
scription. This  information  should  NOT  take  the  place 
of  a  full  discussion  with  your  doctor.  You  and  your 
doctor  should  discuss  HYTRIN  and  your  condition 
before  you  start  taking  it  and  at  your  regular  check- 
ups. 

HYTRIN  is  used  to  treat  benign  prostatic  hyperplasia 
or  BPH.  HYTRIN  is  also  used  to  treat  high  blood  pres- 
sure (hypertension).  This  leaflet  describes  HYTRIN 
only  as  a  treatment  for  BPH. 

What  is  BPH? 

The  prostate  is  a  gland  located  below  the  bladder.  It 
surrounds  the  urethra  (you-REETH-rah),  which  is  a 
tube  that  drains  urine  from  the  bladder.  BPH  is  an 
enlargement  of  the  prostate  gland.  The  symptoms  of 
BPH,  however,  can  be  caused  by  an  increase  in  the 
tightness  of  muscles  in  the  prostate.  If  the  muscles 
inside  the  prostate  tighten,  they  can  squeeze  the  ure- 
thra and  slow  the  flow  of  urine.  This  can  lead  to  symp- 
toms such  as: 

•  a  weak  or  interrupted  stream  when  urinating 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  of  delay  when  you  start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night,  or 

•  a  feeling  that  you  must  urinate  right  away. 
Treatment  options  for  BPH 

There  are  three  main  treatment  options  for  BPH: 

•  Program  of  monitoring  or  "Watchful  Waiting". 
Some  men  have  an  enlarged  prostate  gland,  but  no 
symptoms,  or  symptoms  that  are  not  bothersome. 
If  this  applies,  you  and  your  doctor  may  decide  on 
a  program  of  monitoring  including  regular  check- 
ups, instead  of  medication  or  surgery. 

•  Medication.  There  are  different  kinds  of  medica- 
tion used  to  treat  BPH.  Your  doctor  has  prescribed 
HYTRIN  for  you.  See  "What  HYTRIN  does" 
below. 

•  Surgery.  Some  patients  may  need  surgery.  Your 
doctor  can  describe  several  different  surgical  pro- 
cedures to  treat  BPH.  Which  procedure  is  best 
depends  on  your  symptoms  and  medical  condi- 
tion. 

What  HYTRIN  does 

HYTRIN  relaxes  the  tightness  of  a  certain  type  of 
muscle  in  the  prostate  and  at  the  opening  of  the  blad- 
der. This  may  increase  the  rate  of  urine  flow  and/or 

decrease  the  symptoms  you  are  having. 

•  HYTRIN  helps  relieve  the  symptoms  of  BPH.  It 
does  NOT  change  the  size  of  the  prostate,  which 
may  continue  to  grow.  However,  a  larger  prostate 


does  not  necessarily  cause  more  or  worse  symp- 
toms. 

•  If  HYTRIN  is  helping  you,  you  should  notice  an 
effect  on  your  particular  symptoms  in  2  to  4  weeks 
of  starting  to  take  the  medication. 

•  Even  though  you  take  HYTRIN  and  it  may  help 
you,  HYTRIN  may  not  prevent  the  need  for 
•surgery  in  the  future. 

What  you  should  know  while  taking 
HYTRIN  for  BPH 

WARNINGS 

HYTRIN  Ca/i  Cause  A  Sudden  Drop  in  Blood 
Pressure  After  the  VERY  FIRST  DOSE.  You  may 

feel  dizzy,  faint,  or  "light-headed"  particularly  after 
you  get  up  from  bed  or  from  a  chair.  This  is  more 
likely  to  occur  after  you've  taken  the  first  few  doses, 
but  can  occur  at  any  time  while  you  are  taking  the 
drug.  It  can  also  occur  if  you  stop  taking  the  drug  and 
then  re-start  treatment. 

Because  of  this  effect,  your  doctor  may  have  told  you 
to  take  HYTRIN  at  bedtime.  If  you  take  HYTRIN  at 
bedtime  but  need  to  get  up  from  bed  to  go  to  the  bath- 
room, get  up  slowly  and  cautiously  until  you  are  sure 
how  the  medicine  affects  you.  It  is  also  important  to 
get  up  slowly  from  a  chair  or  bed  at  any  time  until  you 
leam  how  you  react  to  HYTRIN.  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the 
effects  of  the  medication.  If  you  begin  to  feel  dizzy,  sit 
or  lie  down  until  you  feel  better. 

•  You  will  start  with  a  1  mg  dose  of  HYTRIN.  Then 
the  dose  will  be  increased  as  your  body  gets  used 
to  the  effect  of  the  medication. 

•  Other  side  effects  you  could  have  while  taking 
HYTRIN  include  drowsiness,  blurred  or  hazy 
vision,  nausea,  or  "puffiness"  of  the  feet  or  hands. 
Discuss  any  unexpected  effects  you  notice  with 
your  doctor. 

Other  important  facts 

•  You  should  see  an  effect  on  your  symptoms  in 
2  to  4  weeks.  So,  you  will  need  to  continue  seeing 
your  doctor  to  check  your  progress  regarding  your 
BPH  and  to  monitor  your  blood  pressure  in  addi- 
tion to  your  other  regular  check-ups. 

•  Your  doctor  has  prescribed  HYTRIN  for  your 
BPH  and  not  for  prostate  cancer.  However,  a  man 
can  have  BPH  and  prostate  cancer  at  the  same 
time.  Doctors  usually  recommend  that  men  be 
checked  for  prostate  cancer  once  a  year  when  they 
turn  50  (or  40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  even  if  you 
are  taking  HYTRIN.  HYTRIN  is  not  a  treatment 
for  prostate  cancer. 

•  About  Prostate  Specific  Antigen  (PSA).  Your 
doctor  may  have  done  a  blood  test  called  PSA. 
Your  doctor  is  aware  that  HYTRIN  does  not 
affect  PSA  levels.  You  may  want  to  ask  your  doc- 
tor more  about  this  if  you  have  had  a  PSA  test 
done. 

How  to  take  HYTRIN 

Follow  your  doctor's  instructions  about  how  to  take 
HYTRIN.  You  must  take  it  every  day  at  the  dose  pre- 
scribed. Talk  with  your  doctor  if  you  don't  take  it  for 
a  few  days,  you  may  have  to  restart  it  at  a  1  mg  dose 
and  be  cautious  about  possible  dizziness.  Do  not  share 
HYTRIN  with  anyone  else;  it  was  prescribed  only  for 
you. 

Keep  HYTRIN  and  all  medicines  out  of  the  reach  of 
children. 

FOR  MORE  INFORMATION  ABOUT  HYTRIN 
AND  BPH,  TALK  WITH  YOUR  DOCTOR, 
NURSE,  PHARMACIST  OR  OTHER  HEALTH 
CARE  PROVIDER. 
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Jews,  many  of  whom  want  to  leave 
Queried  by  reporters  on  a  trip  to  Pari: 
in  January,  an  embarrassed  Eduarc 
Shevardnadze,  chairman  of  Georgia' 
parliament,  vowed  to  rescind  the  rule 
Georgians  can  now  depart  for  $5— 
about  one  month's  average  income. 

Not  his  sort  of  thing 

U.S.  HEDGE  fund  STAR  Michael  Steini 
hardt  and  his  partners  were  recendi 
approached  by  Israeli  investors  to 
provide  money  for  a  new  Israeli  stocl 
exchange.  The  proposed  bourse 
would  list  companies  too  small— 
among  them  many  high-tech  start! 
ups — to  meet  the  minimum  $3  mill 
lion  capital  requirement  for  a  listing 
on  the  Tel  Aviv  exchange. 

Steinhardt  and  some  of  his  partner 
control  a  publicly  held  Israeli  ban! 
and  own  several  real  estate  develop* 
ments  there.  As  a  money  manager,  hi 
seemed  a  likely  candidate  for  invest 
ing  in  the  new  project.  Sony,  he  told 
the  sponsors.  Turns  out  that  none  o 
the  $5  billion  he  manages  is  investe<j 
in  Israeli  stocks.  -Riva  AtuJ 

Kita's  downfall 

For  A  while  in  the  late  1980s  an« 
early  1990s  Japanese  steel  mogul  Shi 
geru  Kita  looked  like  a  genius.  H| 
borrowed  for  his  firm,  Hanwa  Kogya 
short  term  and  bought  higher-yield 
ing  instruments,  profiting  nicely  fron 
the  interest  rate  spread.  Kita's  specui 
lation  was  earning  Tokyo- baset 
Hanwa  Kogyo,  which  buys  and  sell 
steel  products,  almost  20  times  mon 
than  its  basic  business. 

But  the  stock  market  was  his  undo 
ing.  When  Japanese  stocks  crashed  ii 
1990,  rather  than  cut  his  losses  Kit 
averaged  down,  adding  to  his  posi 
tions.  By  early  1993,  as  the  Toky» 
market  continued  to  struggle  off  it 
bottom,  Hanwa  was  long  over  $« 
billion  worth  of  securities.  The  Toky 
stock  market  has  since  rallied  by  a| 
most  25%,  but  the  recovery  wasn' 
strong  enough  to  save  Hanwa  fron 
having  to  write  down  its  portfolio  b 
$1.1  billion. 

The  disgraced  Kita  quit  as  Hanwa' 
president  in  January.  Scant  comfort  t< 
Hanwa' s  public  shareholders,  whi 
have  seen  their  stock  drop  85%  sine 
1990.  -Neil  Weinberg  ■ 
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High  sticking? 

Sir:  "Bad  blood  on  the  ice"  (Jan.  31 ) 
is  a  mean-spirited  attack  on  [National 
Hockey  League  Commissioner]  Gary 
Bettman.  Your  readers  know  the  diffi- 
culty of  reorganizing  an  entity,  rein- 
venting the  old,  outdated  business 
culture  and  dealing  with  its  various 
interest  groups.  Change  means  hard 
choices  and  decisions  and,  perhaps,  it 
is  more  difficult  in  professional  sports 
with  its  intense  daily  media  scrutiny. 
-William  Landberg 
Oakbrook  Terrace,  III. 

The  crying  game 

Sir:  I  have  no  sympathy  for  [sports 
team]  owners  trying  to  get  insurance 
("Dangerous  games,'''  Jan.  31).  They 
pay  a  player  like  Larry  Johnson  $84 
million  but  in  the  next  breath  plead 
poverty  when  discussing  the  costs  of 
insurance. 

-Vincent  C.  Baird  Jr. 
Liverpool,  N.T. 

Know  your 
customer 

Sir:  Re  "Why  is  Janet  Reno  still  At- 
torney General?'"  (Fact  and  Com- 
ment, Feb.  14).  In  any  bureaucracy  the 
customer  for  each  bureaucrat  is  that 
bureaucrat's  immediate  boss.  Presi- 
dent Clinton  is  Attorney  General 
Reno's  immediate  boss,  and  Reno  can 
be  expected  to  satisfy  Clinton  on  most 
matters  until  outcries  from  the  Con- 
gress and  the  public  force  her  to  do 
otherwise. 

-Milton  E.  Ballard 
Tucson,  Ariz. 

Renaissance 
team 

Sir:  Re  "End  of  an  era"  (Dec.  20, 
1993).  Milton  Petrie  and  his  girls 
should  not  be  remembered  for  failing 
to  let  go  of  old  ways  but  for  the  ways 
that  built  a  successful  and  socially 
responsible  organization.  Petrie  was 
reluctant  to  accept  the  new  ways  of 
technology.  Perhaps  this  was  because 
Petrie  believed  strongly  in  the  mind 
and  talents  of  the  individual.  Petrie 
and  his  longtime  executives  [created] 


I 

Milton  Petrie 


an  organization  of  merchants  cross- 
trained  in  all  aspects  of  the  business. 
-Pamela  A.  Beech 
Columbus,  Ohio 

Free  speech 

Sir:  Re  Thomas  Sowell's  Observa- 
tions (Feb.  14).  Just  as  freedom  of  the 
press  gives  journalists  the  right  to 
present  a  wide  spectrum  of  ideas, 
academic  freedom  provides  the  same 
opportunity  to  faculty  members  and 
students.  The  governance  structure  of 
colleges  and  universities  is  designed 
to  protect  these  institutions  from 
those  who  would  destroy  that  right  in 
the  name  of  ideology. 
-Ralph  M.  Pollack 
Professor  of  Chemistry 
University  of  Maryland 
Baltimore,  Md. 

Collegiate  costs 

Sir:  Re  "Taxation  without  represen- 
tation" (Jan.  17).  As  an  economist 
who  has  spent  a  considerable  amount 
of  time  studying  the  methodology 
which  determines  the  allocation  of 
financial  aid  to  college  students,  I 
wish  to  take  issue.  People  in  the  need 
analysis  system  are  those  who  choose 
to  purchase  higher  education  and 
whose  financial  resources  are  inade- 
quate to  pay  for  the  purchase. 
-Sandy  Baum 

Associate  Professor  and  Chair 
Department  of  Economics 
Skidmore  College 
Saratoga  Springs,  N.  T. 

Sir:  Parents  should  simply  be  in- 
formed of  the  average  fee  actually  paid 
per  student  each  year  at  their  child's 


college  and  count  any  additional 
amounts  they  pay  as  a  tax-deductible 
donation,  just  as  contributors  with- 
out students  in  attendance  do  already. 
-Richard  L.  Chappell 
New  York,  N.T. 

Pay-per-view 

Sir:  Re  "A  matter  of  opinion"  (Jan. 
31).  Wilbur  Ross  suggests  the  bank- 
ruptcy court  was  wrong  in  not  accept- 
ing his  valuation  of  National  Gypsum 
and  that  fees  of  investment  bankers 
should  be  tied  to  the  accuracy  of  their 
predictions.  Long  after  he  testified 
and  after  the  company  emerged  from 
bankruptcy,  gypsum  prices  improved, 
as  did  the  stock  prices  of  the  two 
leading  gypsum  companies.  Ross  now 
wants  us  to  believe  that  the  reorgani- 
zation plan  should  have  anticipated 
such  a  dramatic  turnaround. 
-John  H.  Laeri  Jr. 
Chairman 

Meadowcroft  Associates  Inc. 
Westport,  Conn. 

Shuttle  rebuttal 

Sir:  Kenneth  Feld  and  his  related 
companies  do  not  own  "the  world's 
only  life-size  replica  of  the  U.S.  space 
shuttle"  ("The  tightest  man  in  show 
business?"  Nov.  8,  1993).  SpacePort 
Systems  Corp.  and  Mitsubishi  Corp. 
have  owned  full-size  mock-ups  of  the 
NASA  Shuttle  Orbiter  for  about  five 
years. 

-John  P.  Hagen 
Corporate  Director 
SpacePort  Systems  Corp. 
Glendale,  Calif. 

There's  a  catch 

Sir:  With  regard  to  your  characteriza- 
tion of  the  Fee's  grant  of  a  pioneer's 
preference  spectrum  allocation  to 
Omnipoint  as  a  Christmas  present, 
what  Santa  delivered  to  Omnipoint 
was  a  gift  with  a  catch — build  it  or  lose 
it  ("Dear  Santa,"  Jan.  31).  Assembly 
required,  no  instructions  enclosed, 
batteries  not  included.  FCC  rules  man- 
date that  Omnipoint's  failure  to  meet 
incremental  coverage  requirements 
will  result  in  forfeiture  of  Omni- 
point's license — and  its  investment. 
-Pamela  L.  Gist 
Washington,  D.C. 
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Mth  all  thy  getting  get  understanding" 


Fact  and  Comment 


y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


OVER  100,000  UNNECESSARY  DEATHS  LATER 


early  TWO  years  AGO  Margaret  Thatcher  eloquently 
Ivocated  bombing  Serbian  artillery.  U.S.  and  Western 
uropean  leaders  put  down  her  pleas  as  if  they  were 
linformed  rantings.  Now  after  100,000-plus  Bosnian 
;aths  and  several  hundred  thousand  Serbian  acts  of  rape 

WHO  CAN  GIVE 

NUMBER  OF  Republicans  still  seem  to  suffer  from  the 
Dlitical  equivalent  of  the  battered-wife  syndrome.  Since 
le  New  Deal,  Democrats  have  dominated  American 
clitics  by  occupying  the  high  ground  of  "compassion" 
id  "helping  people"  on  domestic  issues,  no  matter  that 
leir  approach  to  welfare,  crime,  public  education,  etc.  has 
3ne  infinitely  more  harm  than  good.  Too  many  Republi- 
ms  cower  in  resisting  Democratic  social  largesse  lest  they 
:  accused  of  lacking  compassion.  Too  many  conservative 
OPers  are  too  often  content  to  grumble  about  costs, 
hile  moderates  Milquetoastily  appear  too  quick  to  agree 
» slightly  modify  or  water  down  Democratic  nostrums. 

Even  on  economic  issues,  Republicans  can  lose  their 
)ice.  When  Democrats  called  the  Bush  Administration's 
ipital  gains  tax  cut  a  giveaway  to  the  rich,  the  White  House 
ent  into  the  bunkers.  And  in  last  year's  New  Jersey 
ibernatorial  election,  when  some  of  us  advised  Mrs. 
Tiitman  to  advocate  sweeping,  across-the-board  income 
x  cuts,  numerous  quivering  Republicans  said,  "This  is 
ght  economically  but  won't  work  politically  because  we'll 


and  torture,  NATO  credibly  threatens  what  Lady 
Thatcher  urged,  and,  voila,  the  Serbs  back  off  their  siege. 

How  many  times  must  we  relearn  this  most  basic 
lesson  of  this  century — weakness  and  passivity  beget 
murderous  aggression. 

THEM  COURAGE? 

be  accused  of  helping  the  rich."  Despite  a  hostile,  caustic 
press  and  considerable  voter  skepticism,  Mrs.  Whitman 
resolutely  stuck  to  her  guns.  As  voters  realized  she  actually 
meant  what  she  said,  she  overcame  a  20-point  deficit  to  win. 

A  too  passive/cautious  GOP  mentality  is  on  display 
again  with  health  care.  The  Clinton  plan  is  a  moral,  medical 
and  economic  monstrosity.  Rep.  Jim  Cooper's  (D-Tenn.) 
alleged  alternative  isn't  much  better.  Yet  unlike  Sen.  Phil 
Gramm  (R-Tex.),  Rep.  Dick  Armey  (R-Tex.)  and  a  few 
others,  numerous  congressional  GOPers  won't  vigorously 
publicly  oppose  these  proposals,  fearing  that  the  public 
might  consider  the  congressmen  "negative"  and  not 
concerned  enough  about  "real  people's  problems." 

The  GOP  courts  contumely  and  scorn  if  it  can't  forth- 
rightly  fight  Mrs.  Clinton's  Frankensteinesque  creation. 
The  issue  is  a  Republican  natural,  involving  the  most 
basic  individual  rights  concerning  life  and  death,  as  well  as 
the  most  massive,  destructive  tax  increase  in  U.S.  history. 

A  party  that  lacks  conviction  or  the  courage  of  its  convic- 
tions offers  voters  nothing — and  deserves  nothing  in  return. 


WHAT  THE  DEVIL 

the  Clinton  Administration  doing  threatening  a  trade  pan  promises  to  rig  shares  of  certain  markets  for  American 
ar  with  Japan?  Doesn't  it  know  that  when  we  went  that  companies.  Managed  trade  takes  power  from  the  consumer 
>ute  in  1929-30  we  brought  on  a  global  depression    and  puts  it  in  the  hands  of  bureaucrats  and  politicians.  We 


Jlowed  by  a  world  war? 

This  confrontation  is  ill-timed.  It's 
rected  at  the  first  reform  govern- 
ent  Japan  has  had  in  decades.  Tokyo 
is  legislated  changes  in  the  "rotten 
trough"  political  system  that  gave 
jtsized  influence  to  farmers,  bu- 
aucrats  and  major  corporations 
hile  short-shrifting  the  consumer. 

Moreover,  the  U.S.  isn't  going  to 
le  mat  to  genuinely  open  up  Japan's 
larkets.  Instead,  the  Administration 
ants  "managed  trade,"  whereby  Ja- 
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Hosokawa  and  Clinton:  Bill's  bullying 
may  someday  bloodily  backfire. 


will  be  exchanging  one  form  of  eco- 
nomic manipulation  for  another. 

The  Clinton  approach  is  self-de- 
feating. Knocking  down  the  dollar 
against  the  yen  will  prolong  and 
deepen  Japan's  recession,  which 
means  the  country  will  buy  even  less 
of  what  we  sell.  The  worsening  slump 
will  push  desperate  Japanese  manu- 
facturers, many  of  whom  are  deep  in 
the  red,  to  try  to  export  even  more. 
Some  observers  think  that  because 
we  have  a  deficit  with  Japan,  Tokyo 
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has  more  to  lose  in  a  trade  war  than  Washington.  As  the 
Great  Depression  painfully  demonstrated,  all  of  us  lose. 

The  Administration  is  also  fanning  anti-American  Japa- 
nese nationalism  with  its  blunderbuss  threats.  And  as 
Western  Europe  is  entering  a  difficult  period  of  economic 
restructuring,  protectionism  is  gaining  ground  there.  Our 
stance  with  Japan  will  encourage  those  retrograde  trends. 


There  is  more  to  our  relations  with  Japan  than  trade 
North  Korea  is  building  an  atomic  arsenal  and  already  has 
missiles  that  can  reach  Japan.  China's  military  buildup 
continues  unabated.  Russia  may  yet  turn  authoritarian 
and  militaristic.  Would  our  interests  be  served  by  Japan' 
becoming  a  nuclear  power,  feeling  that  it  has  been  ill 
treated  by  Washington? 


HE'S  NO  HARRY  TRUMAN 


Harry  Truman  started  his  political  life  as  a  ward  heeler 
for  a  corrupt  political  machine.  Yet  as  President  during  and 
after  World  War  II,  he  formulated  our  most  visionary, 
constructive  foreign  policy.  Democracy  was 
firmly  planted  in  the  once  totalitarian,  milita- 
ristic ground  of  Germany,  Japan  and  Italy. 
Western  Europe  and  much  of  Asia  were  saved 
from  communism .  America  turned  its  back  on 
traditional  isolationism  and  successfully  sus- 
tained a  40-year  Cold  War  against  the  U  .S .  S .  R. 

Harry  Truman  never  went  to  college.  Bill 
Clinton  graduated  from  a  first-rate  university 
and  spent  two  years  overseas  at  Oxford  as  a 
Rhodes  Scholar.  But  with  a  still  critical  ally,  he 
acts  like  a  parochial  pol,  indulging  in  cheap 


HSTrose  to  the  occasion 


shots  that  might  please  some  of  his  union  supporters. 

Can't  the  President  summon  the  vision  and  courage  to 
take  a  high  road  that  will  enhance  our  safety  and  increase) 
our  future  prosperity?  Why  not  pursue 
Nafta-like  free-trade  agreement  with  Japan 
Its  government  is  too  weak  to  respond  favor 
ably  now,  but  we  can  set  the  stage  for  futurei 
fruitful  negotiations.  Japan  is  changing.  It$ 
consumers  are  realizing  they  have  been! 
shortchanged.  We  should  creatively  encour 
age  those  f  orces  instead  of  arousing  the  kinds 
of  sentiments  that  led  to  Pearl  Harbor.  Foil 
starters,  we  could  urge  Prime  Minister  Ho 
sokawa  to  battle  again  for  a  permanent,  in 
stead  of  a  temporary,  income  tax  cut. 


HIGH-TECH  SNOOPS 


The  Administration  is  about  to  browbeat  American 
computer  manufacturers  (as  well  as  cable  and  telephone 
operators)  into  installing  in  its  machines  a  special  chip  that 
would  enable  the  government  to  eavesdrop  on  all  com- 
puter and  telephonic  transmissions.  Washington  argues 
that  coded  telephone  and  computer  communications  are 
making  it  difficult  for  law  enforcement  officials  to  carry 
out  traditional  wiretapping  of  suspected  criminals. 

The  so-called  Clipper  Chip  is  designed  so  that  the 
government  can  unscramble  coded  phone  calls  or  com- 
puter data  that  flow  through  our  mushrooming  networks. 


This  is  really  a  dumb  idea.  High-tech  exports  will  be 
devastated.  Foreigners  aren't  going  to  buy  equipment 
with  such  a  decoding  device.  More  to  the  point,  crimi 
nals  and  terrorists  won't  either.  Evildoers  are  not  abou| 
to  use  encryption  contraptions  that  the  government  hai 
the  keys  to  break. 

The  Clinton  Administration  promises  that  the  enor 
mous  power  that  the  Clipper  Chip  gives  the  feds  will  noi 
lead  to  abuses  of  our  privacy.  Baloney.  Beltway  powei 
abuses  are  still  plentiful.  The  temptation  of  unethica 
snooping  will  be  too  great  to  resist. 


ENDING  AIRBORNE  AMBULANCE  CHASING 


Congress  can  create  25,000  good-paying,  high-skill 
jobs  by  passing  the  General  Aviation  Revitalization  Act. 
The  bill  would  prohibit  product  liability  lawsuits  against 
airplanes  that  are  1 5  years  old  or  older. 

That  companies  can  be  sued  for 
almost  any  accident  involving  a  prod- 
uct regardless  of  cause  or  age  is  an 
example  of  how  warped  our  justice 
system  has  become.  A  few  weeks  ago 
Cessna  Aircraft  was  sued  for  an  acci- 
dent involving  a  47-year-old  plane, 
even  though  the  model  has  been  out 
of  production  for  more  than  40 
years.  The  average  age  of  airplanes  in 
these  suits  is  22  years. 

The  light-aircraft  industry  has  near- 
ly been  destroyed  by  unlimited  exposure  to  product 
liability  litigation.  Over  100,000  industry  and  related  jobs 
have  been  lost  in  the  last  decade.  These  suits  forced  Cessna 
to  shut  down  its  single-engine  production  lines. 

Our  balance  of  trade  has  been  harmed:  Almost  a  third 
of  these  aircraft  had  been  sold  outside  the  U.S.  Our 


Grounded  by  a  few  fee-fat  lawyers 


leadership  in  this  field  has  been  lost  and  taken  up  b\ 
foreign  manufacturers.  And  the  decimation  of  the  light 
aircraft  industry  is  hurting  our  future  supply  of  pilots 
Many  young  people  start  out  flying 
in  these  airplanes. 

What  is  truly  absurd  is  that  almos 
half  the  cases  against  makers  of  small 
planes  are  brought  by  just  16  law  firm, 
that  routinely  use  the  same  nine — yes 
nine — "expert"  witnesses.  Thes 
firms  rake  in  the  money.  Out  of  even 
dollar  awarded  only  17  cents  goes  tc 
the  accident  victims  or  their  families. 

The  bill  is  eminently  reasonable.  Ai 
aircraft  that  survives  without  a  manu 
facturer-caused  accident  for  15  year 
has  more  than  demonstrated  its  airworthiness.  This  countr 
must  once  again  value  and  encourage  individual  responsi 
bility;  we  must  stop  blaming  everything  and  everyone  elst 
for  the  woes  that  befall  us.  A  nice  start  would  be  thi 
legislation,  which  would  revitalize  a  wonderful  American 
industry  and  enormously  benefit  the  economy  as  well.  ■ 
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"The  Supra  easily  outgrips  the  Ferrari 
512  TR  and  the  Porsche  911  Turbo,  is 
more  stable  in  abrupt  maneuvers,  and 
digs  to  a  halt  with  near  identical 
determination." 

Road  &  Track/August,  1993 

"The  Supra  Turbo  is  an  absolute  beast." 

Automobile  Magazine /April,  1993 

"The  brakes  are  magnificent— I've  never 
tried  better." 

Car  and  Driver/September,  1993 


"There  is  every  reason  to  believe  that  the 
Toyota  Supra  Turbo,  at  about  one-fifth 
the  financial  assault  of  a  Testarossa,  can 
match  the  legendary  Ferrari's  pace  on 
just  about  any  twisted  piece  of  asphalt. 
Ditto  the  $100K  Porsche." 

Road  &  Track/August,  1993 

"Supra  Turbo  is  the  MVP  (Most  Valuable 
Performer)  of  the  Automotive  Dream 
Team." 

Motor  Trend/August,  1993 


These  Are  The  Reviews. 
Imagine  The  Performance. 


"The  intercooled  sequential  twin-turbo 
version  is  the  real  adrenaline  pump. 
When  both  turbos  are  spooled  up, 
there's  320  hp  on  the  Supra's  tap." 

Popular  Mechanics/March,  1993 

"The  ante  to  compete  in  the  world's  order 
of  ultra-performance  cars  has  just  been 
raised.  The  Toyota  Supra  Turbo  is  the 
new  Top  Gun." 

Motor  Trend/August,  1993 


"The  Supra  Turbo  does  what  few  other 
cars  in  history  have  been  able  to  accom- 
plish: Combine  exoticar  performance 
with  luxo-coupe  grace  and  deliver  it  all 
at  a  price  that  won't  cause  angina 
pectoris!' 

r  Motor  Trend/August,  1993 

"...could  be  history  in  the  making." 

Road  &  Track/March,  1993 

"A  world  beater." 

Car  and  Drixer /September,  1993 


®  TOYOTA  Supra 

"I  love  what  you  do  for  me" 


The  1994 Toyota  Supra.  It's  Taken  Everything  Sports  Cars  Were  Before 


And  Crossed  The  Line. 

Call  1-800-GO-TOYOTA  for  a  brochure  and  location  of  your  nearest  dealer  Buckle  Up1  Do  it  for  those  who  love  you  ©1993  Toyota  Motor  Sales,  USA.,  Inc 
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lo  help  you  create 
and  keep  customers, 
we  begin  with  this  piece  of 
advanced  technology. 


We  couldn't  help  you  succeed  with- 
it.  It's  the  ability  to  listen  to  you 
your  customers.  And  it's  part  of 
heritage  at  Unisys. 
That's  why  Unisys  Services  offers  a 
osophy  which  separates  us  from  our 
ipetition  and  can  help  separate  you 
n  your  competition-cusTOMERiZE.SM 
an  approach  based  on  hearing  where 
and  your  customers  are  coming 
n.  To  help  you  keep  them  coming. 
Using  proven  methodology,  experi- 
ed  Unisys  Services  professionals  will 
'k  with  you  to  customerize  your 
anization  by  aligning  information 
itegy  with  your  customer  service 
,1s.  We  begin  by  developing  an 

Unisys  Corporation. 


understanding  of  your  customers'  needs 
and  analyzing  the  information  flow 
between  you  and  your  customers. 
Then  our  Information  Planning  Process 
teams  you  with  Unisys  experts  to  create 
a  practical  blueprint  for  enhancing 
customer  service  through  information. 

Unisys  Process  Redesign  helps 
redirect  your  people  and  processes 
to  enable  you  to  be  more  responsive 
to  your  customers.  As  a  leader  in 
Systems  Integration,  we  design  solu- 
tions for  real-world  multivendor  envi- 

UNiSYS 

We  make  it  happen. 


ronments.  And  Unisys  Outsourcing 
can  free  you  to  concentrate  on  cus- 
tomer service  while  we  shoulder 
responsibility  for  your  IS  operations. 


CUS-tom«er»ize\  kus'-ta-ma-rize'X  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE,  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


For  a  complimentary  customerize 
Services  Information  Kit,  call  us  at 
1-800-874-8647,  ext.  19.  Hear  for  your- 
self how  enhanced  customer  service 
can  make  a  strategic  difference  for 
your  business. 

CUSTOMERIZE  is  a  service  mark  of  Unisys  Corporation. 


Other  Comments 


In  Deep 

Describing  Bill  Clinton's  foreign 
policy  is  like  describing  the  Loch 
Ness  monster:  It  is  hard  to  describe 
what  cannot  be  seen. 
-Jim  Hoagland,  associate  editor  and 
chief  correspondent,  Washington 
Post,  at  a  conference  for  the  Ameri- 
can Enterprise  Institute  for  Public 
Policy  Research 

No  Match  for  the  Market 

The  important  thing  to  remember 
about  the  statist  society  is  not  that  it 
doesn't  work,  but  that  it  can't.  No 
central  planner — even  one  as  smart  as 
Bill  Clinton — can  match  the  sheer 
genius  of  the  marketplace. 

The  irony  of  the  politicization  of 
American  life  is  that  no  country  could 
be  more  ill-fitted  for  statism  than  the 
U.S.  Many  of  our  families  came  here 
to  escape  the  stifling  statism  of  a  dying 
Old  World.  America  is  often  de- 
scribed as  a  nation  of  immigrants. 
Immigrants  are,  by  definition,  entre- 
preneurs. They  climbed  walls, 
jumped  borders,  bargained  and 
bribed  their  way  to  this  country.  Our 
forebears  risked  everything  to  get 
here — sometimes  their  life  savings, 
sometimes  their  lives.  So  when  we  put 
together  a  system  that  suppresses  en- 
trepreneurial imagination  and  ener- 
gy, we're  not  just  impeding  our  econ- 


omy— we're  infringing  upon  ah  idea. 

-Theodore  J.  Forstmann,  founding 
chairman,  Empower  America,  re- 
marks at  Pepperdine  University 
School  of  Business  and  Management 


Whenever  I  feel  like  exercise, 
I  lie  down  until  the  feeling 

passes. 

-Robert  M.  Hutchins,  president, 
University  of  Chicago  (1929- 
1951),  quoted  in  Esquire 

Same  Old  New  Ideas 

Although  the  political  landscape  has 
changed,  the  bold  ideas  of  the  1980s 
are  alive  and  well.  Republicans  swept 
every  major  election  across  the  coun- 
try last  year,  from  New  York  to  Texas, 
from  New  Jersey  to  California. 

Our  opponents  have  finally  real- 
ized how  unpopular  liberalism  really 
is.  Now  they're  trying  to  dress  their 
liberal  agenda  in  a  conservative  over- 
coat. After  watching  [Clinton's] 
State  of  the  Union  address,  I'm  re- 
minded that  imitation  is  the  sincerest 
form  of  flatter)'.  Only  in  this  case,  it's 
not  flattery  but  grand  larceny — the 
intellectual  theft  of  ideas  that  you  and 
I  recognize  as  our  own. 

Speech  delivery  counts  for  little  on 
the  world  stage  unless  you  have  con- 
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"Remember,  son,  winning  isn't  everything.  You  need 
good  endorsement  deals,  too." 
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victions  and  the  vision  to  see  beyonc 
the  front  row.  I  have  witnessed  five 
major  wars  in  my  lifetime,  and  I  know) 
how  swiftly  storm  clouds  can  gather 
on  a  peaceful  horizon.  The  next  time 
a  Saddam  Hussein  takes  over  Kuwait 
or  North  Korea  brandishes  a  nuclear) 
weapon,  will  we  be  ready  to  respond 
-President  Ronald  Reagan,  at  the 
Republican  National  Committee's 
1994  Gala  for  his  83rd  birthday 

Digested  Wisdom 

A  great  Bordeaux  is  as  much  an 
intellectual  experience  as  a  gustatory 
one.  Burgundy  is  less  subtle,  and  its 
delights  are  easily  accessible;  yoi^ 
don't  have  to  think  about  it. 
-Frank  J.  Prial,  New  York  Times 

Double  Vision 

One  interpretation  of  aging  is  that 
it  is  a  contest  between  acquisition  (ol 
experience,  of  knowledge)  and  Iosj 
(of  sight,  of  memory)  that  engage 
our  full  attention  only  because  the] 
outcome  seems  initially  in  doubt 
Over  time  you  have  more  of  somej 
things  and  less  of  others,  but  for 
while  you  appear  to  be  getting  the 
better  end  of  the  deal.  You  have  les: 
of  a  future  but  perhaps  more  of  ar 
ability  to  appreciate  it.  You  have 
more  possessions  but  less  ability  tc 
recall  where  you  left  them.  I  pre 
ferred  to  group  my  deteriorating  vi 
sion  with  the  other  losses  of  aging,  tc 
keep  them  in  one  place,  as  it  were 
And  so  I  passed  through  the  doo 
from  the  eye  doctor  to  the  eyeglas 
store  wondering  if  I  hadn't  lost  mi 
ability  to  remember  people  at  th« 
same  time  I  lost  my  ability  to  se« 
them  clearly. 

-Michael  Lewis,  New  Republic 

Dogged 

A  woman  complained  that  she  wa 
receiving  panting  phone  calls.  Th< 
police  visited  the  caller's  house 
They  found  that  the  family  dog  hac 
mastered  the  trick  of  knocking  th« 
receiver  off  the  hook  and  pawins 
the  redial  button. 

-The  Economist  ■ 
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Americas 
Most  Experienced 
Asset- Based 
Lender. 


Comptronix  $  a  r\  r\ 
Corporation  tU.Umm 

Etienne  Aigner,  $  ^  /~v  r\ 

Inc  TU.Umm 

FSC  Holdings  $  50.0mm 

Walls  Industries,  $  "JA  f\ 

Inc.  /4.Umm 

Greyhound  Lines,  $  r 

Inc  ^O.Jmm 

First  Fleet  $  r  r  r\ 
Corporation  OJ.Umm 

Jamesway  $  "7cr\ 
Corporation       /  J.L/MM 

NACO,  Inc   $  tf  OMM 

Continental  $     q  s\ 
Business  Credit  Inc  O.vyMM 

Meridian  Leasing  $a  r\  r  r\ 
Corporation  l^J.v/MM 

AMBAC  5 
International  12.5mm 
Corporation 

Contracting  Inc  *  40.0mm 
and  Affiliates 

Malaysian  Airlines  *  j£Q'JM 


A.H.  Schreiber,  $  r\ 
Company,  Inc.  ^Vy.v/MM 


^  8.5, 


Energy  Service  $     r  r\ 
Company  ^D.KJmm 


Growing  Healthy,  $ 


L9> 


[he  CIT  Group  made  a  public  commitment 
to  provide  $4  billion  in  financing  to  American 
business  in  1993.  We  delivered  $4.75  billion  — 
$750  million  more  than  originally  promised. 

As  America's  most  experienced  asset-based 
lender,  we  help  clients  like  those  listed  here 
unlock  the  value  of  their  assets  to  obtain  the 
funds  they  need  to  grow. 

To  find  out  how  The  CIT  Group  can  help 
you  exceed  your  goals,  call  1-800-545-5440. 


Williamhouse-  5  £f\  (~\ 
Regency.  Inc.  OU.Umm 


Innovation  5      a  r 
Luggage,  Inc  je.Jmm 


Purina  Mills,  Inc.  94.0mm 


Eklof  Marine  $  n  i 

Corp  IZ.JMM 


Williams  Brothers  J  ir\  f\ 
Construction  jQ.0MM 
Company 


The  Triumph  $  rr  r\ 
Group,  Inc.  JJ.L/MM 

Pacific  Commercial  £  _ 

Funding        9.4  mm 
Corporation 

South  Carolina  $ A(~\f\ (~\ 
Tees,  Inc  IUU.Umm 



Anangel-Amencan  J 

Shipholdmgs  26.0mm 
Limited 

Michael  Stevens  $  Tzr/~V 

Ltd  JO.Umm 

ACF  Industries  $  ^O.Omm 

c 

Lofland  Company         3  4  MM 

Timothy's  Coffees  $      a  r 
Of  The  World  I.Jmm 

1 

Ariens  Company  ^Q.Omm 

Epic  Technologies,  $     A  (~\ 

Inc  I.Umm 

El  Camino  $  AC') 
Resources,  Ltd.  4J.ZMM 

Contractors  S  'V'^  s\ 
Supply  Company  ^U.Umm 

©  1994  The  CIT  Group,  Inc. 


Consider  This  A 
Performance  Bonus. 


Lease  The  Lincoln  Mark  VIII, 
America's  Best-Selling  Luxury  Coupe: 


$ 


PER  MONTH,  24-MONTH  LEASE' 


Refundable  security  deposit  $550 

Down  payment  $1,000 

First  month's  payment  $539 

Cash  due  at  lease  inception  $2,089" 


STANDARD  FEATURES 

•  4.6-liter  32-valve 
Four-Cam  V-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags'* 

•  Four-wheel  disc  anti-lock 
brakes 

•  Anti-theft  alarm 

•  Dual  Autoglide  front  seats 

•  Six-way  power  driver  and  passenger  seats  with  power  recliner  and 
lumbar  support 

•  Electronic  four-speed  automatic  overdrive  transmission 

•  CFC-free  electronic  automatic  climate  control 
For  more  information,  call  1  800  255-5433. 


LINCOLN 

W  hat    A    Luxury   Car   Should  Be 


'Based  on  total  sales  from  1/01/93-12/30/93.  "Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt.  Leas  jjj 
payment  based  on  average  capitalized  cost  of  90.01%  MSRP  for  Mark  VIII  for  24-month  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  in  th 
U.S.  through  Dec.  31,  1993.  Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  Payments  may  be  higher  in  AK,  CT,  KY,  M/ 
MO,  NC,  RI.  TX  &  WV.  For  special  lease  terms,  take  new  retail  delivery  from  dealer  stock  by  4/05/94.  Lessee  may  have  option  to  buy  vehicle  i 
\  lease  end  at  a  price  negotiated  with  the  dealer  at  signing.  Lessee  is  responsible  for  excess  wear/tear  and  $.11  per  mile  over  30,000  miles.  Cred 
'  approval/insurability  determined  by  Ford  Credit.  Total  of  monthly  payments  is  $12,936.  "Excludes  tax,  title  and  other  fees.  Optional  wheels  show 
not  included  in  price. 

UNCOLN-MERCJRY  DIVISION  Bucklt  up-togcther  wt  can  save  live!. 
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Commentary 

n  events  at  home  and  abroad 


y  Caspar  W.  Weinberger,  Chairman 


BOSNIA-AMERICA'S  SHAME 


merica'S  Bosnia  policy  has  been  a  series  of  mistakes  that 
ive  led  to  the  worst  of  all  possible  results,  setting  the  stage 
ir  far  more  suffering  and  folly  than  have  already  oecurred. 
7c  are  now  joining  Europe  in  pressuring  Bosnia  to  accept 
irtitioning — a  "solution"  that  resulted  from  American 
id  European  unwillingness  to  do  anything  to  halt  Serbi- 
1  aggression.  As  a  matter  of  fact,  we  have  taken  many 
eps  that  have  encouraged  the  aggression: 
We  have  maintained  an  arms  embargo  against  Bosnia, 
hich  has  hurt  the  victim  while  greatly  aiding  Serbia,  the 
pressor.  All  attempts  to  lift  the  embargo  have  been 
sisted  on  the  specious  grounds  that  that  would  widen 
le  conflict.  We  have  accepted  this 
gument  rather  than  taking  the  lead 
id  rejecting  the  embargo. 
We  had  resisted  any  attempt  to  de- 
r  Serbia  by  mounting  or  joining  air 
rikes  against  its  artillery  and  mor- 
rs.  Finally,  after  a  vicious  shelling  of 
vilians  in  Sarajevo's  main  market, 
e  agreed  to  NATO's  attacking  Ser- 
an  positions  from  the  air — if  Bou- 
os  Boutros-Ghali  of  the  U.N.  gives 
is  approval.  Thus,  we  have  placed 
le  most  critical  command  decision 
fecting  our  forces  in  the  hands  of  a 
awer-seeking  Secretary  General  who  has  neither  military 
cperience  nor  capability.  The  advantage  of  this  other- 
ise  inexplicable  move  is  that  it  leaves  President  Clinton 
ee  to  say  that  it  was  the  U.N.'s  decision — not  his — to 
se  air  power. 

Prior  to  the  NATO  ultimatum,  we  repeatedly  threatened 
:rbia,  but  the  threats  proved  empty — so  the  aggressor  was 
rengthened  in  its  belief  that  we  lack  any  will  to  act. 
For  over  a  year  the  U.S.  has  refused  to  exercise  leader- 
lip  or  organize  attempts  to  punish  Serbia,  but  now  that 
e  have  decided  to  move,  we  have  agreed  to  join  the 
uropean  countries  pressuring  Bosnia  to  accept  the  loss 
f  two-thirds  of  its  territory.  In  return  for  that,  Serbia  has 
lid  it  will  stop  its  atrocities  against  Bosnia's  people. 
If  all  this  sounds  very  much  like  Hitler  and  Czeehoslova- 
1a  in  1938,  it  is  because  the  situations  have  striking 
milarities.  Europe's  appeasers  expressed  then  the  same 
^ispcration  with  the  Czechs  that  we  hear  now  from  Lord 
(wen,  the  European  Union  negotiator,  about  the  Bos- 


A  shell  of  destruction  in  Sarajevo:  The 

world  watched  and  let  it  happen. 


nians'  unwillingness  to  accept  his  partition  plans.  These 
plans — giving  Serbia  what  its  guns  have  nearly  achieved — 
were  not  drawn  up  out  of  fairness  but  as  an  expedient 
means  to  ending  the  fighting.  And  if  anyone  believes  that 
Serbia — once  Bosnia  agrees  to  partition  the  country — will 
accept  that  and  not  steal  the  remainder  within  a  year,  that 
person  has  not  learned  the  terrible  lessons  ofWorld  War  II . 

How  has  the  U.S.  arrived  at  this  shameful  retreat  into 
impotence  just  three  years  after  President  Bush  put  to- 
gether a  30-nation  coalition,  crushing  Iraq  and  restoring 
Kuwait's  sovereignty  in  six  weeks?  I  am  afraid  there  is  only 
one  answer:  President  Clinton  is  far  more  interested  in 
what  he  perceives  to  be  the  political 
advantages  of  ignoring  foreign  policy 
problems  than  he  is  in  exercising 
America's  leadership  role  in  keeping 
both  peace  and  freedom.  As  a  result, 
our  "leadership"  has  degenerated 
into  increasingly  feeble  attempts  at 
avoiding  political  blame  for  anything. 
All  we  have  after  a  year  of  dithering  is 
a  threat  by  NATO  finally  to  take 
action  if  an  ineffective  administrator 
at  the  U.N.  gives  his  permission  and 
if  the  Serbs  do  not  make  the  kind  of 
token  gesture  they  have  in  the  past — 
moving  their  weapons  back  a  few  miles  until  they  sense 
the  West  is  preoccupied  elsewhere  and  they  can  move 
forward  and  start  shelling  again. 

If  we  or  Mr.  Churchill  had  acted  in  1940  as  we  are  now, 
Europe  would  have  been  under  Nazi  domination  a  half 
century  longer,  and  Britain  would  likely  have  fallen. 

Our  original  mistake  was  attempting  to  hold  Yugoslavia 
together.  We  were  blind  to  the  fact  that  Serbia's  ambitions 
had  destroyed  the  concept  of  a  unified  country.  Hence,  we 
did  not  move  to  block  Serbia  with  any  effective  deterrence. 
This  was  then  compounded  by  Mr.  Clinton's  standing 
weakly  by  while  Lord  Owen  and  the  appeasers  tried  to  get 
Bosnia  to  accept  Serbia's  conquest  of  Bosnian  lands. 

Our  weakness  and  that  of  many  of  our  allies  is  now 
starkly  revealed.  As  happened  in  the  1970s  and  very 
nearly  in  the  1940s,  our  role  appears  to  be  forlornly 
calling  for  peace  at  any  price — an  extraordinarily  danger- 
ous course  in  a  world  that  still  has  many  eager  aggressors 
and  far  more  deadly  weapons  than  we  faced  then.  WM 
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Never  go  one -on- one 
witK  risk. 


It's  a  big,  bad,  volatile  world  out  there. 
Risk  has  grown  bigger  than  ever  before.  As  has 
opportunity. 

No  company  should  tackle  risk  single- 
handed.  You  need  all  the  help  you  can  get. 

But  choose  your  allies  carefully.  Avoid 
those  who  deal  with  risk  one  piece  at  a  time. 
Because  while  you're  working  away  on  one  risk, 
another  will  reach  out  and  grab  you. 

Bankers  Trust's  view  of  risk  is  global  and 


all-encompassing.  Big  picture,  not  narrow  gauge. 
We'll  help  you  devise  and  execute  the  strategies 
that  will  make  you  master  of  risk  in  all  its 
aspects.  Not  only  financial  risk,  but  operating 
and  strategic  risk  as  well. 

No  one  will  serve  you  better  than  Bankers 
Trust  in  your  daily  confrontations  with  risk. 

D  Bankers  Trust 

LEAD    FROM  STRENGTH. 


WHHI  S  HntrtU  rUK  BUSINESS 

EDITED  BY  HOWARD  BANKS 


The  Fed,  inflation  jitters  and  housing 


This  winter's  terrible  weather  will  put  but 
a  temporary  crimp  in  the  house-building  boom. 
Less  clear  is  how  permanent  will  be  the  impact 
of  the  Federal  Reserve's  recent  action  to  raise 
short-term  interest  rates.  If  the  Fed's  increases 
put  inflation-jittery  investors  at  ease,  then  mort- 
gage rates  will  stabilize  or  even  start  falling 
again,  and  the  house  sales  will  shake  off  the  cold- 
weather  blues.  But  if  inflation  fears  are  not 
calmed,  long  bond  prices  will  continue  their 
recent  plunge,  mortgage  rates  will  rise  and 
housing  will  slump  regardless  of  the  weather.  As 
of  the  middle  of  February,  new  mortgage  ap- 
plications, though  still  at  record  levels,  had  al- 
ready ticked  down  a  little. 

The  recent  unleashing  of  what  seems  to 
have  been  a  sizable  pent-up  demand  for  hous- 
ing, particularly  for  new  houses,  began  in 
1991  after  mortgage  rates  began  to  decline.  As 
any  builder  or  mortgage  broker  can  tell  you,  it 
is  as  much  the  direction  mortgage  rates  are  tak- 
ing as  the  actual  rate  that  determines  when 
people  decide  to  buy  a  house. 

For  example,  in  the  1980s  sales  of  new 
single-family  homes  recovered  from  a  1982  low 
of 412,000  (when  a  30-year  fixed-rate  mort- 
gage cost  16%)  to  hit  750,000  in  1986  (by 
which  time  the  same  mortgage  cost  10.2%). 
Rates  were  still  high,  but  the  direction  was  the 


right  way. 

But  then,  from  1986  through  1990,  mort- 
gages were  stuck  on  a  plateau  of  a  little  over 
10%,  and  new-home  sales  declined  steadily 
until  they  hit  a  bottom  of 509,000  in  recession- 
ary 1991. 

Once  mortgage  rates  began  to  drop  again, 
starting  in  1991,  sales  of  new  single-family 
homes  perked  up.  They  rose  to  680,000  for 
all  of  1993  and  in  December,  with  fixed  30- 
year  mortgages  down  to  7.5%,  new-home 
sales  hit  an  alltime  (and  probably  unsustainable) 
peak  of  862,000,  at  an  annual  rate. 

Sales  of  existing  homes,  though  much  less 
volatile,  show  a  broadly  similar  pattern.  After 
recovering  from  a  low  of  just  under  2  million 
units  sold  in  1982,  sales  of  existing  single-family 
homes  from  1985  to  1992  wobbled  between 
3.2  million  and  3.6  million  a  year.  But  in  1993, 
with  mortgage  rates  falling  again,  sales 
climbed  to  3.8  million  for  the  year  as  a  whole 
and  at  an  annual  rate  of  4.5  million  sales  at 
year-end. 

Message  to  the  Clinton  Administration: 
If  you  want  a  strong  housing  industry,  which 
supports  1.2  million  jobs  (425,000  directly  in 
home  construction),  don't  fan  inflationary  fears 
by  expanding  the  size  and  scope  of 
government. 


A  home  is  a  castle,  but  not  a  great  investment 


The  good  news  from  the  single -family- home 
market  has,  of  course,  also  been  good  for  makers 
of  such  things  as  building  materials,  refrigera- 
tors and  washing  machines.  But  from  a  net 
worth  point  of  view,  it  has  not  been  such  good 
news  for  home  buyers. 

Freddie  Mac,  the  government- backed  cor- 
poration that  makes  a  secondary  market  in 
mortgages,  says  that  average  house  prices  in 
the  U.S.  as  a  whole  rose  by  just  15.4%  between 
1988  and  1993.  Even  in  the  booming  moun- 
tain states,  running  from  Arizona  up  the  Rockies 
to  Wyoming,  house  prices  increased  by  only 
26%  in  that  period. 

What  Freddie  Mac's  index  shows  is  that 
even  in  the  best-performing  regions  house 
prices  barely  kept  ahead  of  inflation.  Overall 
consumer  prices  during  that  period  rose  22%. 
Across  the  country  as  a  whole  houses  lost  an 
average  of  6.5%  of  their  value  after  adjusting  for 
inflation.  In  the  battered,  highly  taxed  North- 
east, homes  lost  9%  of  their  nominal  value,  and 
fully  a  third  of  their  real  value.  California  has 
headed  in  the  same  depressing  direction. 

In  that  five-year  period,  five-year  Treasurys 
yielded  a  total  return  of  over  60% — proving  to 


be  literally  safer  than  houses. 

The  index  by  Freddie  Mac  (formally  known 
as  the  Federal  Home  Loan  Mortgage  Corpora- 
tion) is  more  revealing  than  most  statistics 
concerning  house  prices  because  of  the  way  it  is 
collected.  This  index  is  based  on  the  resale 
price  of  specific  houses  where  Freddie  Mac  has 
purchased  the  mortgage  at  least  twice.  This 
eliminates  bias  when,  for  example,  expensive 
house  prices  have  been  hit  by  white-collar 
unemployment,  while  prices  of  starter-homes 
continue  to  rise. 

Surprisingly,  Freddie  Mac  says  that  it 
hasn't  used  the  index  to  create  specialized 
mortgage  pools  that  are  based  on  geographic 
regions,  house  types  or  mortgagees,  where  the 
prospects  for  the  mortgages  are  better.  It  says 
that  there  is  no  demand  for  such  products  by 
investors  who  want  broadly  diversified  pools 
of  mortgages. 

But  if  the  data  exist,  it's  probably  only  a 
matter  of  time  before  some  clever  financial  mind 
brings  to  market  custom-tailored  packages  of 
mortgages.  Loans  collateralized  strictly  by  Tu- 
dor houses,  anyone?  Mortgages  within  a  50- 
mile  radius  of  a  Walt  Disney  theme  park?  H 
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Weather-related  aberrations  aside,  the  momentum  the 
economy  gained  last  year  is  carrying  over  to  the  early  part 
of  this  year.  Industrial  production  rose  0.4%  in  January. 
Another  good  sign  is  that  inflation  is  at  a  crawl:  The  Con- 
sumer Price  Index  shows  only  a  0.3%  rise  for  January  on 
a  nonadjustcd  basis,  while  the  seasonally  adjusted  version 
shows  no  increase. 

Cold  weather  contributed  to  sharp  reductions  in  hous- 
ing starts  and  retail  sales  in  January,  but  these  indicators  are 
nonetheless  comfortably  above  January  1993  levels. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 993' 

Ward's  Automotive 

12.1% 

Index  of  leading  indicators  Dec  vs  Nov 

Dept  of  Commerce 

0.7% 

Trade  balance  12  months  ended  Dec  1993 

Dept  of  Commerce 

-SI  16  bit 

All-commodity  producer  price  index  Dec  vs  Nov' 

Dept  of  Labor 

0.5% 

GDP  4th  quarter  vs  3rd — annualized  growth 

Dept  of  Commerce 

5.9% 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

2.4% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  1/30/94.  '  Wholesale  goods  'Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


Services    •  Total  index 


Inventories    •   New  orders 
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The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


115 


112 


11 
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Industrial  production  index  (1987=100) 
seasonally  ad|usted  (Federal  Reserve) 


400 


370 


340 


310 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


270 


210 


115 


90 


65 


Consumer  price  indexes  (1982  84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 

lllllllll 

New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 


3300 


3100 


2900 


2700 


Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


795 


155  " 

Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


735 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Washington's  Japan  bashers  complain  that  the  strong 
yen  hasn't  reduced  the  U.S.-Japan  trade  deficit. 
Economics  101,  anyone? 

Japan  and 
the  J -curve 


By  Jerry  Flint 

HERE'S  A  puzzle  for  you:  Detroit  is 
winning  back  share  of  the  U.S.  car 
market  from  the  Japanese,  yet  the 
U.S.-Japan  automotive  trade  deficit 
keeps  rising.  The  deficit  in  motor 
vehicles  and  parts  was  an  estimated 
$34  billion  last  year,  accounting  for 
more  than  half  the  U.S.'  $59  billion 
bilateral  merchandise  trade  deficit 
with  Japan  (see  chart).  This  despite 
the  fact  that  the  Japanese  are  shipping 
fewer  fully  built  cars  to  the  U.S.  and 
are  buying  lots  more  American  parts 
and  materials  for  their  U.S.  factories. 

Washington's  Japan  bashers  are  us- 
ing the  rising  trade  deficit  to  justify 
trade  actions  against  Japan,  and  they 
gleefully  watch  as  the  yen  appreciates 
against  the  dollar. 

The  Japan  bashers  need  a  good 
course  in  introductory  economics. 


The  answer  to  the  puzzle  is  what 
economists  call  the  J-curve.  If  country 
A's  currency  appreciates  against 
country  B's  money,  then  A's  trade 
surplus  against  B  will  increase  before 
it  decreases;  just  as  you  start  the  letter 
J  with  a  dip  and  then  follow  with  a 
sharp  upwards  spike,  so  with  trade. 
B's  consumers  won't  stop  buying  A's 
products  altogether,  and  A's  people 
won't  immediately  increase  their  con- 
sumption of  B's  products.  So  during 
the  period  immediately  following  the 
currency  revaluation,  B  will  have  to 
pay  more  of  its  money  for  the  same 
number  of  A's  exports,  and  A  will  pay 
less  money  for  B's  products. 

But  that's  temporary.  That  dip  is 
about  to  become  a  sharp  upspike. 

What's  going  on  in  Detroit  con- 
firms the  J-curve  theory.  The  U.S.'  car 


trade  deficit  may  be  rising  with  the 
yen,  but  the  tide  is  about  to  reverse. 

From  125  to  the  dollar  a  year  ago  to 
nearly  1 00  to  the  dollar  today,  the  yen 
has  become  much  more  expensive — 
and  so  have  Japanese  goods.  A  Lexus 
LS400  now  carries  a  $55,000  price 
tag  in  the  dealer's  showroom,  a 
Toyota  Camry  as  much  as  $26,500,  a 
Corolla  more  than  $15,000.  That 
means  more  Americans  will  take  close 
looks  at  the  new  $35,000  Oldsmobile 
Aurora  instead  of  the  Lexus,  or  a 
$19,000  Ford  Taurus  instead  of  that 
Camry,  or  a  $12,500  Chrysler  Neon 
instead  of  that  Corolla. 

But  it  takes  time  for  car  buyers  to( 
change  habits:  A  whole  generation  of 
U.S.  auto  buyers  learned  to  scorn 
Detroit  and  esteem  Japanese  cars.  To 
hold  on  to  their  share  of  products, 
some  Japanese  manufacturers  are  pre- 
pared to  lose  money  for  a  while. 

They  don't  want  to  close  Japanese 
plants  and  fire  workers,  as  Detroit  has 
done.  For  a  while,  at  least,  they  can 
price  some  of  their  product  at  below 
average  cost  for  the  U.S.  market.  But 
in  the  long  run  nobody  can  stay  in 
business  selling  below  costs. 

When  will  the  J-curve  start  to  turn 
up?  Confesses  Mustafa  MohataremJ 
General  Motors'  trade  specialist: 
"■We've  been  wrong  so  many  times 
before  I  wouldn't  hazard  a  guess." 

Predicting  when  the  car  trade  defi- 
cit will  start  to  shrink  is  difficult  in  part 
because  cars  are  complex  products. 
When  Toyota  opened  its  big  car  plant 
in  Kentucky  in  1988,  there  was  no 
engine  plant.  When  the  engine  plant 


Millions  of  units 
3.5 


$Billions 
$20 


$Billions 
$2.5  I 


$Billions 
$70 


Sales  of  imported 
Japanese  vehicles 


U.S  parts  and  materials 
bought  by  Japanese 
automakers 


U.S.  vehicles  and  parts 
exports  to  Japan 


'87  '88    '89   '90    '91    '92  '93 

'  Merchandise  trade.  ?  Estimate. 
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Sources:  U.S.  Department  of  Commerce:  Japan  Automobile  Manufacturers  Association:  American  Automobile  Manufacturers  Associat 
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as  built  in  1989,  it  assembled  mostly 
arts  from  Japan,  then  began  machin- 
lg  imported-from- Japan  engine 
locks.  Starting  next  month,  Toyota 
ill  buy  its  cast-iron  engine  blocks  for 
s  four-cylinder  motors  from  a  Gen- 
ral  Motors  foundry  in  Defiance, 
)hio.  Crankshafts,  which  originally 
line  from  Japan,  now  are  cast  by  a 
ouisville  forge. 

In  other  words,  changing  supply 
lannels  in  the  automotive  world 
oesn't  happen  overnight. 

There's  another  side  to  the  car 
ade  deficit:  Last  year  only  200,000 
nported  vehicles — the  bulk  of  them 
lerman — were  sold  in  Japan's  6.5- 
lillion-unit  vehicle  market. 

The  Japanese  have  protected  their 
wn  auto  market  from  foreign  cora- 
etition.  For  years  they  reaped  the 
enefits;  now,  uncompetitive  at  home 
id  overpriced  abroad,  they  are  pay- 
ig  the  penalty. 

But  again,  there  are  no  quick  fixes, 
ven  if  all  the  barriers  to  the  import  of 
F.S.  cars  into  Japan  were  demolished 
>morrow,  Detroit  is  selling  every- 
ling  it  can  paint  in  its  own  home 
larket.  There  aren't  tens  of  thou- 
inds  of  hot  vehicles — Mustangs, 
Irand  Cherokees — to  divert  to  the 
tport  market,  even  if  they  could  be 
uilt  with  right-hand  drive. 

In  short,  be  skeptical  of  politicians 
ffering  to  "fix"  economic  problems, 
l  this  case  as  in  so  many  others, 
overnmental  action  is  directed  at 
tigering  symptoms  at  a  time  when 
le  underlying  disease  has  already  run 
s  course.  WM 


People  who  say  you  can't  teach  an  old  dog  new  tricks 
haven't  examined  the  tremendous  progress  made  in  the 
past  few  years  by  that  old  mutt  Union  Carbide. 

Learning 
from  winners 


By  Zina  Moukheiber 

Like  Mark  Twain,  Union  Carbide 
thwarts  the  obituary  writers.  A  cata- 
strophic gas  leak  at  a  plant  in  Bhopal, 
India  resulted  in  a  multibillion-dollar 
lawsuit  that  could  have  sunk  the  com- 
pany. Carbide  survived.  A  year  later  it 
fought  off  a  takeover  attempt  by  GAF 
Corp.'s  Sam  Heyman  by  selling  assets 
and  crippling  itself  with  debt.  But 
Carbide  refused  to  die. 

Now  it  is,  against  the  odds,  rising 
again.  Against  the  odds  because 
when,  in  December  1990,  Chief  Ex- 
ecutive Robert  Kennedy  introduced  a 
plan  aimed  at  malting  Union  Carbide 
a  low-cost  producer  of  polyethylene 
and  ethylene  glycol,  lots  of  people 
snickered.  Carbide  had  never  been  a 
low-cost  producer.  And  where  was 
the  money  coming  from?  From  being 
a  $9  billion  conglomerate  in  1985,  it 
had  shrunk  to  $5  billion  in  1990  sales. 
To  pay  off  the  debt  Carbide  had  sold 
most  of  its  nonchemical  businesses, 
such  as  Eveready  batteries,  Glad  gar- 
bage bags  and  Prestone  antifreeze.  It 
didn't  seem  too  early  to  write  the 
obits  for  the  company. 

Wrong  again.  Today  Union  Car- 
bide is  well  on  its  way  to  becoming  a 
low-cost  producer  of  polyethylene 
and  ethylene  glycol  (used  to  make 
polyester  fibers  and  antifreeze).  It  has 
already  met  Kennedy's  goal  of  cutting 
costs  by  $400  million.  Its  selling  and 
administrative  expenses  have  dropped 
27%  since  1990.  Fixed  costs  at  Car- 
bide's plants  have  come  down  18% 
overall,  while  sales  per  employee  are 
up  77%  over  the  same  period. 

Carbide's  operating  earnings 
jumped  27.5%,  to  $227  million,  last 
year.  This  despite  a  weak  market  for 


Union  Carbide's  Robert  Kennedy 
The  obituaries  are  premature. 


polyethylene  and  ethylene  glycol, 
which  make  up  nearly  30%  of  reve- 
nues. The  company  reported  net 
earnings  of  $155  million  (before  the 
cumulative  effect  of  an  accounting 
change),  on  sales  of  $4.6  billion  last 
year.  Two  things  made  this  showing 
impressive:  1)  It  was  achieved  in  a 
poor  year  for  the  chemical  business; 
2)  it  was  a  45%  earnings  gain  over 
1992,  when  sales  were  5%  higher. 

The  higher  operating  income  on 
lower  revenue  reflects  Kennedy's 
cost-cutting.  According  to  S.G.  War- 
burg analyst  Paul  Raman,  Carbide  has 
cut  unit  fixed  costs  at  its  plants  from 
14  cents  per  pound  in  1990  to  10 
cents  today.  Its  ethylene  glycol  plants 
are  still  operating  slightly  below  break- 
even, but  prices  will  most  likely  pick 
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up  early  next  year  as  demand  from  one 
of  its  biggest  customers,  the  auto 
industry,  remains  strong.  At  a  chemi- 
cal plant,  with  its  heavy  fixed  costs,  a 
small  improvement  in  price  can  make 
a  huge  difference  in  profits.  Prices  for 
polyethylene  are  already  strengthen- 
ing, and,  says  Raman,  should  add  an 
estimated  30  cents  a  share  to  earnings 
next  year. 

Robert  Kennedy,  61,  chief  execu- 
tive since  1986,  is  very  much  a  con- 
trarian. While  Du  Pont,  Dow  and 
others  have  diversified  into  businesses 
such  as  agriculture  and  medical  imag- 
ing, Kennedy  stuck  to  his  belief  that 
Carbide  should  focus  on  one  area, 
chemicals,  and  turn  that  into  its  com- 
petitive advantage.  But  the  man  who 
rolled  up  his  sleeves  and  executed  the 
strategy  is  58-year-old  William  Joyce, 
who  ran  the  polyethylene  business 
until  he  became  president  and  chief 
operating  officer  last  year. 

As  a  product  development  engi- 
neer, Joyce  was  involved  in  develop- 
ing Carbide's  breakthrough  technol- 
ogy, called  Unipol,  which  allows 
polyethylene  to  be  processed  more 
cheaply  and  gives  Carbide  its  techno- 
logical edge  over  its  competitors. 

Joyce  showed  he  was  as  smart  a 
manager  as  he  was  an  engineer  by  the 
very  simple  expedient  of  finding  suc- 
cessful businesses,  figuring  what 
made  them  successful  and  then  adapt- 
ing the  formula  to  his  own  business. 
He  put  together  teams  to  learn  les- 
sons from  other  companies — 
"benchmarking,"  in  corporate  par- 
lance— and  applied  those  lessons  to 
Carbide's  operations  in  distribution, 
inventor)'  control,  maintenance  and 
production.  "It  was  a  neat  way  to 
open  your  eyes,"  says  consultant 
Duane  Dickson  of  Gemini  Consult- 
ing, who  advised  Carbide. 

From  L.L.  Bean,  the  mail-order 
catalog  company,  Joyce's  team 
learned  how  it  runs  a  global  customer 
service  operation  out  of  one  center  in 
Maine,  using  computer  systems. 
Copying  Bean,  Joyce  and  his  team 
consolidated  Carbide's  seven  regional 
customer  service  offices,  which  han- 
dled shipping  orders  for  solvents  and 
coatings,  into  one  center  in  Houston. 

From  this  single,  highly  computer- 
ized operation,  Carbide  ensures  order 
accuracy,  as  well  as  scheduling  pro- 
duction, getting  tankers  and  product 
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Carbide's  Texas  City  plant 

Learning  from  the  likes  of  L.L.  Bean  and  Federal  Express. 


to  the  right  terminal,  lining  up  the 
container  company  and  getting  letters 
of  credit  in  place.  This  centralization 
enabled  Carbide  to  reduce  its  finished 
goods  inventory  by  20%. 

Carbide  learned  to  make  shipments 
within  24  hours,  with  30%  fewer  peo- 
ple, by  giving  employees  more  re- 
sponsibility and  allowing  them  to  re- 
design the  way  they  worked.  For  ex- 
ample, Carbide  must  frequently 
exchange  chemicals  with  other  pro- 
ducers around  the  world,  involving 
lots  of  paperwork.  On  their  own  ini- 
tiative, employees  analyzed  the  pro- 
cess and  cut  paperwork  at  least  in  half. 

For  lessons  on  global  distribution 
the  team  looked  to  Federal  Express. 
Carbide's  distribution  costs  proved  to 
be  a  revelation.  Shipment  costs  that 
were  previously  thought  to  run  be- 
tween one-half  cent  and  1  cent  per 
pound  of  chemicals  turned  out  to  cost 
6  cents  a  pound.  For  instance,  Car- 
bide would  ship  chemicals  out  of  one 
plant  in  Texas  to  another,  also  in 
Texas.  There  they  would  be  loaded  on 
barges  and  sent  up  to  Chicago,  where 
Carbide  has  a  major  terminal.  Joyce 
found  out  that  this  routing  was  cost- 
ing more,  even  though  barge  rates  are 


the  lowest  of  all  shipping  rates.  It  was 
much  less  expensive  to  load  the  chem- 
icals in  railcars  at  the  first  plant  and 
send  them  directly  to  Chicago. 

The  company  also  decided  to  con- 
centrate on  its  most  important  cus- 
tomers. "Periodically,  Bill  Joyce  will 
call  me  up  and  say:  \A1,  just  calling  to 
say  hello  and  check  up  on  you.  How 
are  we  doing?  I  don't  want  to  hear  the 
good  stuff.  I  want  to  hear  what  we  can 
do  better,' "  says  Alfred  Dudley, 
chairman  of  First  Brands,  one  of  Car- 
bide's biggest  customers.  This  past 
summer,  when  the  Mississippi  floods 
closed  down  First  Brands'  Alsip,  111. 
antifreeze  plant  on  the  Cal-Sag  chan- 
nel to  barge  traffic,  Carbide  kept  its 
customer  supplied  by  trading  chemi- 
cals with  other  producers  and  ship- 
ping by  rail  instead. 

In  tracking  inventory  via  computer, 
Carbide  borrowed  from  retailers  such 
as  Wal-Mart.  For  instance,  if  First 
Brands  needs  ethylene  glycol  to  make 
Prestone  antifreeze,  Carbide's  com- 
puter will  alert  the  plant.  This  allows 
Carbide  to  adjust  production  to  de- 
mand, make  sure  its  railcars  are  filled 
and  routed  in  the  most  efficient  way, 
and  lower  its  inventory.  Its  computers 
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Today's  hot  IPOs  aren't  Silicon  Valley 
startups.  Stock  market  chatter  at  cocktail 
parties  is  about  Thai  telephone 
companies  and  Italian  banks. 

Tulip  bulbs 
and  telcos 


Iso  indicate  the  quantity  of  raw  mate- 
al  to  process.  As  a  result,  yields  on 
Carbide's  top-grade  chemicals  have 
nproved  2%. 

All  fairly  obvious  stuff,  but  the  god 
f  efficiency  is  in  the  details.  Poring 
ver  reports  last  year,  Joyce,  who 
rives  his  own  car,  decided  Carbide 
'as  spending  too  much  on  cars.  He 
id  Kennedy  set  the  example  for  fru- 
ality  by  getting  rid  of  the  top  man 
^ement's  limousines  and  two  corpo- 
ite  jets.  Every  month  or  so,  one  or 
le  other  flies  from  headquarters  in 
►anbury,  Conn,  to  Carbide's  four  big 
lants  in  Texas,  Louisiana  and  West 
irginia.  Joyce  flies  coach. 

Joyce  also  gave  hostage  to  fortune: 
ince  becoming  president,  he  has  pur- 
lased  50,500  shares  of  Union  Car- 
ide  stock,  now  worth  $1 .3  million. 

Kennedy  and  Joyce  have  improved 
arbide's  balance  sheet  by  getting  rid 
f  more  nonchemical  businesses, 
ince  1990  they  have  sold  the  Compa- 
q's high-cost  silicone  business,  some 
)ecialty  chemicals  and  50%  of  its 
irbon  business,  raising  over  $700 
lillion.  Taking  advantage  of  the 
ooming  market,  they  spun  off  its 
idustrial  gas  division,  Praxair,  in 
992.  Result:  Carbide  has  reduced  its 
ebt-to-capital  ratio  from  54%  in 
990  to  34%  last  year. 

Now  Carbide  is  looking  to  grow 
irough  joint  ventures  or  acquisi- 
ons,  and  is  turning  its  attention 
yerseas  once  again.  Scared  away  by 
le  Bhopal  tragedy,  the  company  had 
ot  ventured  abroad  since  1984. 
hat's  changing.  It  plans  to  build  a 
:trochemical  complex  in  Kuwait 
ith  the  Kuwaiti  government.  The 
await  plant  will  benefit  from  cheap 
is  and  proximity  to  the  Far  East, 
arbide's  biggest  export  market. 

Carbide  is  planning  on  joint  ven- 
ires in  Europe,  where  it  would  have  a 
)st  advantage  over  competitors  be- 
mse  of  its  superior  technology.  It  has 
:cently  unveiled  Unipol  II,  which 
ill  allow  it  to  process  polyethylene 
/en  cheaper  than  with  Unipol  at  its 
aft,  La.  plant.  This  time,  however,  it 
ill  not  be  so  quick  to  license  its 
chnology,  as  it  did  with  Unipol, 
iving  up  market  share  for  royalties. 

Analyst  Raman  estimates  Carbide 
ill  earn  $1 .40  a  share  this  year,  40% 
vcr  1993.  Who  says  you  can't  teach 
i  old  dog  new  tricks?  M 


By  Robert  Lenzner 

It  seemed  half  the  investors  in  the 
U.S.  wanted  to  buy  shares  of  the  Ford 
Motor  Co.  when  it  first  went  public  in 
1956  in  one  of  the  most  ballyhooed 
IPOs  in  history.  That  was  almost  40 
years  ago,  but  history  is  repeating  on  a 
far  grander  scale  today  with  investors 
clamoring  to  get  in  on  the  ground 
floor  of  privatizations  in  Asia,  Latin 
America  and  Europe.  As  the  17th- 
century  tulip-bulb  craze  had  Dutch- 
men vying  with  one  another  to  pos- 
sess the  most  exotic  bulb,  today's 
boom  has  people  boasting  about 
owning  exotic  stocks  in  countries  they 
may  never  have  visited. 

This  craze  has  not  hit  tulip- bulb 
proportions,  but  the  Ford  precedent 
is  instructive.  Shares  in  the  previously 
private  company  were  offered  at 
$64.50  a  share  and  instantly  shot  to 
$70.50.  But  after  the  hype  died  down 
Ford's  shares  sank  below  the  offering 
price  and  stayed  there  for  years.  As  it 


When  money  rushes  in 


Company 

Offering 
price 

Recent 
price 

TelecomAsia 

$21.76 

$44.00 

Shanghai  Petrochemical 

20.39 

37.87 

YPF 

19.00 

28.00 

IMI 

19.24 

23.12' 

The  play  in  IPO 
privatizations 
around  the  world. 


happened,  the  shares  were  fairly 
priced  in  the  first  place,  but  people 
were  so  eager  to  be  the  first  to  own  a 
piece  of  Ford  that  they  were  willing  to 
overpay.  Until  reality  set  in. 

The  urge  to  be  first  to  own  newly 
privatized  foreign  stocks  is  a  bit  like 
that  today.  Istituto  Mobiliare  Ita- 
liano,  better  known  as  IMI  SpA,  Italy's 
largest  lender  of  medium-  and  long- 
term  credits,  went  public  at  $19.24  a 
share  and  began  trading  the  next  day 
on  the  New  York  Stock  Exchange  at 
$24.12,  an  instant  25%  gain. 

A  bargain?  The  Italian  bank  was 
selling  at  almost  four  times  book  val- 
ue. Allocated  for  sale  outside  Italy  was 
$650  million  worth;  $11.5  billion  was 
subscribed. 

These  new  IPOs,  like  Ford  of  a 
generation-and-a-half  ago,  are  not  of 
newly  minted  companies.  They  are 
solid  businesses.  IMI  has  $47  billion  in 
assets  and  is  one  of  the  largest  banks  in 
Italy,  extending  loans  to  major  state- 
owned  and  privately  held  utilities  and 
industrial  groups. 

But  investors  are  behaving  as  if  they 
were  getting  in  on  the  ground  floor  of 
something  new  and  hot.  TelecomAsia 
Corp.,  the  Thai  telecommunications 
company,  has  more  than  doubled 
since  its  November  1993  initial  public 
offering.  YPF  S.A.,  the  Argentinean  oil 
company,  one  of  the  largest  in  the 
world,  is  up  over  50%  since  last  sum- 
mer. Shanghai  Petrochemical  Ltd., 
one  of  China's  premier  companies, 
has  almost  doubled  since  its  debut  in 
the  market  (see  tabic). 

Where's  the  money  coming  from? 
It's  capital  spilling  over  from  the 
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Foreign  IPOs 

economics  of  developed  countries, 
where  growth  is  slow  and  sluggish, 
and  bargains  scarce.  Investment  man- 
agers, bloated  with  public  money  flee- 
ing low-yield  CDs  and  the  like,  have 
aggressively  promoted  mutual  funds 
that  invest  abroad,  sometimes  only  in 
newly  privatized  companies. 

Why  the  special  rush  for  IPOs?  "The 
institutions  view  these  deals  as  a  sure 
thing  because  they  know  the  govern- 
ments do  not  want  to  bury  their 
citizens,  and  will  price  the  issues  at  a 
discount  from  what  the  market  will 
bear,"  says  Michael  Cohrs,  the  S.G. 
Warburg  Securities  managing  direc- 
tor of  equity  capital  markets.  "That's 
why  the  most  difficult  job  I  have  is 
allocating  shares  among  the  400  to 
500  institutions  that  want  stock." 

This  abundance  of  demand  means 
that  money  managers  can  outperform 
the  U.S.  stock  market  by  flipping 
these  hot  new  issues  in  the  aftermar- 
ket  for  a  juicy  premium. 

The  demand  is  voracious — exceed- 
ing supply.  But  the  supply  is  growing 
last.  Videsh  Sanchar  Nigam  Ltd. 
(vsnl),  the  Indian  telecommunica- 
tions giant,  plans  to  raise  $1  billion. 
PTT/Turkey,  the  Turkish  telecom- 
munications giant,  hopes  to  sell  $2 
billion  in  bonds  convertible  into  a 


stock  that  doesn't  even  have  a  public 
market  yet. 

The  supply  of  privatizing  ipos  is  not 
just  coming  from  developing  coun- 
tries. France,  having  trod  the  path 
toward  semisocialism  when  Francois 
Mitterrand  first  became  president,  has 
gone  into  reverse  in  his  second  term. 
It  hopes  to  raise  $40  billion  over  the 
next  few  years  for  21  of  its  giant 
nationalized  industries.  Airport  au- 
thorities in  Paris,  Frankfurt  and  Co- 
penhagen are  hot  to  emulate  the  Aus- 
trians,  who  floated  shares  in  the  Vien- 
na airport  that  have  climbed  67%  in 
less  than  two  years.  According  to 
Salomon  Brothers  analysts,  China 
needs  at  least  $  1 0  billion  a  year  for  the 
decade  just  to  build  new  electricity 
generating  plants. 

In  short,  the  world's  demand  for 
capital  is,  if  not  infinite,  certainly 
rapacious.  David  Mulford,  CS  First 
Boston  vice  chairman  and  head  of 
European  operations,  says,  "The 
supply  of  markets  will  someday  give 
the  markets  an  acute  case  of  indiges- 
tion. There  are  probably  more  priva- 
tizations than  can  be  realistically  ab- 
sorbed. It's  a  competitive  business, 
there's  not  an  unlimited  privatiza- 
tion opportunity." 

One  problem  that  could  develop  is 


Michael  Cohrs, 
managing  director 
in  charge  of  equity 
capital  markets,  S.G. 
Warburg  Securities 
Rationing  the 
mutual  funds. 


political.  Jobs  are  a  hot  issue  in  all  the 
developed  countries,  and  capital  ex- 
ported to  poorer  countries  is  not 
available  for  job-creating  investments 
in  the  richer  countries.  It  is  probably 
only  a  matter  of  time  before  trade 
unions  and  their  friends  in  Congress 
"start  agitating  for  capital  controls 
that  put  a  ceiling  on  how  much  mon 
ey  can  be  invested  abroad  by  pension 
funds.  Some  key  congressmen  are  al 
ready  talking  about  it,"  says  John 
Carroll,  president  of  GTE  Investment 
Management,  the  pension  fund  oper 
ation  of  GTE  Corp. 

Problems  will  inevitably  arise,  too, 
in  the  countries  doing  the  privatizing, 
many  of  them  very  recent  converts  to 
capitalism.  In  Italy  a  victory  this 
spring  by  a  coalition  of  left-leaning 
parties,  a  real  possibility,  could  be 
setback  for  the  pro- market  forces.  In 
other  nations  governments  may  de 
cide  to  maintain  majority  control  of 
the  partially  privatized  companies 
leaving  investors  unsure  about  the 
extent  of  the  profit  motive  and  com 
petitive  pricing. 

Investors  recently  got  a  taste  of| 
how  unpredictable  these  markets  can 
be.  Newly  issued  shares  of  Telecom- 
Asia  tripled  within  two  weeks  of  when 
they  started  trading  in  December 
Then,  as  Southeast  Asian  markets 
took  it  on  the  chin,  the  stock  fell 
about  33%.  These  shares  were  sold  in 
the  U.S.  under  the  Rule  144a  format 
which  means  they  are  not  registered) 
with  the  Securities  &  Exchange  Com 
mission,  and  therefore  can  be  traded 
only  by  qualified  institutional  inves 
tors  with  more  than  $100  million  in 
assets.  Naturally,  these  restrictions 
limit  the  liquidity  of  TelecomAsia, 
which  is  expected  to  sell  at  a  price/ 
earnings  ratio  of  78  next  year. 

Not  all  privatizations  turn  out  to 
be  winners.  Shares  of  British  Steel 
fell  by  more  than  50%  during  the 
recession. 

The  march  of  capitalism  and  free 
markets  across  the  world  is  not  going 
to  stop.  That  means  only  that  in  thq 
years  to  come  there  will  be  plenty  ol 
privatizations  to  buy  into  and  plenty 
of  chances  to  invest  overseas.  Ford,  as 
it  turned  out,  rewarded  investors 
quite  handsomely — but  only  those 
who  had  patience,  not  those  whe 
thought  they  were  getting  in  on  thd 
ground  floor.  ■ 
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i  few  cents  here,  a  few  cents  there,  and  those  rounding 
rrors  in  the  tax  laws  add  up  to  real  money. 

Coin  clipping 


y  Carolyn  T.  Geer 

emember  the  clever  crook  who  di- 
eted a  few  cents  from  every  account 
id  thereby  took  a  bank  for  thou- 
nds  of  dollars? 

Congress  has  taken  lessons  from 
ds  thief.  It  has  figured  out  how  to 
mvert  '■'rounding"  errors  in  the  tax 
ws  into  revenue  boosters.  It  has  also 
>me  up  with  a  clever  way  to  dock 
xial  Security  checks  by 
dollar. 

Last  year's  tax  in- 
ease  took  a  meat  cleav- 

to  retirement  plans  for 
fluent  people,  chop- 
ng  from  $235,840  to 
L  50,000  the  annual 
>mpensation  that  can 
:  used  in  figuring  con- 
ibutions  to  tax-quali- 
:d  plans.  This  in  itself 
as  a  big  blow.  But  what 
any  people  failed  to 
)tice  was  that  Con- 
ess  didn't  stop  there. 

put  down  the  cleaver 
id  took  up  the  clippers, 
ipping  away  at  the 
L  50,000  cap. 

How  so?  The  tax  law 
:crees  that  the  cap  will 
)  longer  rise  each  year 
ith  the  cost  of  living,  as 

has  in  the  past.  In- 
;ad,  the  cost-of-living 
ljustment,  or  COLA,  will  be  rounded 

an  even  $10,000. 

There  are  two  ways  to  round  num- 
:rs.  The  honest  way  is  to  round  a 
m  to  the  nearest  $10,000.  The  dis- 
)nest  way  is  to  round  to  the  lower 
.0,000.  Congress  took  the  latter 
lurse. 

Suppose  that  inflation  remains  at  its 
irrent  2.7%  rate.  Without  rounding, 
e  retirement  plan  cap  would  climb 
Dm  $150,000  in  1994  to  $154,050 
1995  and  $158,209  in  1996.  With 
>nest  rounding,  the  cap  would  re- 


main at  $  J  50,000  in  1995  but  kick  up 
to  $160,000  in  1996.  With  dishonest 
rounding,  the  cap  stays  at  $150,000 
until  1997,  when  it  is  rounded  down 
from  $162,481  to  $160,000.  A  little- 
noticed  but  hard  kick  in  the  pants  for 
successful  people. 

"The  uncola  cola,"  quips  Bruce 
Temkin,  a  consulting  actuary  with 


Louis  Kravitz  &  Associates,  located  in 
Encino,  Calif. 

What's  the  practical  effect  of  the 
$150,000  ceiling?  It  depends  in  a 
complicated  way  on  what  kind  of  plan 
you  are  in  and  to  what  extent  other 
workers  at  your  company  participate 
in  it.  Say  your  plan  permits  you  to  save 
up  to  6%  of  pay  in  a  tax-deferred 
401(k).  You  can't  put  in  more  than 
$9,000  this  year  or  in  1995  or  in 
1996.  Vis-a-vis  an  unrounded  ceiling, 
you  lose  the  right  to  contribute  $736 
to  your  plan  (assuming  the  current 


inflation  rate)  over  a  two-year  period. 

No  one  knows  what  inflation  will 
be,  but  a  person  limited  to  contribut- 
ing 6%  can  expect  rounding  down  to 
cut  an  average  $300  a  year  off  what  he 
can  save  tax-deferred.  Not  much 
money?  Don't  be  so  sure.  It  adds  up 
over  a  35 -year  career. 

Worse,  this  coin-clipping  idea  may 
be  just  the  beginning.  A  bill  intro- 
duced last  fall  to  shore  up  the  Pension 
Benefit  Guaranty  Corp.  copies  the 
rounding  gimmick  to  another  section 
of  the  tax  law. 

This  section  contains  an  absolute 
dollar  ceiling  on  40 1  ( k)  contributions 
that  applies  to  every  worker,  whatever 
the  mechanics  of  percentage  rules  at 
his  company.  This  ceiling  is  now  at 
$9,240  and  fully  inflation-protected. 
The  pension  guarantee  bill  would  hit 
this  dollar  limit  with  a 
$500  rounding.  For 
people  who  are  now 
bumping  against  the 
$9,240  ceiling,  this  bill 
would  cut  the  maximum 
they  can  save  by  an  aver- 
age $250  a  year. 

Rounding  works 
wonders  on  the  expense 
side  of  the  government 
ledger,  too.  For  the  past 
decade  Uncle  Sam  has 
been  rounding  Social 
Security  checks  down  to 
the  nearest  dollar.  Aver- 
age cost  to  retiree:  50 
cents  a  check.  This  is  on 
top  of  a  seemingly  small- 
er but  actually  more  in- 
sidious rounding  error 
in  the  benefits  formula 
that  involves  dimes,  not 
dollars,  but  compounds 
over  time;  the  cumula- 
tive error  here  has  built 
up  to  about  55  cents  a  check. 

Various  proposals  have  been  float- 
ed to  do  more  drastic  surgery  on  the 
Social  Security  COLA:  make  it  a  flat 
dollar  amount  (so  those  with  higher 
monthly  benefits  get  proportionately 
less),  or  do  away  with  it  entirely.  Now 
we're  talking  tens  of  billions  of  dollars. 

Politicians  know  the  fate  that  awaits 
them  if  they  openly  vote  for  higher 
taxes  or  for  reductions  in  Social  Securi- 
ty benefits.  So  expect  Congress  to  do 
more  and  more  sneaky  coin  clipping  in 
the  future.  m 
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If  women  are  oppressed,  how  come  they  live  much 
longer  than  men,  go  to  college  in  greater  numbers 
and  have  more  attention  paid  to  their  diseases? 

Gender  politics 


By  Peter  Brimelow 

San  DlEGO  author  and  consultant 
Warren  Farrell,  Ph.D.,  has  grown  ac- 
customed to  lacing  feminist  wrath.  A 
former  three  time  elected  male  board 
member  of  the  National  Organiza- 
tion for  Women  (now)  in  New  York 
City,  he  reports  in  his  recent  The  Myth 
of  Male  Power  (Simon  &  Schuster, 
$23)  that  his  speaking  engagements 
fell  catastrophically  when  he  began 
questioning  the  official  line  he  had 
once  espoused.  "Feminism  has  be- 
come gender  polities'  one-party  sys- 
tem," he  says. 

Farrell  was  a  longtime  feminist  fel- 
low-traveler, and  his  book  may  still  be 
too  touchy-feely  for  some  readers.  He 
says  he's  trying  "to  cherish  fem- 
inism's baby,  but  not  its  bathwater." 
He  talks  about  the  human  race  mov- 
ing into  something  he  calls  "Stage 
II,"  focusing  on  self-fulfillment  rath- 
er than  survival  alone. 

Don't  be  deceived  by  his  style. 
Farrell  is  a  professional  with  a  shrewd 
understanding  of  a  book  market 
where  perhaps  some  25  million  fe- 
males buy  up  to  20  romance  novels  a 
month.  And,  he  notes  wryly,  despite 
the  recent  date-rape  hysteria,  they 
have  titles  like  Sweet  Savage  Love — 
not  He  Stopped  When  I  Said  "No.  " 

What  is  earning  The  Myth  of  Male 
Power  a  word-of-mouth  reputation, 
however,  is  its  extraordinary  quarry  of 
unpublicized  and  hard-to-find  facts, 
backed  up  with  over  50  pages  of 
source  notes,  all  rocks  in  the  rototiller 
of  the  current  conventional  wisdom. 

If  men  are  such  chauvinist  pigs, 
how  can  all  this  be  true? 

■  Male  heads  of  households  have  an 
average  net  worth  only  72%  that  of 
women  heads  of  households. 

■  Men  lived  on  average  one  year  less 
than  women  in  1920.  Today  they  live 
seven  years  less.  ( Female  longevity  has 
increased  almost  50%  since  1920.) 
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■  Men  aged  20  to  24  commit  suicide- 
almost  6  times  as  often  as  women  in 
the  same  age  group.  Men  over  85 
commit  suicide  more  than  14  times  as 
often  as  women. 

■  Men  arc  less  likely  than  women  to 
attend  college  (46%  versus  54%)  and 
less  likely  to  graduate  from  college 
(45%  versus  55%). 

■  Men  make  up  more  than  95%  of 
the  work  force  in  hazardous  occupa- 
tions such  as  construction  and  truck- 
ing. (Satirizing  the  celebrated  "glass 
ceiling,"  Farrell  describes  these 
"death  professions"  as  "glass  cellars" 
where  blue  collar  males  are  confined, 
ignored  by  upper- middle-class 
feminists.) 

■  Men,  not  surprisingly,  account  for 
94%  of  occupational  fatalities  each 
year.  ("Women  do  not  enter  a  profes- 
sion in  significant  numbers  until  it  is 
physically  safe,"  says  Farrell.) 

■  Men  make  up  99%  of  the  1  million 
volunteer  municipal  firefighters.  (We 
remember  that  heavyweight  champi- 
on Mike  Tyson  was  a  man  tried  for 
rape,  says  Farrell,  but  not  that  the 
hotel  in  which  the  jury  was  seques- 
tered caught  fire  and,  while  saving  its 
occupants,  two  firemen  died.) 

■  Men  work  on  average  61  hours  a 
week,  counting  work  inside  and  out- 
side the  home;  women,  56.  (Yes, 
women  do  indeed  still  do  more 
housework — but  men  do  more  work- 
place work.) 

■  Men  are  more  likely  to  die  sooner 
from  every  one  of  the  15  leading 
causes  of  death. 

■  Men  and  their  health  are  the  subject 
of  just  one  medical  journal  article  for 
every  23  written  about  women. 

■  Men  are  only  slightly  less  likely  to 
die  from  prostate  cancer  than  women 
from  breast  cancer.  But  breast  cancer 
research  gets  660%  more  money. 

■  Men  and  women,  according  to  14 


Author 

Warren  Farrell 
"Feminism  has 
become  gender 
politics'  one- 
party  system." 


separate  studies  comparing  the  sexes] 
are  equally  likely  to  initiate  domesti 
violence — at  every  level  of  severity. 

■  Men  are  twice  as  likely  as  women  tcj 
be  the  victims  of  violent  crime  (even 
counting  rape).  Men  are  three  timeq 
as  likely  to  be  murdered. 

■  Men  are  the  object  of  9%  of  report- 
ed rapes  outside  prison  annually. 
(This  "  is  about  as  significant  an  issue 
for  men  as  aids  is  for  women — aboul 
10%  of  the  people  dying  of  aids  are 
women,"  says  Farrell.  "Do  we  heail 
more  about  men  being  raped  or  worn 
en  getting  AIDS?") 

■  Men  are  the  object  of  up  to  i 
million  rapes  in  American  prisons  an 
nually  (no  systematic  survey  has  evei 
been  attempted — an  irony,  since  the 
victims  of  such  rapes  appear  more 
likely  to  rape  women  on  release) 
About  120,000  women  outside  oi 
prison  are  the  object  of  rape  or  at- 
tempted rape  annually.  Rape  in  fe 
male  prisons  appears  virtually  nil. 
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I  Men  convicted  of  murder  are  20 
imes  more  likely  than  women  con- 
icted  of  murder  to  receive  the  death 
•enalty.  Since  1954  about  70,000 
/omen  have  been  convicted  of  mur- 
ler;  almost  90%  of  their  victims  were 
len.  But  no  woman  has  been  execut- 
d  for  murdering  only  men. 

FarrelPs  documentation  of  the 
riminal  justice  system  buckling  Lin- 
er feminist  pressure  is  the  most  star- 
ling part  of  his  book.  The  concept  of 
elf-defense  has  been  radically  extend- 
d  to  include  the  murder  of  sleeping 
usbands.  A  woman  beating  her  2- 
ear-old  son  to  death  is  sentenced — 
d  counseling  for  depression. 

Men  are  suffering  the  pressure  of  an 
'Utmoded  sex  role,  Farrell  argues. 
Vomen  could  help  by  "altering  their 
ystem  of  approval,"  marrying 
down" — sensitive,  caring,  etc.  but 
oorer men.  He  hopes  that  his  gender- 
dationship  workshops  arc  helping  in 
bis  epochal  cultural  revolution.  But 


he's  not  claiming  enormous  success. 

As  an  example  of  the  outmoded  sex 
role,  he  points  out  that  while  most  top 
male  executives  have  nonworking 
wives,  virtually  all  top  female  execu- 
tives still  have  husbands  who  work  full 
time:  "When  we  hear  a  female  execu- 
tive say,  'What  I  need  is  a  wife,' 
everyone  says  'Yeah!';  no  one  says, 
"Take  on  the  financial  burden  of  a 
husband  and  you'll  find  a  'wife.'  " 
Personal  ads  for  house  husbands  are 
not  common. 

Farrell  is  diversifying  his  workshops 
into  the  burgeoning  sex  harassment 
prevention  industry  created  by  corpo- 
rations desperate  to  avoid  liability 
suits  (Fc)RBHS,  May  15,  1989).  Male 
aggression  can  be  matched  by  female 
provocation,  he  says;  the  point  is  to 
find  a  language  that  both  sexes  can 
speak  without  paralyzing  the  work- 
place. Finding  such  a  language,  he 
points  out,  vitally  requires  that  both 
sexes  understand  the  difficulty  of  each 


other's  social  roles. 

Such  recognition  won't  be  easy  to 
wring  from  some  feminists.  City  Col- 
lege of  New  York  sociologist  Steven 
Goldberg  is  author  of  the  1973  cult 
classic  The  Inevitability  of  Patriarchy, 
the  definitive  study  of  gender  differ- 
ences and  their  social  consequences 
(revised  and  reissued  as  Why  Men 
Rule:  A  Theory  of  Male  Dominance, 
Open  Court,  1-800-435-6850, 
$16.95  paper,  $39.95  cloth).  "You 
wouldn't  read  a  book  called  The  Inev- 
itability of  Matriarchy,  would  you?" 
Goldberg  recalls  an  outraged  feminist 
once  asking  him. 

"Would  I  read  it!"  the  excitable 
Goldberg  recalls  replying.  "I'd  be 
first  in  line  at  the  bookstore!  .  .  .  I'd 
want  to  see  if  it  had  any  arguments  I 
hadn  V  thought  of!" 

Her  response?  "She  kind  of  splut- 
tered," shrugs  Goldberg,  who  is  used 
to  being  marginalized.  "She  didn't 
have  an  answer.  They  never  do."  BR 
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)f  the  rest 


Old  John  Dorrance  would  have  been  proud  if  he  could 
ee  how  his  grandchildren  finally  stopped  fighting  and 
decided  to  save  his  beloved  Campbell  Soup  Co. 

Reclaiming 
the  patrimony 


By  Phyllis  Berman  and  Alexandra  Alger 


Last  September,  19  descendants  of 
John  T.  Dorrance,  patriarch  of  Camp- 
bell Soup  Co.,  spent  two  days  togeth- 
er at  Pinehurst,  N.C.  No,  it  wasn't  a 
family  reunion,  it  was  strictly  busi- 
ness. The  heirs  of  the  man  who  creat- 
ed condensed  soup  spent  the  first  day 
attending  shareholder  and  committee 
meetings,  the  second  day  touring 


Campbell's  high-technology  Max- 
ton,  N.C.  plant,  where  4  million  cans 
of  soup  are  produced  daily. 

A  family  is  reasserting  its  patrimo- 
ny. For  decades  the  Dorrance  clan  let 
professional  outside  management  run 
the  company  while  its  members  bus- 
ied themselves  with  pursuits  such  as 
horse  breeding,  ranching,  art  collect- 


Campbell  Vice  Chairman  Bennett  Dorrance  (left)  and  Chief  Executive  David  Johnson 
The  new  family  resipe. 


ing.  True,  John  (Jack)  Dorrance  Jr., 
the  inventor's  son,  served  as  chair- 
man, but  he  was  reportedly  more 
interested  in  the  quality  of  the  soup 
than  in  the  bottom  line. 

With  Jack  Jr.'s  death  in  1989  and 
plenty  of  family  wrangling,  it  had 
begun  to  look  as  if  Campbell  would 
soon  go  the  way  of  many  another 
onetime  family  firm,  swallowed  by  a| 
giant  food  conglomerate.  But  Jack's 
children  intervened  to  stop  their 
cousins  from  finding  a  buyer  and  put- 
ting the  business  in  play. 

Since  November  Campbell  has  had 
a  new  vice  chairman.  He's  Bennett 
Dorrance,  47,  the  first  member  of  the 
family  to  assume  such  a  high  position 
since  Jack  Jr.  stepped  down  ten  years 
ago,  five  years  before  he  died. 

Bennett  Dorrance's  vice  chairman- 
ship is  no  empty  title.  He  speaks  not 
only  for  himself  but  also  for  his  older 
brother  John  T.  (Ippy)  Dorrance  III 
and  sister  Mary  Alice  Malone,  the  trio 
voting  nearly  one-third  of  Campbell's 
251  million  outstanding  shares.  Six 
cousins  and  their  families  control  an 
additional  25%.  Bennett  Dorrance's 
assignment  is  to  exercise  tight  over- 
sight of  top  managers.  "I  think  you 
always  need  to  have  someone  looking 
over  management's  shoulder,"  Ben- 
nett Dorrance  tells  Forbes.  'And 
that  [oversight]  should  be  a  bit  more 
than  what  usually  happens  in  a  lot  of 
other  American  companies." 

Dorrance's  oversight  includes 
making  sure  the  company's  recently 
adopted  "corporate  governance" 
policies  are  implemented.  The  poli- 
cies state  that  only  one  company  exec- 
utive sits  on  the  board  of  directors, 
that  every  director  stands  for  re- 
election every  year,  that  no  poison 
pills  protect  entrenched  manage- 
ment. The  new  policies  link  executive 
pay  directly  to  performance.  Up  to 
75%  of  executives'  total  compensa- 
tion is  at  risk  under  the  Campbell 
plan.  Executives  get  bonuses  only  if 
the  company  meets  specific  goals  for 
the  year  in  terms  of  sales,  earnings, 
cash  return  on  assets  and  performance 
relative  to  other  food  companies.  In 
the  latest  fiscal  year  Campbell  met  or 
exceeded  all  but  the  sales  target. 

To  make  sure  the  people  who  run 
the  company  act  like  owners,  by  the 
end  of  this  year  70  top  executives 
must  own  stock  valued  at  one-half  to 
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A  suite  at  The  Fairmont  has  always 
>een  considered  the  standard  ofluxury  in 
>usiness  travel. 

Indeed,  there  was  a  time  when  it  was  a 
uxury  afforded  to  only  the  very  few.  Or,  the 
kry  Important.  Like  Presidents.  Royalty. 
ind  even  the  occasional  Pope. 


President  William  H.  Taft  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  get  a  suite  at  the  Fairmont. 

Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
•pen  doors  at  The  Fairmont.  You  simply 
leed  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont,  ' 
ou  will  automatically  be  upgraded  to  a  suite, 

when  one  is  available,  wj 
at  no  extra  charge. 
What's  more,  you'll  enjoy 
uaranteed  room  availability  whenever  you  make  your  reserva- 
ions  at  least  48  hours  in  advance  — even  when  a  city  is  sold  out 
is  well  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
AAdvantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


AMERICAS  GRAND  HOTELS.  SINCE  1907 


Chicago 

H65 


Dallas 

$229 


New  Orleans 

s125 


San  Feiancisco 

s179 


San  Jose/Silicon  Valley 

$125 


President's  Club  benefits  apply  at  the  published  National  Corporate  rate  above,  rack  OI  weekend  Mies.  Then:  are  a  limited  number  of  rooms  available  lor  this  promotion,  and  promotion  is  subject  to  amiability  at  time  of  reservation. 
Suite  upgrade  subject  to  availability  at  time  of  check-in.  Not  applicable  to  groups  or  conventions,  lax  not  included.  American  Airlines  reserves  the  right  to  change  the  AAdvantage  program  at  any  time  without  notice. 

American  Airlines  a  id  AAdvantage  are  registered  trademarks  of  American  Airlines,  Inc. 


Campbell  Soup 


The  clan  meets 
management 
Representatives 
of  the  four 
branches 
include  Mary 
Alice  Malone; 
Ruth  and  Tris 
Colket  (fore- 
ground); John  We- 
ber and  children; 
Archie  and  Hope 
van  Beuren;  and 
Diana  Strawbridge 
Norris  (across 
the  table). 


three  times  their  base  salary  (exclud- 
ing options  and  restricted  stock). 
That  means  they  must  risk  their  own 
savings,  making  themselves  hostage 
to  the  same  fortune  as  their  share- 
holders. And  the  company's  plan 
doesn't  allow  them  to  relax.  The  goals 
change  each  year. 

The  new  vice  chairman  keeping 
management  on  a  tight  leash  is  not  a 
TV  sitcom  version  of  a  scion  of  an  old 
Main  Line  Philadelphia  family.  Ben- 
nett Dorrance  seems  more  cowboy 
than  socialite.  A  rawboned  "aw, 
shucks"  guy  with  a  real  estate  business 
in  Phoenix,  he  had  had  virtually  no 
involvement  with  the  family  company 
until  his  lather  died. 

To  ensure  the  continuation  of  the 
business  in  family  hands,  Bennett's 
grandfather,  John  T.  Dorrance,  had 
placed  all  his  shares  in  the  company  in 
trusts,  the  income  from  them  going  to 
his  wife  and  five  children.  As  the 
children  died,  their  trusts  dissolved 
and  the  shares  went  directly  to  the 
third  generation,  including  Bennett, 
his  two  siblings  and  his  six  cousins. 

Only  in  1989,  when  he  was  already 
42,  did  Bennett  come  into  his  full 
inheritance.  "By  that  time  we  had 
developed  a  lot  of  friends  we  could 
count  on,  whether  or  not  we  had 
money,"  he  told  Forbes. 

Even  now  Bennett  Dorrance  seems 
nervous  playing  a  public  role.  "This  is 
my  first  interview  as  vice  chairman," 
he  tells  a  FORBES  reporter.  "And  I'm 
so  nervous  my  hands  are  clammy  " 

Atone  time  Bennett's  brother  Ippy 


was  expected  to  be  the  clan's  leader 
on  the  board.  But  there  were  objec- 
tions to  him  from  some  other  mem- 
bers of  the  clan,  and  after  months  of 
campaigning  and  negotiations  Ben- 
nett got  the  nod.  Meanwhile,  Ippy 
has  moved  to  the  Bahamas  from  his 
ranch  near  Devils  Tower,  Wyo.;  he 
had  been  fighting  a  losing  battle  with 
the  state  game  and  fish  commission 
about  importing  exotic  animals  to  his 
ranch. 

At  the  moment,  Bennett  Dorrance 
has  the  full  support  of  the  family.  But 
his  job  has  its  difficult  side.  He  must 
demand  accountability  but  avoid  mi- 
cromanaging.  In  particular,  he  must 
give  rein  to  Campbell's  extremely 
able  and  extremely  flamboyant  chief 
executive  and  chairman,  Australian- 
born  David  Johnson. 

Johnson  replaced  Gordon  McGov- 
ern,  who  was  ousted  by  the  family 
because  of  the  company's  poor  per- 
formance in  the  1980s.  They  hired 
Johnson  from  Gerber  Products, 
where  earnings  had  doubled  and  Ger- 
ber's  stock  price  had  tripled  during  his 
stewardship.  At  Campbell,  Johnson 
has  managed  the  second  spectacular 
turnaround  of  his  career.  He  immedi- 
ately shut  plants,  refocused  on  core 
lines  like  frozen  foods,  crackers  and 
cookies,  and  dumped  low-margined 
ventures  like  the  fresh-food  business. 
He  also  began  a  repackaging  and  re- 
positioning of  the  soup  line,  beefing 
up  its  original  slogan  "M'm!  M'm! 
Good!"  with  the  newer  "Never  un- 
derestimate the  power  of  soup." 


The  result:  Operating  margins  (ex- 
cluding one-time  items)  have  jumped 
from  9.8%  in  1989  to  15.2%  in  1993. 
After  lagging  for  years,  Campbell 
stock  came  to  life  almost  immediately. 
Campbell's  five-year  total  return  to 
shareholders — appreciation  plus  rein- 
vested dividends — has  been  24.7% 
annually  through  fiscal  1993,  outper- 
forming the  s&P  500's  total  return  by 
a  big  margin.  The  Dorrances  as  a  clan 
are  richer  by  about  $3  billion  since 
Johnson  arrived. 

The  new  incentive-based  executive 
pay  plan  has  done  well  for  David 
Johnson.  On  top  of  his  $806,700 
salary,  he  got  a  $912,722  bonus  last 
year,  and  in  addition  he  has  been 
given  415,000  shares  of  restricted 
stock,  valued  at  $16  million,  and  op- 
tions for  another  140,000  shares. 

But  the  Campbell  plan  is  tough:  An 
executive  can't  rest  on  his  laurels. 
"He's  done  exactly  what  the  family 
has  asked  him  to  do,"  says  one  person 
who  knows  Johnson.  "But  I'm 
amazed  he  hasn't  had  a  serious  stroke 
or  heart  attack  in  the  process." 

Far  from  looking  like  a  heart  attack 
candidate,  Johnson  seemingly  relish- 
es the  pressure.  In  an  interview  he 
quotes  from  Alfred  Lord  Tennyson's 
"Ulysses":  "How  dull  it  is  to  pause, 
to  make  an  end.  .  .  ." 

Johnson  won't  have  much  time  to 
pause.  He  is  expected  to  achieve  a 
cash  return  on  assets  of  at  least  24% 
this  year  and  an  earnings-per-share 
growth  of  12%  to  15%.  Doing  this 
through  further  efficiencies  won't  be 


52 


Forbes  ■  March  14,  1994 


ET  RICH  SLOW.  THAT  HAS  BEEN  OUR  PHILOSOPHY  FOR  THE  PAST  148 
YEARS.  IT'S  ONE  THAT  HAS  ENABLED  US  TO  PAY  DIVIDENDS  ON  WHOLE 
LIFE  POLICIES  CONTINUOUSLY  THROUGH  EVERY  STOCK 
MARKET  CRASH,  DEPRESSION,  AND  RECESSION.  IT  ALSO  GAVE 
US  THE  WISDOM  TO  AVOID  THE  REAL  ESTATE  TRAP  DURING  THE 
MONEY-MAD  EIGHTIES.  THROUGH  CONSERVATIVE  JUDGMENT  AND 
QUALITY  INVESTING,  OUR  CLIENTS  HAVE  JK  CONTINUED  TO  PROSPER  AT 


A  TIME  WHEN  MANY  OTHERS  HAVEN'T. 


US  AT  1-800-695-4331.  BECAUSE  WHEN  r§t 


TO  FIND  OUT  MORE,  CALL 


IT  COMES  TO  INVESTING, 


THAT'S  NEW  YORK  LIFE. 


L  ife  Insurance 


~  Annuities  - 


Group  Ben  e  f  its 


~  Pensions 


For  an 
insider's  look 
at  a  major  change 
in  the  municipal  bond 
market  that  might  occur 
in  1994,  call  today  for  an 
on-line  briefing. 


In  rapidly  changing  and  unusual  markets, 
investors  demand  up-to-date  information.  Dreyfus 
has  this  important  information— and  wants  to  share  it! 


DREYFUS 
ADVICE  AND  GUIDANCE 


1-800-462-7347 

Ext.  4318 


For  a  Prospectus  on  any  Dreyfus  fund  which  includes 
information  on  charges  and  expenses  call  toll  free.  Please  read  it  carefully  before  you  invest. 
Dreyfus  Service  Corporation,  Distributor. 

047  K07 


Campbell  Soup 

easy,  but  Johnson  has  launched  a  plan 
to  integrate,  in  one  electronic  system, 
the  work  processes,  from  procure- 
ment of  raw  materials  to  the  ware- 
housing and  shipping  of  finished 
goods.  This  includes  a  so-called  con- 
tinuous product  replenishment  sys- 
tem. "Simply  put,  we're  putting  into 
place  technology  to  allow  us  to  ship  to 
consumption,"  says  Chief  Financial 
Officer  Frank  Weise  III.  "The  way 
business  works  today  is  you  have  these 
big  promotions,  so  you  might  ship 
60%  of  your  business  over  a  two-  or 
three-week  period.  With  continuous 
product  replenishment  we  will  be  able 
to  ship  at  the  rate  people  really  con- 
sume soup.11  The  goal,  of  course,  is  to 
reduce  warehousing  costs  and  inven- 
tories, thus  saving  costly  capital. 

Campbell  stock  has  been  flat  re- 
cently because  Wall  Street  is  troubled 
by  Campbell's  88%-of-sales  depen- 
dence on  the  slow -growing  domestic 
food  industry.  But  Johnson  and  his 
aides  are  looking  overseas.  Last  year 
Campbell  Soup  added  to  its  now  58% 
holding  in  Arnotts  Ltd.,  Australia's 
leading  cookie  and  cracker  maker, 
which  gives  the  company  a  low- cost 
manufacturing  base  with  which  to 
invade  the  Asian  market.  With  soup, 
it's  trying  to  penetrate  developing 
countries  from  Korea  to  Mexico, 
where  womanpower  is  abundant  and 
consumption  of  processed  food  is  far 
lower  than  in  Western  countries. 

With  Campbell's  estimated  $3  bil- 
lion borrowing  power,  Johnson  is  on 
the  lookout  for  a  major  acquisition. 
The  company  believes  it  can  make  a 
$1  billion  bid  without  even  disturb- 
ing its  double-A  credit  rating. 

In  1997,  when  he  reaches  65, 
Johnson  must  retire  and,  according  to 
current  policies,  cannot  even  sit  on 
the  board.  What  then?  Says  Bennett 
Dorrance  in  classic  understatement: 
"I  expect  that  I'll  be  on  the  search 
committee  for  Johnson's  replace- 
ment." At  that  time,  it  is  likely  Ben- 
nett Dorrance  will  become  chairman. 

"Bennett  Dorrance  is  completing 
the  circle  that  his  grandfather  start- 
ed," says  a  friend.  The  old  gentleman 
must  have  been  aware  how  wealth 
turns  most  families  away  from  the 
source  of  their  wealth.  He  would  be 
proud  to  know  that  his  descendants 
are  an  exception.  The  patrimony  has 
been  reclaimed.  BB 
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The  Capital  Of 
The  WoriS  Is  In  24 
Different  Places. 

Every  one  of  those  places  has  one  thing  in 
ommon.  An  uncommon  attitude  you  11  find  every- 
where opportunity  exists  and  human  potential  is 
ealiied.  Wherever  a  creative  entrepreneurial  spirit  is 
ilive,  seeking  innovative  solutions  to  financial 
woblems.  And  everywhere  around  the  world  ivhere 
jE  Capital  is  helping  businesses  grow. 

Today  were  more  than  a  leader  in  financial 


services.  We  re  24  diversified  businesses.  And  right 
now  one  of  them  has  the  specific  industry  knowledge 
it  takes  to  meet  your  next  challenge. 

Ifyoure  looking  for  a  strong  financial  partner, 
wed  welcome  the  opportunity  to  put  the  capital  of 
the  world  to  work  for  you. 

GE  Capital 

Our  Business  Is  Helping  Yours. 


World-class  performance  is  what  the  Olympic  Games 
are  all  about.  No  wonder  OS/29  is  at  the  heart  of 
the  Olympic  Games  Results  System  that  covers  just 
about  every  event  you  can  imagine. 

Faster  than  you  can  spell  Lillehammer— actually, 

faster  than  you 
can  even  say 
Lillehammer— 
an  OS/2-based 
system  helps 
track,  record, 

process  and  then  post  results  to  venue  scoreboards, 
TV  and  radio  commentators,  press  agencies,  news- 
papers, magazines  and  other  information  outlets. 
Industrial-strength  OS/2  programs  like  DB2/2,™ 
Communications  Manager/2,  CICS/2™  and  others 
work  together  to  accomplish  a  task  that  would 
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bring  lesser  operating  systems  to  their  /  knee) 
But  instead  of  merely  skating  by,  f^r  OS/2  i 
above.  That's  why  anywhere  the  competition  i 
fierce,  you'll  find  PCs  riding  on  OS/2. 

With  OS/2,  you  can  bring  world-class 
performance,  power  and  reliability 
to  all  your  DOS,  Windows™  and 
OS/2  programs.  OS/2's  pre 
emptive  multitasking  not 
only  lets  you  run  more 
than  one  program  at 
a  time,  it  has  an 
impact  on 


event 


media  that  you  can  really  see.  And 
And  give  the  object-oriented 
place  Shell™  user  interface 
scores  for  making  it  easier 
5ver  to  use  your  PC. 
hese  Olympic  Winter  Games, 
1  PCs  everywhere,  OS/2  is 
nly  worth  its  weight  in  gold. 
)  mention  silver  and  bronze.  To  order  or  to 
ut  more  about  OS/2,  call  1  800  3-IBM-OS2. 

From  Norway  to 
your  way,  when  you 
want  results, you 
want  OS/2. 
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In  Canada,  caU  1  800  465-7999. 

Demand  OS/2 
preloaded  on  your  next  PC. 

If  you  have  Windows  3.1,  ask  about  OS/2 
for  Windows.  OS/2  2.1  and  OS/2  for  Windows 
are  also  available  at  local  software  dealers. 


on . 


Operate  at 

a  higher  level? 


as  created  by  LINTAS  and  got  to  this  publication  on  time  using  DOS,  Windows  and  OS/2  programs  running  on  OS/2.  IBM  and 
registered  trademarks  and  Workplace  Shell/  Operate  at  a  higher  level"  DB2/2  and  CICS/2  are  trademarks  of  International  Business 
Corporation.  Windows  is  a  trademark  of  Microsoft  Corp  ©1994  IBM  Corp. 
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Official  Sponsor 
of  the  1994  Olympic 
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brand  name  is  august,  its'  profits  a  wow! 
But  Hallmark  Cards  had  better 
get  with  it— now ! 

Loyal  to  a  fault 


By  William  M.  Stern 

On  a  recent  blustery  evening  in  Chi- 
cago's trendy  Lincoln  Park  district, 
the  local  Hallmark  card  shop  was 
empty  of  customers.  Just  a  few  blocks 
up,  on  North  Broadway,  at  Domi- 
nick's  Finer  Foods  supermarket,  aisle 
6  was  crammed  with  women  tossing 
greeting  cards  into  shopping  carts, 
none  of  them  Hallmark's.  "Who's  got 
time  to  go  to  the  Hallmark  store?" 
demands  one  of  the  shoppers,  Melissa 


O'Neill,  a  city  planner.  "The  [card] 
selection  here  is  just  fine." 

For  most  of  the  20th  century,  pri- 
vately held  Hallmark  Cards,  Inc.  re- 
lied on  card  and  gift  shops  to  move  its 
merchandise.  Over  the  years  Hall- 
mark built  a  network  of  card  shops 
that  now  number  10,000.  Of  those, 
216  are  company  owned;  the  rest  are 
owned  and  run  by  independent  oper- 
ators who  agree  to  display  a  certain 


amount  of  Hallmark  merchandise. 

But  times  change,  buying  patterns 
shift.  In  the  1970s  and  1980s  the  card! 
market  began  shifting  away  from  card 
shops  toward  discounters,  supermar- 
kets, drugstore  chains  and  other 
places  where  working  women  could 
do  one-stop  shopping.  Women  buy 
90%  of  all  cards;  hence  the  shift  ini 
their  buying  habits  was  an  earthquake 
for  Hallmark.  Americans  bought  half 


Hallmark  Chief 
Executive  Irvine  0. 
Hockaday  Jr. 
Coping  with 
shrinking  margins 
and  market 
share. 
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HmmwM  Uafarinc* 

Industries' Coalition 
Against  Cancer 

Grand  Hyatt  Hotel, 
Washington,  D.C. 

April  6  %  1994 

-  Hu  goal  ol  tWi  Inaugural  Conference  ii  i<> 
ipotlighi  the  many  beneflti,  in  tenni  <>f  rc 
dm  d  morbidity  and  abienteeiim,  livci  laved, 

.n„|  |.      i <-•  I  hcillli  '  .in- 1         ul  ( iilw el  .nircll 

lug  .mil  prevention  In  the  workplace  and  i<> 
enoouragc  corporation* — both  Inrgc  and 
iniall  to  Initiate  01  enhance  theii  own  cancel 
■  i  reening/prevention  program, 

•  Noted 1  •""  ei  ipei  laliiti,  Induitryexei  utivc.s, 

mi  .in  .ii  pei  ■  i •inn  i,  i  'in-  i'  ttdei  ' 'i  .H i' 'H'. 

i.  i  mpporl  organization!  will  preeent  '!<• 

tailed  plani  "»  how  i  orporationt  i  an  de  ilgn  n 
program  within  the  restriction!  and  conitrii 

in.n  ..I  theii  own  i  onipany  ilze,  I0<  - » •  *  and 

Id^i.-iiii  ni  problem!   whethei  ii  !><•  a  manunog 

raphy  I  on  lite,  i  bile  van  program!  oi 

perhapi  ■  partnership  with  •>  cancel  center 
Chare  are  many  wayi  to  gel  •>  program  itarted 


For  further  Information,  call 
5 16-424-801 1  or  fax  or  mall 
your  nnmo  and  addroHii  to: 
PRR,  Inc.,  17  Prospoct  Streot 
Huntington,  NY  11743 
fax:  510-424-8G03. 


Brilliant 
Acquisition. 

i  ake  the  flrsi  step  towards  making 
voui  dream  home  .1  reality  by  sending 
foi  .1 1  Indal  (  edai  1  lomes  Planbook 
ii  s  '  10  pages  EQkd  with  ovei  500 
coloi  photographs,  1  ustom  pi. nr., 
planning  grids,  even  design  tips, 
in  chil  i  youi  copy,  slmpl)  send  $15 
(plus  $  I  shipping)  01 1  .ill  lull  tree 
v  u  out  video  Foi  an  additional  $10 

A  Li  tidsJ  CcdflT  H(  >i  Ties 

1-800-426-0536 

P:0,  HoxlWR,  rvfx  hi  '..  vmilr,  wa  win 
icuyi      I  »>,.i  Dl  I,  sunn,  in  ,i  nnadu  V3V7M, 


I  [allmark  Cards 

th<  n  1  .ml'.  .11  spe<  ialty  shops  20  years 
ago,  bin  today  the  rigure  is  barely  30% 

.mil  sin iiikni)',  rapidly. 

"Traditional  Hallmark  became  a 

Victim  oi  one  slop  shopping,"  says 

veteran  greeting  card  analysi  E,  (iray 
Glass  III  oi  Wheat,  lust  Securities, 
Ameri<  an  <  ireetings  <  <  >rp.,  C  iibson 
Greetings,'  Inc.  and  other  card  com 
panics  re<  ognized  the  trend  and  rode 

II  1  hey  wcren'i  saddled  with a  depen 
denci  on  independcnl  <  ard  shops  .is 
1  [allmarl  was  si  1  they  could  make  the 
switch  to  discounters  and  supermar 

ketS  mm  h  iik  ire  c-.i  si  I  y  - 

I  [allmark  was  noi  blind  to  the 
growth  of  discouni  retailers.  Way 
back  in  1 959  1  [allmark  1  reated  .1  low 
end  line  oi  cards  called  Ambassador, 
Hallmark  h.is  sold  the  Ambassador 
line  to  the  discounters  while  keeping 
the  high  end  l  [allmark  line  for  the 
card  and  girl  shops.  Reflecting  the 
growth  oi  the  discouni  chains'  card 
sales,  Ambassador  now  accounts  for 
19%  oi  l  [alimark's  sales.  The  bad 
news  is  thai  1  his  si  rategy  has  cannibal 
ized  the  1  [allmark  brand  and  ham 
mcred  l  [alimark's  margins. 

1  [allmai  k  h.is  dipped  its  toe  into 
drugstore  chains,  selling  the  Hall 
mark  brand  at  Walgreen  and  Osco 
.inn  s  Bui  ii  stonewalls  W.il  Mart, 
which  reportedly  wants  to  carry  the 
Hallmark  brand,  .11  a  discount,  ol 
ci  turse. 

I  [allmark,  in  sin >ri ,  is  .11  a  1  r<  >ss 
mads    ,\  managemeni  contingent 
within  Hallmark  is  thinking  aboul 
abandoning  the  card  shops  and  com 
mitting  the  Hallmark  brand  to  the 
discouni  chains  and  wherever  else 
cards  are  sold.  But  thai  would  mean 
leaving  thousands  of  I  [allmark  shop 
owners  in  the  lurch    a  difficult  deci 
m<  >n  lot  any  linn,  .mil  especially  m>  (> >r 
die  pan  1  nalistu  1 1 . 1 1 1  family, 

The  company  is  hardly  in  imminent 

datlgCI    I  lallm.uk  had  1993  sales  of 

$3  1  billion,  making  it  the  world's 
1. 11  g<  .1  *  ard  * « >mpany  twice  as  lai  ge 
as  us  top  rival,  Cleveland  based 
American  Greetings  Although  Mall 
mark  zealously  guards  us  Financials, 
Forbes  hears  thai  n  netted  around 

$200    million    lasi    veai    ( I  lallni.ii  k 

claims  the  rigure  is  mu<  h  highei ), 
w  Ink    Vmei  ican  ( Ircetincs  netted 


$1 


I  lallni.uk  were  a 


TWO  thirds  oi  that   belongs  to  the 

descendants  ol   Joyce   Mall,  who 

lot  iik  led  I  he  i  01  n pan  v  in  a  room  at  I  he 
Kansas  (  aly  VM<  A  in  1910;  employees 

own  the  balant  e. 

Since  1990,  however,  profits  have 
been  Hat  or  down,  as  American  ( Ire<  t 
ings'  sales  and  profits  have  surged  to 
re<  ( ird  levels.  Worse,  industry  souk  CS 

estimate  thai  I  [alimark's  share  ol  the 
$5.6  billion  (retail  sales)  domestic 

i  ard  market  is  nowaround  42%, down 
from  45%  just  live  years  ago. 

Irvine  ().  Iloekaday  Jr.  has  run 
Hallmark    since    Donald    Mall  (the 

founder's  son )  gave  up  daily  responsi 


public  company,  Forbes  estimates  ii 
would  be  worth  about  $3  billion 


A  I  Lillm.uk  slorrfmnl 
"Traditional  Hallmark  became 
a  victim  of  one-stop  shopping. 


bility  in  1986.  Hockaday  refused  to 
talk  with  Forbes  but  thought  up  a 
series  of  questions,  and  then  sent  us 
the  answers  in  writing.  The  answers 

were  revealingly  vague.  I  [allmark 
shops  "will  continue  to  evolve  and 

prosper.  .  .  .  We  will  do  this  through 

new  product,  increasingly  advanced 
technological  support  .  .  new  store 
formats,  and  market  segmentation  to 
take  advantage  of  additional  consum 
ei  groups  such  as  men,  children  and 
religious  and  ethnic  groups." 
Responds  one  former  Hallmark 

shop  owner:  "I  heard  thai  manure 
from  Kansas  City  right  up  until  the 
da)  l  liquidated  my  sh<  >p  "  b 
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To  build  the  country's  best 
educated  work  force,  you 
have  to  start  at  the  begiraiing. 


If  you  w;ml  lo  compete  in  the  2 1  si 
Miiury,  you're  going  to  have  to 
low  the  language.  And  Ihe  language 
on'l  always  be  Knglish. 

Thais  wh\  Ihe  public  school  system 

Fairfax  County  oilers  language 
imersion  programs  in  Japanese, 
janish  and  French.  The  goal  is  to 
ake  students  lluent  by  junior  high, 
iid  by  adulthood,  more  oompeli 
,e  in  world  trade. 

Forward  thinking  programs  like 
esc  are  why  the  tenth  largesl 


puhlie  school  system  in  the  nation  is 
also  one  of  Ihe  nation's  best  Mean 
SAT  scores  for  Fairfax  County 
Students  are  75  points  higher  than 
national  averages.  Nine  out  often 
graduating  seniors  plan  to  go  on  lo 
some  form  of  higher  education.  The 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
Ihe  nation  in  numbers  of  National 
Merit  Seinifinalisls. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  US 
or  send  in  the  coupon.  You're  in  for 
an  education. 

I  Please  send  me  moir  tn/brmatton  on  locating  my 
i  business  in  Fairfax  County, 
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I  /lddress 
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j  City, 
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State 


Zip 


Phone 


i  Fairfax  County  Economic  Development  imhorur 
i  miiii  Boone  Boulevard  Suite  i>o,  i  lenna,  i  Inmm  221112 
Telephone  701  mi  0600,  Fax  70)  ,\<>t  i2t>>'  mi 


airfax County, Virginia. The  21st  Centur  y  Is  I  lere 


its  pedigree,  Fiduciary  Trust  looks  like  a  stuffy  old 
,  manager.  By  its  portfolio,  it's  a  swinger. 

Calculated  risk 


Ky  Roberl  l  (Cnzner 

Whim  visiting  .1  money  manage 
men!  clieni  in  Brunei  I  Va  years  ago, 
Fidui  iarj  I  rusi  <  lo  International's 
president,  Amu-  Tatlo<  k,  dei  ided  on 
i In-  s|)in  ( ii  the  in< imeni  to  stop  in 
Indonesia  t< » see  whai  stocks  the  l<  >i  .il 
brokers  had  t<  i « iffci  Kalbe  Parma,  .1 
pharmaceutical  company  in  [akarta 
Pusat,  looked  intriguing,  "Indonc 
si.ins  were  spending  only  $3  pel  <  apita 
.1  yen  on  drugs,  while  in  Singapore, 
only  90  minutes  away  In'  plane ,  drug 
spending  was  $27,"  says  Tatlock,  So 
she  phoned  •!  Fidu<  iary  tradci  in  New 
Yoik  .iml  10M  him  io  stari  buying 
immediately.  Kalbe  Parma  has  since 
climbed  from  7,350  rupiah  .1  share 
(aboui  $3)  to  16,150. 

Fidut  iary  is  .1  study  in  contrasts,  li 
projects  .1  conservative,  old  money 
image,  as  befits  an  institution  entrusl 

i-il  w  1 1 1 1        lull  ion  ol  1  iK  >ik'\  manage 

meni  accounts  plus  anothei  $60  bil 
lion  ol  securities  for  which  il  is  die 
custodian.  That  image  is  helped  along 
l>v  .in  extremely  conservative  balance 
sheet  and  .1  list  <  >f  dire«  tors  and  hon<  >i 
ary  dirc<  tors   sue  h  .is  ( )akl<  igh  B, 
Thorne  and  I  Icnry  ( llay  Ft  ick  ll 
that  looks  like  .1  page  0111  ol  the  S01  /"/ 
Register, 

l  ( x >k  .11  the  sioi  ks  Fidiu  iai  v  puis 
into  us  trust  and  pension  accounts, 


however,  .mil  you  sic-  .1  hold  streak. 
The  trust  company  started  buying 
names  like  l  In  n  In,  I  londa,  Michelin, 
Nestle  and  I  )eutsche  Bank  back  in  the 
early  1960s,  long  before  global  in 
vesting  became  chic,  and  *.  urrcntly 
has  a  third  of  its  clients'  money  invest 
cd  abroad.  Now  thai  Deutsche  Bank 
is  getting  rathci  iiiiiihI.uk-,  Fiduciary 
is  moving  on  to  more  cxotii  locales, 
like  Indonesia  and  Kenya 

The  foreign  adventures  certainly 
haven't  hurt  the  clients.  Deutsche 
Bank  first  shows  up  in  .1  Fiduciary 
portfolio  in  1965;  the  stock  is  up 
sixty  ninefold  since,  Fiduciary  s.iys  its 
average  global  balanced  account  has 
turned  in  .1  compound  annual  17.8% 
over  the  pasi  ten  years.  By  about  three 
percentage  points,  tills  record  beats 
both  U.S.  stocks  and  .1  hypothetical 
index  mixing  U.S.  and  international 
set.  unties. 

"We  preached  the  principle  of  in 
vesting  all  ovci  the  globe  just  .is  U.S. 
companies  were  putting  up  plants  .ill 
ovei  the  globe,"  says  Lawrence  I  lun 
tington,  Fiduciary's  chairman  and 
largest  shareholder,  "Bui  generally 
the  clients  were  noi  ready  foi  global 
investment  until  the  1980s." 

W  ho  arc  these  clients?  Fiduciary  h.is 
taken  <>n  .1  lot  ol  investmem  advisory 


I  u J ii<  ury  lni',1  Ch,  111111,111 
I  .iwrcin  c  1  luiiliii);ton; 
President  Anne  Tatlock 
Call  me  when  they 
open  Vietnam. 


work  for  pension  funds  and  endow 
menis.  Hut  the  original  business  i 
preserving  the  assets  of  1 ,000  weal™ 
families,  a  business  in  which  Fiducial] 
competes  most  directly  with  I'.S 
Trust .  Money  management ,  plus  cuh 


A  global  bull  market  for  midsize  companies? 


Company 

Country 

Business 

Recent 

Latest 

Estimated 

price 

12-month 

1994  EPS 

($US) 

P/E 

($US) 

flyloc  k  8.  Nordsj6ti.iM 

Swollen 

shipping 

$9.30 

26* 

$0.57 

Ci.ule.i 

AiKentin.i 

autos 

Ki.OO 

12* 

1.80 

Johnson  Electric 

Hong  Konu 

micromotors 

2.60 

22 

0.13 

M.iyur.i  Iml. ill 

Indonesia 

biscuits 

6.30 

48* 

0.23 

ritinWhMl 

U.S. 

steel  wheels 

28.75 

35 

1.80 

Warn 

C.onnany 

808.00 

20* 

!H)00 

The  best  buys, 
says  Fiduciary 
Trust,  are  where 
you  find  them — 
sometimes  in 
strange  places. 


Forbes  ■  March  14, 


>dial  and  related  services,  accounted 
>r  most  ol  Fiduciary's  estimated 
100  million  in  revenue  lasl  year,  <>n 
rhich  it  i h  i itxl  about  $10  million,  or 
4.35  a  share. 

FidiK  iarj  als<  >  acts  .is  a  bank,  <  >ffer 
iu,  checking  accounts  and  loans,  bul 
nh'  .is  ,i  sideline  to  the  wealth  preser 
ition  line,  ( lonservativism  is  the 
teme  here,  too:  The  equity  i<>  assets 
nio  of  25%  is  three  times  what 

legally  required.  So  s.iir  are  the 
>.ins  (almosi  .ill  collateralized  by 
orrowers'  portfolios)  thai  Fiduciary 
pesn't  even  bother  to  calculate  .i 

.'serve  for  loan  losses. 

In  effect,  Fiduciary  is  filling  a  role 
luch  like  that  filled  by  Merrill  I  ynch 
i  opening  .i  cash  management  ac 
lunt.  There's  this  difference:  Merrill 
imch's  average  customer  has 
200,000,  wink-  Fiduciary's  has  $5 


million. 

As  hanks  for  the  ri<  h  go,  Fiduciary 
is  rather  young,  Two  so<  ially  promi 
neni  New  York  lawyers,  Grenville 
(  Hark  and  Elihu  K<  ><  >i ,  founded  the 
firm  in  1931  as  a  reaction  against  the 
excesses  of  New  York  City  banking 
during  the  1920s.  They  resolved  dial 
Fiduciarj  would  make  no  c< >mmer<  ial 
It  i. ins  nor  underwrite  any  securities.  Ii 
also  does  hardly  any  advertising, 
which  is  why  m<  >si  pe<  >ple  have  never 
heard  <>f  it . 

Is  n  possible  to  be  staid  and  still  he-  a 
risk  laker?  Huntington,  a  Harvard 
graduate  who  joined  Fiduciary  in 
l°nl,  fits  the  pan.  This  chairman  <>i 
New  York  Law  School  ami  former 
trustee  of  the  New  York  Yacht  ( Hub  is 
also  an  adventurer.  Three  years  ago,  at 
the  age  ol  55,  he  nearly  made  il  to  the 
summit  of  Mount  Everest. 


Tatlock,  a54  year  old  Vassal  grad 
uate  whom  Huntington  hired  away 
from  Smith  Barney  in  1984,  is  also  a 

i  aU  Lllated  risk  takci  She  made  a  name 

for  herself  in  the  late  1980s  buying 
Telefonos  de  Mexico  and  ( lifra,  the 
Mexican  retailer,  before  they  were 
widely  traded  in  the  U.S.  Panting  to 
gd  an  earlj  pie<  e  oi  the  next  emerg 
inu,  market,  she  found  herself  flying 
last  October  from  I  tanoi  to  1 1«>  ( !hi 
Minh  City  in  a  ramshackle  Russian 
airplane  of  1950s  vintage.  "I'll  buy 

the   minute   ihcv   get   a   stock  e\ 

i  hange,"  she  says 

The  Asian  gambles  have  been  paj 
mi',  oil  lately,  Fidiu  iary  boosted  its 
clients'  exposure  to  die  Hong  Ton;', 
market  a  hide  ovci  a  year  ago;  it  has 
since  doubled,  "1  didn't  dunk  the 

Confrontation  between  die  U.K..  and 

Beijing  would  depress  die  market," 
Tatlock  says,  "Economics  dominates 
the  mat  ket ,  nol  p<  iliti<  s."  Fiduciary 's 
timing  isn'i  always  perfect,  oi  course 
It  dumped  lapanesc  stocks  in  mid 
1992,  neat  a  bottom. 

Noi w  ithstanding  thai  mam  <  >\  ei 
seas  markets  have  already  had  a  good 

run  ol  late,  Tallock  and  I  [imtington 

are  boldly  predicting  double  digit  re 
nuns  this  yeai  for  stocks  in  a  dozen 
differenl  markets,  from  Malaysia  i<> 
Sweden.  They  an-  only  mildly  bullish 
on  the  I f.S,  markel . 

At  1 1 iss  the  gl<  >bc ,  they  prefei  mid 
die  tier  companies  those  with  mar 
ket  valuations  between  $750  million 

and  $2  hi  1 1  ion  in  die  U.S.,  lor  e\ain 

pie,  or  between  $300  million  and 
$  1 .5   billion   m   loreijui  markets. 
Anion};  die  holdings:  fohnson  Elc< 
trie,  a  Hong  Kong  maker  of  mit  romo 

tors;  Mayora  [ndah,  an  Indonesian 
hisc  nil  and  c  andv  maker. 

Says  Jeremy  Biggs,  Fidu<  iary's chicl 
investment  officer  (and  brothei  ol 
Morgan  Stanley  global  guru  Barton 
Biggs):  "The  &\  ei  age  life  of  a  mid  cap 

hull  markel  is  53  |  years,  and  we're 

only  i  wo  years  into  it." 

I  low  about  Fidu< iary  Trust?  Is  u  a 
p,ood  buy?  The  shares  arc-  quoted  on 

the  Nasdaq  bulletin  hoard  at  57  (hid  i, 
a  cheap  13  nines  earnings,  bul  ifs 

probably  easier  to  c  limb  a  mountain 
in  Nepal  I  ban  tO  gel  V<  >ur  hands  ( >n 
any,   Insiders  hold  70%  and  die  k 

mainder  hardly  ever  trade,  li  you  like 
Fiduciary's  approach,  check  urn  the 
sampling  of  stocks  in  die  table.  HB 


oiks  ■  M.u,  Ii  I  I,  IW1 
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A  quixotic  quest  for  cosmic  justice  persuades 

liberals  to  want  to  intervene  in  Bosnia. 

Wiser  heads  will  remember  the.  history  of  the  place. 

A  quagmire 
beckoning 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Even  before  he  became  president,  Bill 
Clinton  seemed  to  be  itching  to  get  the 
United  States  involved  in  the  Bosnian 
war.  This  was  not  simply  the  idiosyn- 
cracy  of  one  man,  however.  In  a  sudden 
and  remarkable  reversal  of  roles,  the 
political  left  in  general  has  become 
hawkish  on  Bosnia,  while  conservatives 
by  and  large  seem  to  want  no  part  of  it. 

Liberals  tend  to  ask  how  the  reali- 
ties of  life  differ  from  their  ideals  and 
how  the  former  can  be  brought  closer 
to  the  latter.  Conservatives  tend  to  ask 
what  the  inherent,  and  often  brutal, 


constraints  of  the  world  are  and  how 
severely  does  that  limit  our  options. 

It  would  be  hard  to  find  a  greater 
divergence  between  the  ideals  of  any 
decent,  civilized  human  being  and 
what  is  going  on  in  the  former  Yugo- 
slavia. To  the  liberals,  it  follows  as  die 
night  follows  the  day  that  this  is  a 
"problem"  for  which  there  must  be  a 
"solution."  Their  record  of  counter- 
productive results  from  previous 
problem -solving  ventures,  at  home 
and  abroad,  leaves  them  undaunted. 

Those  who  look  first  at  the  inherent 
constraints  of  a  situation  will  find  in 
Bosnia  some  of  the  most  intractable 
constraints  imaginable.  One  of  these 
constraints,  over  which  we  have  abso- 
lutely no  control,  is  the  past — a  histo- 
ry of  bitter  and  lethal  intergroup  ha- 
treds going  back  for  centuries. 

The  geography  of  the  region — over 
which  we  also  have  no  control — 
makes  this  wooded  and  mountainous 
region  one  of  the  most  unpromising 
places  in  which  to  conduct  military 
operations,  whether  from  the  air  (as 
the  hawks  want)  or  on  the  ground  (as 
may  turn  out  to  be  necessary). 

And  what  if  Vladimir  Zhirinovsky 


Here's  an  exciting 
new  way  to  say 
Iloveyou. 

It  truly  is  the 
ultimate  gift 


Dick  Clark 


This  is  a  paid  endorsement. 


omes  to  power  in  Russia  while  we  are 
nilitarily  involved  in  Bosnia,  and  carries 
>ut  his  threat  to  intervene  militarily  on 
he  side  of  the  Serbs?  Are  we  to  go  to 
he  brink  of  nuclear  war?  Or  are  we  to 
>ull  out  with  our  tails  between  our  legs? 

The  bitter  ethnic  and  religious  diff- 
erences within  Bosnia  have  a  repeat- 
ed history  of  drawing  in  outside  pow- 
rs  with  ties  to  one  or  the  other  local 
actions.  More  than  a  hundred  years 
go,  Russia  and  Turkey  fought  a  war 
hat  began  with  an  uprising  in  Bosnia, 
tiid  of  course  in  this  century  we  have 
een  the  violent  hatreds  in  this  little 
egion  set  off  a  worldwide  conflagra- 
ion.  Do  we  need  to  go  through  this 
et  again  in  a  nuclear  age? 

Geography  not  only  makes  the  Bai- 
rns a  dicey  place  for  military  opera- 
ions.  It  has  itself  contributed  to  the 
ragmenting  of  the  peoples  who  in- 
tabit  this  rugged  terrain. 

Unlike  northwestern  Europe,  with  its 
>road  and  fertile  coastal  plains  and  its 
nany  navigable  rivers  knitting  people 
ogether  economically  and  culturally 
>ver  large  territories,  the  mountains  of 
he  Adriatic  coast  are  close  to  the  sea, 
utting  off  the  narrow  coastal  plains 


from  the  hinterlands  and  splintering  the 
peoples  who  have  struggled  for  survival 
in  the  rugged  uplands  for  centuries. 

Among  the  places  where  survival 
was  possible  were  river  valleys  cut  off 
from  one  another  by  hills  and  moun- 
tains, so  that  people  who  were  not  far 
away  as  the  crow  flies  were  strangers 
to  each  other,  and  their  encounters 
were  likely  to  be  hostile. 

Back  in  Roman  times,  the  poverty- 
stricken  hill  tribes  of  this  region  stole 
each  other's  animals  and  children, 
often  to  trade  them  to  the  Romans  for 
such  artifacts  of  civilization  as  they 
could  bring  into  their  primitive  lives. 
The  mutual  hatreds  of  the  Balkans 
have  very  deep  historical  roots. 

During  the  Middle  Ages,  the  more 
advanced  peoples  of  Europe  raided 
this  part  of  the  continent  for  slaves. 
Bosnians  were  among  the  vast  num- 
bers of  Slavs  so  widely  sold  as  slaves 
that  the  very  word  "slave"  in  English 
derives  from  their  name — as  do  words 
for  slave  in  German,  French,  Italian, 
Spanish  and  Arabic.  In  later  centuries, 
after  it  was  no  longer  feasible  to  en- 
slave Slavs,  the  word  and  the  condi- 
tion were  then  applied  to  Africans. 


In  addition  to  their  locally  generated 
hostilities,  the  peoples  of  the  Balkans 
have  been  pawns  in  larger  international 
power  struggles  that  exacerbated  inter- 
nal antagonisms.  Conquerors  such  as  the 
Ottoman  Empire  often  garnered  local 
allies  and  religious  converts  among  seg- 
ments of  the  conquered  population — 
who  then  became  even  more  alienated 
from  others  among  the  conquered. 

This  pattern  continued  as  recently 
as  World  War  II,  when  the  Nazi  con- 
querors not  only  encountered  collab- 
orators and  resisters,  but  where  the 
resistance  itself  was  split  along  ethnic 
and  political  lines.  Hideous  atrocities 
from  that  era  are  still  living  memories 
that  inflame  the  passions,  producing 
more  atrocities  today. 

A  bitter  history  has  produced  a  bitter 
people — bitter  not  only  among  them- 
selves, but  toward  the  outside  world  as 
well.  Do  not  expect  "world  opinion" 
to  carry  much  weight  in  the  Balkans. 

Quixotic  quests  to  undo  history 
and  achieve  cosmic  justice  have  a  fatal 
attraction  for  the  political  left.  It 
draws  them  toward  Bosnia  like  a  moth 
to  a  flame.  Unfortunately,  they  want 
to  take  the  rest  of  us  with  them.  ■■ 
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American  General  Life 
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A  Subsidiary  of  American  General  Corporation 
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The  Ultimate  Gift  Certificate  preserves  the  American 
dream  for  your  family  and  for  future  generations. 

The  Gift  that  lasts  beyond  a  lifetime. 

As  Dick  Clark  discovered  when  he  purchased  the  first  Ultimate  Gift  Certificate, 
it  is  the  most  revolutionary,  enduring  and  loving  gift  ever  made  available  for  family  and 
loved  ones,  and  it  costs  just  pennies  on  the  dollar. 

A  $1,000,000  Gift  Certificate,  costing  as  little  as  $142,000*  can  provide  a  legacy  of  wealth 
for  your  children,  your  grandchildren,  a  relative,  friend,  trusted  employee  or  even  your 
favorite  charity.  This  unique  Gift  Certificate  is  backed  by  a  $  1 ,000,000  life  insurance  policy 
underwritten  by  American  General  Life,  which  can  potentially  increase  the  value  of  your 
asset  up  to  10  times  its  original  value  upon  your  death. 

Available  for  individuals  in  $50,000  to  $5,000,000  Gift  Certificates 
with  payments  of  one  to  ten  or  more  years.  Call  toll-free  for  more 
detailed  information  on  how  The  Ultimate  Gift  Certificate  can 

work  for  you. 
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•Based  on  a  last-to-die  universal  life  insurance  policy  issued  by  American  General  Life  Insurance  Company,  Houston, Texas,  policy  form  no  91 106;  on  a  male  and  female,  nonsmoker; 
with  current  expense  charges,  interest,  and  cost  of  insurance  rates,  any  of  which  may  change  and  affect  policy  values.  Actual  policy  values  also  depend  upon  medical  underwriting 
results  (In  New  York  American  General  Life  Insurance  Company  of  New  York.  Syracuse,  NY.  policy  form  no  89106.  Policy  values  may  differ  )  Individual  policies  are  available 
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isian,  inc.  was  a  successful,  old-fashioned  family  business, 
but  its  third-generation  chief  executive  decided 
it  needed  some  financial  pizzazz. 

But  it  wasn't  broken 


By  Amy  Feldman 

Birmingham,  Ala.'S  Parisian,  Inc.  de- 
partment store  chain  was  built  as  a 
family  business  and  almost  wrecked  as 
a  family  business.  Carl  Hess,  a  Mem- 
phis apparel  buyer,  bought  the  com- 
pany in  1920  and  was  succeeded  by 
his  son  Emil  Hess,  chief  executive 
until  1986.  Then  EmiFs  young  son 
Donald  nearly  wrecked  the  company. 

Parisian  is  a  pleasantly  old-fash- 
ioned kind  of  company.  It  carries 
merchandise  similar  to  that  found  in 
many  department  stores — Jones  New 
York  suits  for  women,  for  example, 
and  Tommy  Hilfiger  sweaters  for 
men.  It  makes  little  attempt  to  com- 
pete with  discounters  on  price.  It 
competes  on  service  and  ambience. 
Zero-interest  credit  cards,  play  areas 
for  toddlers,  hand-signed  thank-you 
notes  from  salespeople.  Donald  Hess 


personally  calls  customers  who  write 
letters  of  complaint. 

Best  of  all,  Hess  offers  good  ser- 
vice— a  rare  commodity  these  days. 
On  a  recent  Saturday  in  the  flagship 
Birmingham  store,  an  Erno  Laszlo 
cosmetics-counter  saleswoman  was 
selling  a  winter  coat  over  the  phone. 
The  idea  is  simple:  The  employees  are 
there  to  help  the  customers  regardless 
of  what  department  they're  assigned 
to.  Parisian's  customers  call  it  "the 
Nordstrom  of  the  South."  The  Hess 
family  might  prefer  to  call  Nordstrom 
"the  Parisian  of  the  North." 

When  he  became  president  in 
1977,  Donald  Hess,  then  28,  regard- 
ed the  old-fashioned  service  as  a  virtue 
but  thought  that  his  father  and  grand- 
father had  carried  old-fashioned  ideas 
too  far  when  it  came  to  their  cautious 


approach  to  expansion  and  their  aver- 
sion to  debt.  At  that  time  the  compa- 
ny had  a  total  of  six  stores — all  in 
Alabama — and  very  little  debt. 

Donald  Hess  would  be  more  with 
it.  In  1983  he  brought  the  company 
public.  Then  in  1988  he  decided  to 
bring  in  a  partner  who  could  provide 
expansion  capital  and  some  fancy  fi- 
nance in  a  $250  million  leveraged 
buyout.  He  chose  the  U.S.  affiliate  of 
George  Herscu's  Hooker  Corp.,  an 
Australian  company  that  had  bought 
prestigious  B.  Altman  and  Bonwit 
Teller.  The  Hess  family  received  near- 
ly $50  million.  Hooker  got  two- 
thirds  of  the  equity  and  agreed  to 
spend  up  to  $125  million  over  five 
years  expanding  Parisian. 

Donald  had  made  the  worst  mis- 
take in  the  book.  He  chose  a  lousy 


Donald  Hess, 
Parisian's 
expansion-minded 
chief  executive 
"Hitting  30 
stores  was  like 
hitting  a  wall." 
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HOW  AN  INNOVATIVE 
COMMUNICATIONS 
MANUFACTURER 

GOT  WIRED  FOR  EVEN 
GREATER  SUCCESS. 


STEN  SUCCESS  STOR 


i  a  competitive  world,  two  highly 
movative  companies  form  a  global 
lliance  to  become  one  of  the  world's 
wading  manufacturers  of  fiber  optic 
quipment.  So  where  does  this  company, 
iecor,  turn  when  they  want  innovative 
taffing  solutions?  Olsten  Staffing  Services. 
)lsten  has  helped  Siecor  manage  its 
stounding  growth  by  supplying  supplemental 
mployees  from  assemblers  and  operators 
□  clerical  and  accounting  personnel. 
:  you  would  like  to  get  connected  for 
reater  productivity  call  Olsten  at 
-800-225-8367  or  contact  Allen  Gershlak, 
enior  Vice  President  Partnership  Programs, 
ine  Merrick  Avenue,  Westbury,  NY  11590. 


K  Olsten 

[  1  Staffing  Services 


THE  SITUATION 


Siecor  grew.  And  grew. 
They  needed  help  managing 
their  growth.  Olsten  went 
from  providing  5  to  1 50 
assignment  employees. 


The  Working  Solution' 


Olsten  listened  to 
Siecor  managers. 
And  learned.  Olsten 
staff  worked  with 
each  department 
to  gain  an  in-depth 
understanding  of 
the  situation.  A 
customized  plan 
specifically  for  Siecor 
was  developed. 


THE  SOLUTION: 


Bring  a  dedicated 
facilitator  on-site  to 
manage  assignment 
employees.  This 
included  recruiting, 
hiring,  orientation, 
safety  training  and 
ongoing  planning 
meetings  with  Siecor 
managers. 


o 


THE  RESULTS: 


Employee  retention, 
continuity,  and 
safety  have  been 
dramatically 
improved.  Fact 
is,  Siecor  gave 
Olsten  their  top 
kudos.  Their  Total 
Quality  Award. 


li  s  1 1  u  •  w  .i\  \\  iiis.ni  I  km  k  lies  claim  management  Their  communicate  ins, 
With  i  >IAJ  Wausau™  we  gel  on  llneclalm  Infonnation  Ami  theli  people 
are  open  to  suggest!)  >ns,  willing  t< » discuss  alternatives  We\  due 
ih. ii.  .11  u  I  we've  scon  p<  isiiive  results  in  terms  of  savings." 
Robert  Biselt,  Risk  Manager,  /<  olab,  the  leading*  leaning  sanitizing  <  ompany 


WAUSAU 


partner,  I  [erscu's  strategy  of  building 

highly  leveraged  shopping  malls  filled 
with  his  newly  acquired  retailers  was  a 
disaster  when  easy  financing  dried  up 
and  the  economy  started  going  into 
r<  i  ession.  In  1989  the  I  looker  affili- 
ate filed  lor  bankruptcy.  Altman's  fa- 
miliar headquarters  on  Manhattan's 
Fifth  Avenue  was  left  an  empty  hulk, 
and  the  Bonwit  Teller  chain  closed. 

Parisian  survived.  With  most  of  its 
stores  in  the  Southeast,  it  was  spared 
tin  worst  of  the  recession.  In  1989 
I  >onald  I  h  ss  and  a  partner  bought 
I  looker's  interest  in  Parisian  for 
aboul  $3  1  million. 

Bui  Parisian  i  a  me  ba<  k  to  the  fam 
ily  loaded  with  expensive  debt.  Don- 
ald I  less  hadn't  lost  his  zeal  forexpan 

sion,  Bui  all  that  debt  thwarted  him. 
So  he  raised  cash  to  gel  rid  of  some  of 

the  debl  by  selling  45%  of  the  compa 
ny  to  affiliates  of  Lehman  Brothers. 

With  his  new  partners,  I  less  has 
used    internally   generated    cash  to 
Open  nine  new  Parisian  stores,  in  such 
pl.n  es  as  Atlanta,  Tallahassee  and  In 
dianapolis.  Bui  the  cosi  of  opening  so 

many  stoics,  plus  competition  from 
discounters,  squeezed  Parisian  to  the 
point  where  it  is  expected  to  have 
barely  broken  even  last  year  on  reve 
nucs  of  Over  $500  million,  after  net 
ting  $6  million  on  sales  of  $449  mil- 
lion in  1902.  Explains  I  less:  "I  lilting 
30  stores  was  like  hitting  a  wall.  And 
WC  didn't  realize  how  thick  or  how 

high  thai  wall  would  be." 

I  Ie  tried  to  raise  cheap  equity  capi 
tal.  Bui  the  poor  1993  showing  and 
Wall   Street's  disenchantment  with 

departmenl  stores  forced  him  to 
abandon  the  public  offering,  which 
would  have  valued  the  company  at 
$288  million  a  nearly  fourfold  jump 
over  the  valuation  it  had  when  Lch 

man  brothers  bought  its  share. 

but  Donald  I  less  plans  to  go  on 
opening  stores  five  this  year.  Under 
Construction  are  stores  in  the  Detroit 

suburb  of  Livonia  and  in  Nashville. 

Is  this  a  good  time  for  expansion  in 
whal  many  experts  think  is  a  dwin 
dling  sector  of  retailing?  Donald  I  less 

thinks  it  is.  Savs  he:  "If you  wait  for 
everything  to  happen  in  a  logical  way, 
it  won't  happen.  You  have  to  be 
practical  and  opportunistic."  Sighs  „ 

Emil  I  less,  now  75  and  Parisian's 

semiretired  chairman:  "Donald's phi 
K  >s(  >ph\  is  \  ci  v  different."  ■■ 
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Only  one  major  mutual  fund  company 
can  make  this  claim: 


EVERY  ONE  OF  00R  ACTIVELY 
MANAGED  U.S.  EQUITY  FUNDS 
DEAT  THE  SSP  500  IN  1093. 


Averago  Annual  Total  Returns 

As  i»i  La/ai^a*" 


A  significant  achievement,  in  1993,  each  oJ  oui  \  \  actively  managed  domestic  equity 
funds  earned  ;i  higher  total  return  than  the  S&P  500  index."  This  performance  record 
was  achieved  across  .1  broad  spectrum  *>i  stock  investments  in  the  benefil  oj  oui  fund 
shareholders. 

The  discipline  to  stay  the  course.  A  hove  ill  else, 
investing  in  stocks  requires  discipline   in  finding  the 
right  investments,  in  recognizing  long  term  value,  and 
in  the  successful  managemem  oi  prudently  diversified 
portfolios. 

As  proud  as  we  are  oi  oui  pei  formance  in  1 993, 

we  know  the  markets  loo  well  to  make  any  guarantees 

about  the  future.  But  we  remain  committed  to  the  dis 
cipline  oi  investing  in  common  stoc  ks  lot  long  term 
growth.  Year  in  and  year-out,  our  investment  profes 
sionals  will  continue  to  manage  these  funds  with  the 
same  dedication  to  fundamental  stock  analysis,  regard 
for  risk,  and  expectation  for  superior  perfoi  mance. 
The  right  choice  for  your  equity  investments. 
T.  Rowe  Price  offers  a  choice  oi  funds  thai  range  from 
the  more  conservative,  like  our  Equity  Income  Fund, 
to  the  more  aggressive  Science  &  Technology  Pund. 
Our  domest  ic  equity  funds  include  small  and  large  cap 

investments,  as  well  as  mid  c  ap  and  value,  l  oin  icpie 
sentative  examples  are  shown  in  (he  table. 

We  also  provide  information  you  c  an  use-  to  make 
investment  dec  isions  t hat  ineel  youi  p.n  I  ic  ul.n  needs. 

c  all  24  hours  to  learn  more  aboul  these  investments 
or  any  ol  our  complete  family  oJ  n<>  load  mutual  funds. 


Equity  Income  Fund 
14.8%      11.7%  15.3% 

I  year  5  year*  Since 

iiu  epl  ion 

10/31/85 

Capital  Appreciation  Fund 
15.7%      13.0%  13.4% 

I  yen  .'■>  years  Since 

mi  option 
6/ 10/86 


I 


New  America  Growth  Fund 
17.4%     20.5%  17.1% 

I  ye. it  5  ytUi  Since 

mi  option 
9/30/85 


Science  G  Technology  Fund 
24.3%    26.8%  19.2% 

I  ye. it  5  yenrft  Since 

in<  option 
9/30/87 


Call  24  hours  for  your  froo  reports 
1800-541-8312 


Invest  Willi  (  onfidence 

T.RoweR-ice 


i  Ik 


he  ssi"  500,  i  registered  trademark  ol  Standard  S  Pooi  Corporation!  In  i  imanaged  Index  ol  common  ■>»<  ks  M  lv<  rage  annual  total  returns  foi  the  8W  500  are  10.1%, 

1.6%,  IS. 4%,  12.2%,  15.8%,  and  9.7%  foi  the  I  •.< ...  5-yeai  and  s  i  Funds' Inception  (10/31/85, 6/30/867  9/30/85, 9/30/87)  periods  ended  12/31/93,  rcspec- 

cly  Figures  Include  i  hanges  In  prim  Ipal  value,  reinvested  dividends  and 1  apltal  gi  Ustrlbutions  total  returns  represent  pasi  porformani  e,  win,  n  cs  it  guarantee  foturi  perfoi 

ince,  Past  expense  limitations  have  w<  reased  the  Funds'  total  returns  Investment  return  and  prim  Ipal  value  will  vary,  and  sharei  may  be  worth  more  oi  lew  .ii  redemption  than  ai 
i k" i 1 1""1  hasi-  i<c(|iicsi  a  prospci  ins  wnii  more 1  ofliplete  Informadon,  iik  luding  management  foes  ami  oilier  <  hargei  and  expenses  Read  n  <  irehilly  before  vou  Invest  oi  pond  money 
Rowe  Price  Investment  Services  in<  Dlstrlbutoi  i  ,i  , 


T HE  NEW  BONNEVILLE 


Driver  &  Passenger  Airbags 
Anti-Lock  Brakes 
Traction  Control* 
Variable  Effort  Power  Steering 
Leather  Seating  Areas* 
Theft-Deterrent  Key  System 
Remote  Keyless  Entry* 


*Availat>le  Equipment 


ohn  Garamendi  graduated  Harvard  Business  School 

)ut  must  have  slept  through  his  finance  classes. 

"ellow  alumnus  Leon  Black  was  clearly  wide  awake  during  his. 


Smart  buyer, 

dumb  seller 


y  Ellie  Winninghoff 


HIS  is  THE  story  of  how  in  the 
guise  of  protecting  the  public,  an 
ambitious  politician  opened  the 
door  to  vast  riches  for  an  equally 
ambitious  New  York  financier. 
The  politician  is  California  Insur- 
ance Commissioner  John  Gara- 
mendi, a  former  varsity  football 
star  who  aspires  to  be  California 
governor.  The  New  Yorker  is 
Leon  Black,  a  42-year-old  deal- 


laker  who  learned  real-life  finance  in  the  Michael 
lilken/Drexel  Burnham  Lambert  university. 

The  story  is  worth  telling  because  it  illustrates  what 
appens  when  politicians  with  scant  u  nderstanding  of  how 
larkets  work  match  wits  with  financiers  who  do. 

Leon  Black,  an  intense  man  who  looks  much  younger 
tan  his  years,  graduated  Dartmouth  College  and  Harvard 
usiness  School.  He  was  co-head  of  mergers  and  acquisi- 
ons  at  Drexel  Burnham,  helping  create  many  of  the 
verleveraged  buyouts  that  collapsed  in  the  late  1980s  and 
irly  1990s. 

John  Garamendi,  now  49,  is  a  Californian  who  played 
id  on  the  University  of  California's  football  team.  He 
ent  off to  Harvard's  business  school,  returned  to  Califor- 
ia  to  take  a  job  and  soon  after  entered  public  life. 

Our  Black/Garamendi  story  begins  on  Oct.  13,  1989, 
le  day  the  junk  bond  market  decline  began  to  accelerate, 
he  crash  was  a  disaster  for  Los  Angeles'1  First  Executive 


Corp.,  a  holding  company  for  Executive  Life  Insurance 
Co.  But  Fred  Carr,  First  Executive's  boss,  was  no  wild 
crapshooter.  A  grizzled  veteran  of  the  late  1960s  slock 
market  collapse  that  almost  wiped  out  his  hot  mutual  fund, 
he  was  careful  this  time  to  try  to  bombproof  his  investment 
portfolio. 

A  year  after  the  junk  market  began  to  slide,  f  ust 
Executive  was  sitting  w  ith  a  paper  loss  of  nearly  S3  billion 
on  its  bond  portfolio,  which  was  mostly  junk  bonds.  Was 
First  Executive  insolvent?  No  more  so  than  almost  every 
bank  in  the  country  was  insolvent  in  1981,  when  surging 
interest  rates  eroded  the  theoretical  value  of  their  portfo- 
lios. No  more  so  than  many  banks  were  insolvent  in  1990, 
when  collapsing  property  values  slashed  the  theoretical 
value  of  their  real  estate  loans.  A  substantial  proportion  of 
First  Executive's  junk  bonds  were  still  current  on  their 
interest  payments.  Held  to  maturity,  most  of  them  would 
be  money  good.  Markets  recover  from  panics. 

Most  banks  are  prohibited  from  owning  junk  bonds; 
insurance  companies  are  not.  But  according  to  industry 
accounting  rules,  insurance  companies  are  required  to 
mark  all  distressed  securities  to  market.  Which  means  that 
in  a  panic  of  any  sort  they  can  become  technically  insolvent 
even  when  able  to  meet  their  obligations. 

The  junk  bond  market  did  recover:  In  1992  and  1993  it 
was  one  of  the  best-performing  U.S.  markets.  Of  course, 
many  individual  issues  did  go  bad,  and  billions  of  dollars 
were  lost  in  them.  But  far  more  junk  bonds  paid  off  than 
didn't.  But  by  the  time  junk  bonds  had  been  vindicated, 
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John  Garamendi 


California  Insurance  Commissioner  John  Garamendi 

Selling  the  junk  bonds  en  masse  guaranteed  a  low  price. 


First  Executive  was  history.  That  junk 
bonds  sank  as  low  as  they  did  and 
stayed  down  as  long  as  they  did  was 
almost  entirely  the  result  of  political 
bungling. 

The  bungling  mounted  in  August 
1989  when  Congress  passed  the  hor- 
ribly misnamed  Financial  Institutions 
Reform,  Recovery  &  Enforcement 
Act.  firrea  ordered  the  country's  sav- 
ings and  loans  to  sell  all  their  junk 
bonds  by  1994.  Never  mind  the  price. 
Just  dump  them.  Dump  they  did. 
True,  in  theory  they  had  until  July  1, 
1994,  but  there  was  no  point  in  wait- 
ing: Other  regulations  forced  the 
thrifts  to  mark  the  junk  to  market, 
which  meant  they  had  to  take  a  hit 
whether  they  sold  the  bonds  or  not. 
So  they  sold.  Moreover,  the  regula- 
tors all  but  prohibited  commercial 
banks  from  accepting  junk  bonds  as 
collateral,  and  insurance  companies 
from  acquiring  large  amounts  of  junk 
bond  holdings,  further  depressing  the 
bonds'  market  prices. 

By  forcing  busted  s&ls  to  dump 
junk  bonds  in  a  panicked  market, 
Congress  cost  the  taxpayers  billions  of 
dollars  and  more  or  less  guaranteed 


huge  profits  for  well-heeled  bargain 
hunters.  Wall  Street  loved  it.  The 
investment  houses  were  like  pigs  roll- 
ing in  manure.  They  bought  and  put 
into  inventory  billions  of  dollars  of 
face  value  in  junk  bonds,  paying  20 
cents,  30  cents  on  the  dollar.  When 
the  market  turned  in  1991,  the  big 
Wall  Street  houses  made  billions  off 
their  junk  bond  holdings. 

But  in  our  story  it's  still  1989  and 
the  panic  was  on,  fed  by  media  reports 
predicting  massive  defaults.  Den  of 
Thieves,  portraying  Michael  Milken  as 
the  Great  Satan,  was  soon  to  become  a 
runaway  bestseller.  The  media  love  a 
good  panic  story;  at  the  same  time, 
print  and  broadcast  media  were  glee- 
fully predicting  massive  bank  failures 
when  real  estate  turned  down. 

Because  it  had  to  mark  many  of  its 
junk  bonds  to  market,  First  Executive 
was  forced  to  report  a  huge  $776 
million  loss  for  1989.  As  news  of  the 
loss  spread,  policyholders  panicked. 
By  the  end  of  1990  they  had  surren- 
dered over  $3  billion  worth  of  poli- 
cies. Remarkably,  First  Executive  had 
enough  cash,  high-grade  investments 
and  good -quality  junk  bonds  to  sell  to 


meet  this  massive  run. 

Enter  John  Garamendi,  who  had 
been  building  his  political  career  as  a 
protector  of  the  consumer  against  big 
business.  In  1988  California's  voters 
made  the  position  of  insurance  com- 
missioner an  elected  office.  Gara- 
mendi ran  for  it  and,  in  November 
1990,  won.  It  wasn't  a  glamorous 
position,  but  it  did  offer  possibilities 
for  an  ambitious  pol. 

Carr  was  beginning  to  breathe  a 
little  easier  as  Garamendi  took  office 
on  Jan.  7, 1991.  The  junk  market  had 
bounced  from  its  lows  (see  chart,  p. 
74).  Better  yet,  policyholder  surren- 
ders were  subsiding.  The  majority  of 
policies  still  on  Executive  Life's  books 
were  more  or  less  locked  in — over  half 
by  legal  contract,  others  for  health 
and  tax  reasons.  Not  that  the  remain- 
ing policyholders  were  happy;  many 
of  them  were  kicking  themselves  for 
opting  for  high  returns  without  con- 
sidering the  risks. 

With  Executive  Life's  reputation 
badly  sullied  and  with  most  of  its 
remaining  assets  in  junk  bonds,  Fred 
Carr  sought  a  partner  with  fresh  capi- 
tal. By  the  end  of  1990  Carr  had  the 
makings  of  a  deal:  The  Hartford 
Insurance  Co.  would  buy  Executive 
Life's  160,000  whole  life  contracts 
(almost  half  the  company's  individ- 
ual policies),  and  Leon  Black  and  his 
French  clients — led  by  Altus  Fi- 
nance, a  unit  of  Credit  Lyonnais — 
would  buy  some  of  Executive  Life's 
junk  bonds. 

On  Apr.  4,  1991  John  P.  Ginnetti, 
senior  vice  president  at  the  Hartford, 
presented  the  Carr/Hartford/Black 
recapitalization  plan  to  Garamendi. 
Garamendi  never  replied. 

Why?  We  can  only  surmise.  Gara- 
mendi's  office  says  the  bid  was  incom- 
plete. Certainly  the  Hartford  deal 
would  have  deprived  Garamendi  of 
the  headlines  he  garnered  from  seiz- 
ing Executive  Life.  Jerry  Schwartz, 
head  of  Windsor  Insurance  Asso- 
ciates, an  agent  marketing  group  once 
affiliated  with  Executive  Life,  puts  it 
this  way:  "If  the  Hartford  transaction 
had  been  completed — if  Garamendi 
had  let  it  go  through — Executive  Life 
would  have  been  left  with  $1  billion 
of  realistically  surrenderable,  run-on- 
the-bank  policies.  But  Executive  Life 
was  sitting  with  $1  billion  in  cash, 
which  meant  thev  could  have  handled 
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the  full  $1  billion  run  and  then  [the 
run]  would  have  been  over." 

Garamendi's  silence  was  not  bad 
for  Leon  Black  and  his  French 
friends.  Black  knew  that  Executive 
Life's  portfolio,  though  theoretically 
under  water,  contained  much  pure 
gold.  Who  would  know  that  better 
than  he,  who  had  structured  many  of 
the  deals? 

Black  had  a  strong  card  in  his  hand. 
Few  established  U.S.  financial  insti- 
tutions would  dare  attempt  a  deal  for 
a  portfolio  loaded  with  junk  bonds; 
the  regulators  had  labeled  the  whole 
category  toxic  waste  and  made  it  un- 
attractive to  make  loans  on  it.  But 
Black  had  financial  backing  from  a  big 
French  bank,  Credit  Lyonnais.  In  the 
end  Black  got  his  prize  without  hav- 
ing to  negotiate  with  Fred  Carr.  John 
Garamendi  handed  him  the  prize. 

Here's  what  happened:  Price  Wa- 
terhouse  was  closing  First  Executive's 
1990  books  in  early  1991.  The  losses 
were  subsiding,  but  as  a  final  step,  the 
auditors  called  to  ask  if  Garamendi 
intended  to  seize  Executive  Life. 
Garamendi  refused  to  answer  the  J 
auditors'  questions.  With  that  un-  | 
certainty  and  acutely  frightened  of  | 
possible  lawsuits,  the  auditors  re-  3 
fused  to  certify  the  report. 

It  was  likely  that  when  news  got 
out  that  Price  Waterhouse  had  re- 
fused to  certify,  much  of  the  $3 
billion  in  policies  that  were  still 
surrenderable  would  be  put  to 
First  Executive  for  redemption. 
Carr  had  no  choice.  He  announced 
that  he  expected  a  fresh  torrent  of 
policy  surrenders,  which  he  would 
not  be  able  to  meet. 

On  Apr.  11,  barely  100  days 
since  taking  office,  Garamendi 
seized  Executive  Life. 

Forbes  put  the  question  to 
Richard  Baum,  Garamendi's  prin- 
cipal deputy:  Why  did  Garamendi 
seize  Executive  Life  when  help  was 
on  the  way — especially  when  the 
junk  bond  market  was  already  re- 
covering nicely?  Baum  replied  with 
remarkable  candor  that  Fred  Carr's 
personality  and  reputation  were  in- 
separable from  Executive  Life's  fi- 
nancial condition.  "We  did  not 
trust  Carr,"  says  Baum.  "We  did 
not  have  confidence  that  he'd  be 
operating  in  the  best  interest  of  the 
policyholders." 


In  the  context  of  the  time  it  is  hard 
to  fault  Garamendi  for  wanting  Carr 
out  of  the  way.  Carr  is  a  smart  man, 
but  his  former  record  as  a  gunslinger 
and  self-promoter  scarcely  encour- 
aged public  trust.  The  public  was  in  a 
tizzy  about  junk  bonds  and  wanted 
blood.  Carr,  moreover,  was  hated  in 
the  insurance  industry  for  offering 
yields  that  more  conservative  compa- 
nies could  not  match. 

Yet  Black  had  been  a  principal  in 
Drexel  Burnham  and  a  leading  figure 
in  the  leveraging  of  U.S.  business. 
Was  he  a  more  sterling  figure  than 
Fred  Carr?  And  what  of  Credit  Lyon- 
nais, sinking  in  losses  and  now  embar- 
rassed by  huge  loans  to  shady  Italian 
financiers? 

This  much  is  certain:  No  sooner 
had  he  seized  the  company  than  Gara- 
mendi began  negotiating  the  sale  of 
Executive  Life's  junk  bonds  to  Leon 
Black,  Credit  Lyonnais  and  their 
French  partners. 

Let's  recap  the  score  here.  Execu- 
tive Life  owned  junk  bonds  with  a  face 


Apollo  Advisors'  Leon  Black 
Who  knew  the  gold  better  than  he? 


value  of  $6.1  billion.  Why  did  Black 
so  badly  want  these  particular  junk 
bonds?  Junk  was  a  $200  billion  mar- 
ket. Why  didn't  he  just  buy  all  the 
bonds  he  wanted  in  the  open  market? 
The  answer  is:  It  would  have  been 
impossible.  Had  Leon  Black,  Credit 
Lyonnais  or  anyone  else  tried  to  buy 
huge  quantities  of  junk  bonds  at  those 
depressed  market  prices,  they 
couldn't  have  gotten  them.  The  mar- 
ket was  extremely  thin  at  those  prices. 
Many  of  the  issuers  were  sound  and 
were  actually  buying  in  their  own 
bonds  at  luscious  discounts.  A  major 
buyer  would  have  caused  the  market 
to  spike  upwards. 

Sure,  some  of  the  bonds  in  Execu- 
tive Life's  portfolio  had  defaulted  or 
were  in  danger  of  default.  But  there 
were  solid  assets  behind  many  of 
them.  Whoever  owned  big  chunks  of 
the  bonds  could  dictate  reorganiza- 
tions favorable  to  their  interests. 

And  the  potential  fees,  oh,  those 
lovely  fees!  Black  knew  how  to  milk 
companies  for  fees  in  financial  reorga- 
nizations; he  hadn't  spent  13  years 
at  Drexel  Burnham  Lambert  for 
nothing.  Whoever  controlled  the 
debt  of  busted  companies  could 
decide  how  the  restructuring  was 
done.  At  a  conservative  estimate 
Leon  Black  and  his  firm  have 
squeezed  a  half- billion  dollars  in 
incentive  and  management  fees 
from  managing  bonds  in  the  Exec- 
utive Life  portfolio  and  from  other 
investments  he  made  for  the 
French. 

If  Garamendi  didn't  know  the 
portfolio  as  well  as  Black  did,  he 
still  must  have  known  it  was  worth 
more  than  its  theoretical  value  in  a 
thin  public  market.  But  he  was 
determined  to  pose  as  a  man  who 
chased  the  junk  bondsters  from  the 
insurance  temple.  This  is  con- 
firmed by  Ralph  Schlosstein,  who 
advised  Garamendi  on  behalf  of 
New  York's  Blackstone  Group. 

In  selling  the  bonds  as  a  block  at 
depressed  prices,  Garamendi  ig- 
nored advice  from  the  Blackstone 
Group.  It  had  recommended  feed- 
ing the  bonds  into  the  market 
gradually  or  selling  them  back  to 
the  issuers  with  premiums  for  the 
big  blocks.  The  junk  bond  market 
had  bottomed,  and  there  was  plen- 
ty of  interest  in  pieces  of  the  port- 
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Feb.  13,  1990 

Drexel  Burnham 
files  for  bankruptcy. 
Leon  Black  looks 
for  new  work.  


Jan.  7,  1991 

John  Garamendi  assumes  office 
as  California's  first  elected 
insurance  commissioner. 
Black's  group  negotiating  to  buy 
Executive  Life's  junk  bonds.  — 


Apr.  11,  1991 

Garamendi  seizes 
Executive  Life.  — 


Nov.  14,  1991 

With  backing  from  Credit  Lyonnais,  Leon 
Black  and  French  clients  win  approval  to 
buy  Executive  Life  for  $3  5  billion. 


Oct.  13,  1989 


1/80 


Junk  bond  market  plunges  after  UAL 
Corp.  fails  to  get  buyout  financing. 


Aug.  4,  1989 

Congress  passes  Financial 
Institutions  Reform  &  Recovery 
Enforcement  Act.  forcing  S&Ls  to 
dump  their  junk  bonds 


1/82  1/84 


Mar.  3,  1992 

Black  group  finally  pays  for 
Executive  Life's  (much 
appreciated)  bonds. 


Mar.  22,  1993 


California  court  rules 
Garamendi's  rehabilitation  of 
Executive  Life  illegal. 


After  a  powerful 
advance  during  the 
1980s,  the  junk 
bond  market  sank 
for  several 
months  after  Octo- 
ber 1989, and 
then  resumed  its 
steep  ascent. 
With  financing 
from  France's 
Credit  Lyonnais, 
Leon  Black  was  a 
big  buyer  near  the 
bottom.  Califor- 
nia Insurance 
Commissioner 
John  Garamendi 
was  an  equally  big 
seller. 
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folio.  Among  the  well-heeled  inves- 
tors who  looked  at  Executive  Life's 
bonds  were  Richard  Rainwater,  Fort 
Worth's  billionaire  Bass  brothers  and 
music  centimillionaire  David  Geffen. 

But  Garamendi  ignored  his  finan- 
cial advisers  and  decided  to  sell  the 
bonds  and  the  insurance  company  as  a 
package — with  the  proviso  that  the 
buyer  would  keep  the  bonds  and  re- 
capitalize the  insurance  company  with 
more  conservative  assets.  Garamendi 
could  thus  claim  he  had  cleansed  the 
portfolio  of  that  terrible  stuff,  render- 
ing the  portfolio  fit  for  widows  and 
orphans. 

In  August  Black  presented  Altus 
Finance's  first  bid  to  Garamendi: 
$3  billion.  This  was  $2.7  billion  for 
the  junk  bonds  and  $300  million  in 
fresh  capital  for  the  insurance  oper- 
ation. Garamendi,  naturally,  solic- 
ited other  bids. 

But  alone  among  bidders,  Black 
knew  precisely  what  assets  and  cash 
flow  stood  behind  the  424  compa- 
nies whose  junk  bonds  were  in 
Executive  Life's  portfolio.  Other 
bidders  suspected  there  was  gold 
there;  Black  knew  it,  and  knew 
where  die  gold  was.  He  knew  the 
underlying  companies — their  as- 
sets, people,  products,  markets — 
intimately.  He  had  negotiated  with 
Carr  for  months  and  had  done 
extensive  due  diligence  on  Execu- 
tive Life's  hard-to-comprehend  in- 


surance operations.  Black  could  bid 
with  confidence. 

Garamendi  demanded  competing 
bids  within  60  days — not  much  time 
to  line  up  foreign  financing,  research 
424  companies  and  decipher  Execu- 
tive Life's  complex  insurance  opera- 
tions. Nevertheless,  there  were  other 
serious  bids.  One  was  from  Warren 
Hellman's  Hellman  &  Friedman,  a 
San  Francisco  investment  firm 
(Forbks,  Oct.  14,  1991).  The  other 
was  from  the  National  Organization 
of  Life  &  Health  Guarantee  Associa- 
tions, an  umbrella  group  of  state 


First  Executive's  Fred  Carr 
Remarkably,  he  met  the  first  run. 


guarantee  organizations,  nolhga 
was  already  generally  obliged  to  make 
good  claims  of  up  to  $100,000  from 
Executive  Life's  policyholders.  By 
taking  over  the  junk,  nolhga  could 
liquidate  it  at  its  leisure  and  easily  end 
up  with  higher  returns  for  the  policy- 
holders. 

Now  came  what  in  retrospect  looks 
like  a  bit  of  theater.  From  the  three 
bids  Garamendi  chose  nolhga's.  But 
the  acceptance  had  a  string  attached. 
Garamendi  sought  guarantees  that 
the  insurance  companies  behind 
nolhga  would  cover  any  liabilities — 
and  claimed  that  the  association 
didn't  meet  this  condition  to  his 
satisfaction. 

Informed  that  nolhga  could 
not  come  up  with  the  $1  billion 
guarantee,  on  Nov.  7,  1991  Gara- 
mendi rejected  nolhga's  bid  and 
gave  Black  and  Warren  Hellman 
seven  days  to  submit  their  final 
bids. 

On  the  first  bidding  Leon  Black 
had  bid  $3  billion,  including  $2.7 
billion  for  the  junk  bonds  and 
$300  million  for  the  insurance  op- 
erations. Warren  Hellman  had  bid 
$300  million,  intending  to  leave 
the  junk  bonds  in  the  company. 
Black  raised  his  offer  bv  $500  mil- 
lion. On  Nov.  14,  1991  Gara- 
mendi accepted  Leon  Black's 
French-financed  offer. 

How  did  Executive  Life  policy- 
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Under  California  law, 
neither  banks  nor  govern- 
ments may  control  insur- 
ance companies.  Under  U.S. 
law,  banks  may  not  control 
industrial  companies. 

How  is  it  that  Credit 
Lyonnais,  the  $335  billion 
(assets)  bank  that  is  52% 
owned  by  the  French  gov- 
ernment, came  to  control 
Aurora  National  Life  As- 
surance Co.,  formerly  Ex- 
ecutive Life,  a  California  in- 
surance company? 

The  answer:  Leon 
Black  and  Credit  Lyonnais 
have  clever  lawyers.  Au- 
rora is  owned  by  a  recently 
formed  holding  compa- 
ny, New  California  Life 
Holdings.  Who  owns 
New  California?  Nominal- 
ly, the  owners  are  French, 
Swiss  and  American  inves- 
tors, Eli  Broad's  Sun- 
America  among  them. 

But  pierce  the  owner- 
ship veil,  and  Credit  Lyon- 
nais controls  at  least  two- 


thirds  of  Aurora  through 
loans  to  the  investors. 

How  did  Black  and 
Credit  Lyonnais  get  around 
U.S.  laws  forbidding 
banks  to  control  industrial 
companies?  They  put 
bonds  that  could  be 
deemed  to  control  com- 
panies— some  $1.6  billion 
worth — into  a  new  outfit 
called  Artemis.  Who  owns 
Artemis?  A  Credit  Lyon- 
nais subsidiary,  Altus  Fi- 
nance, owns  19.7%;  a 
French  company,  Finan- 
ciere  Pinault,  owns  75%. 
According  to  French  press 
reports,  Pinault  is  highly 
leveraged  and  Credit  Lyon- 
nais is  a  major  creditor. 
And  an  equity  owner: 
Something  called  Clinvest 
owns  11%  of  Pinault.  Clin- 
vest is  another  Credit  Ly- 
onnais division.  Does  Cred- 
it Lyonnais  control  the 
junk  bonds  Artemis  nomi- 
nally owns?  You  be  the 
judge.  -E.W.  M 


lolders  fare?  Most  claims  of  up  to 
SI 00,000  would  be  covered  by 
viOLHGA  no  matter  who  won.  In  the 
Slack  deal  the  policyholders  got  91 
:ents  on  their  policy  liability  dollars — 
>lus  a  small  piece  of  any  profits  from 
lie  insurance  company's  operations. 

Hellman's  bid  worked  out  to  only 
55  cents  on  the  policy  dollar,  but 
-iellman  would  have  given  the  policy- 
lolders  a  much  bigger  share — around 
10% — of  the  profits  from  selling  off 
he  junk  bonds.  Hellman  planned  to 
eave  the  bonds  in  the  company  and 
iquidate  them  slowly,  as  opposed  to 
Slack's  plan  to  take  the  bonds  out  of 
ixecutive  Life  and  put  them  in  Altus. 
n  short,  Hellman  proposed  putting 
n  less  cash  than  Black  offered,  but  his 
)ffer  would  certainly  have  been  worth 
nuch  more  to  policyholders. 

Garamendi's  apologists  argue  that 
10  one  then  knew  for  sure  the  junk 
narket  would  come  back  and  that, 
herefore,  a  91 -cent  guarantee  was 
vorth  more  than  an  85-cent  guaran- 
ee.  To  a  layman  that  sounds  convinc- 
ng.  To  anyone  who  understands 
narkets  it  doesn't. 

Compare  Garamendi's  dump- 
hem  approach  to  the  Resolution 
[rust  Corp.'s  way  of  dealing  with 
Link  bonds  seized  from  busted 
hrifts.  Since  1990  the  rtc  has  had  to 
lispose  of  $8.2  billion  in  junk  bonds. 
Jy  selling  the  bonds  piecemeal  to 
>ver  100  buyers,  the  rtc  was  able  to 
;et  an  average  recovery  of  68  cents 
>n  the  dollar,  compared  with  the  50- 
ent  average  Garamendi  got  from 
Slack.  Nor  can  Garamendi  argue  that 
TC's  junk  was  better  stuff  than  Exec- 
itive  Life's.  "We  had  some  of  the 
rappiest  bonds  in  America,"  says 
Lric  Alini,  director  of  capital  markets 
or  the  rtc.  "However,  we  always 
lid  better  selling  smaller  pieces  and 
llowing  more  players  into  the  bid- 
ling.  Large  bulk  sales  penalized 
mailer  players  and  almost  always 
nade  prices  lower." 

The  game  isn't  quite  over.  Gara- 
nendi  garnered  headlines  with  his 
eizure  and  prompt  disposal.  But  the 
leal  is  turning  sour  for  him  now. 
disgruntled  policyholders  claim  that 
•y  the  time  Altus  wrote  its  $3.25 
Million  check  for  the  junk  bond  port- 
olio,  the  market  had  recovered  and 
Executive  Life's  portfolio  had  in- 
reased  in  market  value  by  $800 


million. 

Who  owns  the  $800  million  in 
profits  that  accrued  even  before  the 
deal  was  paid  for?  Several  groups  of 
policyholders  are  currently  in  the  Cal- 
ifornia Court  of  Appeal  asking  the 
court  to  make  Altus  pay  it  to  policy- 
holders. 

Garamendi  has  other  problems.  In 
his  haste  to  get  the  deal  done  and  thus 
look  decisive,  he  tried  to  reduce  the 
scale  of  Executive  Life's  liabilities  by 
ruling  that  the  holders  of  guaranteed 
investment  contracts  that  back  mu- 
nicipal bonds  were  junior  creditors, 
not  policyholders  qualified  to  benefit 
from  the  settlement  worked  out  with 
Black  and  the  French.  The  face  value 
of  these  policies  was  $1.9  billion. 
Under  Garamendi's  plan,  as  junior 
creditors  these  policyholders  would 
have  been  wiped  out. 

In  1991  the  excluded  group  went 
to  court  demanding  recognition  as 
policyholders.  In  November  1992  the 
California  Court  of  Appeal  agreed 
and  ruled  against  Garamendi. 

Then,  last  March,  the  court  ruled 


that  Garamendi's  rehabilitation  plan 
for  Executive  Life  was  illegal.  The 
other  shoe  quickly  dropped.  From  the 
beginning  Garamendi  had  insisted 
that  he  was  selling  Executive  Life  as  a 
single  package — bidders  had  to  bid  for 
the  insurance  operation  and  die  in- 
vestment portfolio.  But  once  the 
Court  of  Appeal  ruled  that  the  reha- 
bilitation of  the  insurance  operation 
was  illegal,  several  lawsuits  were  filed 
claiming  that  this  voided  the  entire 
transaction — and  demanding  that 
Black  and  the  French  give  the  profits 
back  to  Executive  Life's  policyholders. 

Garamendi's  publicity  coup  con- 
tinues to  sour  on  him.  In  April  1993 
he  argued  to  the  court  that  he  was 
permitted  to  sever  the  sale  of  Execu- 
tive Life's  insurance  operation  from 
the  sale  of  the  junk  bond  portfolio.  In 
other  words  he  allowed  the  Black 
group  to  buy  the  junk  bonds  even  if 
the  insurance  company  part  of  the 
purchase  didn't  go  through. 

"This  was  stunning,"  says  Mau- 
reen Marr,  former  director  of  the 
Action  Network  for  the  Victims  of 


orbes  ■  March  14,  1994 


75 


John  Garamendi 


Executive  Life  (Anvel),  an  informa- 
tion clearinghouse  for  policyholders, 
"because  it  showed  there  never  was  a 
package  deal." 

John  Garamendi  still  hopes  to  win 
the  Democratic  nomination  to  run 
against  Pete  Wilson  in  California's 
gubernatorial  race  in  1996.  He's  try- 
ing desperately  to  keep  the  Executive 
Life  deal  from  unraveling.  He  has 
gone  to  such  considerable  lengths  to 
stifle  critics  that  the  southern  Cali- 
fornia chapter  of  the  American  Civil 
Liberties  Union  has  recently  at- 
tacked Garamendi.  It  accused  him  of 
stifling  criticism  of  the  plan  by  threat- 
ening policyholders  with  lower  re- 


coveries. 

But  whatever  happens  to  Gara- 
mendi, Leon  Black  and  his  Erench 
friends  are  currently  sitting  pretty, 
their  possession  and  disposal  of  junk  a 
fait  accompli,  and  with  Garamendi's 
waiver  in  their  pockets. 

Black's  company  is  called  Apollo 
Advisors.  Apollo  is  estimated  to  have 
reaped  almost  $300  million  in  fees 
from  the  companies  in  the  junk  port- 
folio. Altus,  the  subsidiary  of  Credit 
Lyonnais,  owns  the  junk  bonds,  but 
Apollo  manages  them.  Black's  com- 
pany gets  15%  or  so  of  the  profit  after 
Altus  earns  8%  on  its  investment. 
Meanwhile,  many  of  the  old  Exec  Life 


junk  bonds  have  paid  off  or  have  been 
converted  into  new  securities.  Black 
has  taken  control  of  many  of  the 
companies  and  used  the  proceeds 
from  other  bonds  to  make  yet  more 
investments.  For  a  look  at  the  busi- 
ness empire  Leon  Black  has  assem- 
bled, see  the  following  story. 

While  some  of  the  facts  may  be 
murky,  the  moral  in  this  messy  situa- 
tion is  quite  clear:  a)  When  politicians 
try  to  fix  things,  they  more  often  than 
not  make  them  worse,  and  b)  Their 
bumbling  actions  often  create  finan- 
cial opportunities  that  are  hidden 
from  most  people  but  are  there  for 
people  who  know  the  ropes.  MB 


Who  paid? 


DON'T  TRY  TELLING  Hel- 
en McGrath,  a  resident  of 
Concord,  Calif.,  that 
John  Garamendi  got  a 
good  deal  for  Executive 
Life's  policyholders. 
McGrath,  63,  is  one  of 
thousands  of  tort  plaintiffs 
who  settled  claims  by  tak- 
ing Executive  Life  annuities 
in  lieu  of  cash.  Since  Ga- 
ramendi seized  Executive 
Life  and  later  handed  it  to 
Leon  Black  and  his  Erench 
backers,  she  and  other  an- 
nuitants have  had  benefits 
slashed — by  up  to  50%. 

Garamendi  has  boast- 
ed that  92%  of  Executive 
Life  policyholders  will  be 
made  whole.  McGrath  is 
among  the  unlucky  8%. 
Money  that  might  have 
gone  to  her  has  ended  up 
instead  in  Black's  pockets 
and  those  of  his  partners. 

Terry  Carter  is  another 
Executive  Life  payee  who 
has  fared  poorly.  Carter's 
son's  birth  was  allegedly 
botched  at  a  U.S.  military 
hospital  in  1980.  As  part  of 
a  settlement  with  her,  the 
government  paid 
$513,889  for  an  Execu- 
tive Life  annuity.  Relative 
to  other  products  then  on 
the  market,  the  annuity  was 


generous,  with  a  monthly 
benefit  starting  at  about 
$4,000  in  1984  and  esca- 
lating 3%  annually. 

But  when  Garamendi 
seized  Executive  Life  in 
April  1991,  Carter's 
checks  were  immediately 
chopped  by  30%.  She  re- 
ceived hardship  payments 
to  tide  her  ewer,  but  it 
now  turns  out  that  Gara- 
mendi structured  those 
"payments"  as  advances 
against  Carter's  future 
annuity  payments — ad- 
vances that  Carter  must 
repay  with  interest. 

By  last  November  Car- 
ter's monthly  benefit, 
which  had  grown  with 
the  escalator  clause  to 
$5,478,  was  cut  in  half  to 
$2,739.  She  chose  to  trade 
in  that  reduced  benefit 
for  a  lump  sum  cash  pay- 
ment of  $272,478. 

Plaintiffs'  lawyers  liked 
putting  their  clients  into 
Executive  Life's  annu- 
ities. Why?  It  was  easier  to 
negotiate  settlements — 
and  collect  fees.  Executive 
Life's  junk-bond -backed 
policies  paid  higher  returns 
than  did  competing  an- 
nuities. This  meant  the 
same  premium  would 
buy  a  bigger  benefit  from 
Executive  Life.  So  plain- 
tiffs' lawvers  could  claim 


they  delivered  clients 
more  bang  for  the  buck. 

Say  a  lawyer  could  con- 
vince an  insurance  compa- 
ny to  settle  a  case  for 
$100,000.  Plaintiff  lawyers 
typically  take  33%  of 
whatever  they  win,  or  in 
this  case,  $33,000.  An- 
other $1 7,000  might  go  to 
the  plaintiff  to  cover,  say, 
immediate  medical  costs, 
and  the  rest,  $50,000, 
would  go  to  purchase  an 
annuity  that  would  pay  • 
maybe  $250,000  over  the 
plaintiffs  lifetime. 

If  a  client  asked  about 
risk  in  Executive  Life  annu- 
ities, the  lawyer  could 
have  said — at  least  until 
January  1990 — that  Ex- 


The  Watsons  and 
six  of  their  children 
Daughter  Katie's 
benefits  have  been 
cut  in  half. 


ecutive  Life  was  rated  AAA 
by  Standard  8c  Poor's. 

Vincent  and  Susan 
Watson  accepted  an  Execu- 
tive Life  annuity  as  setde- 
ment  from  a  Phoenix  hos- 
pital where  one  of  their 
their  children  allegedly  suf- 
fered brain  damage.  They 
are  now  receiving  just  46% 
of  the  original  benefits, 
although  they  may  later  get 
a  boost  from  a  $20  mil- 
lion pot  Garamendi  set 
aside  for  tort  annuitants. 

Had  Executive  Life 
held  on  to  its  junk  bond 
portfolio — or  liquidated 
it  slowly — all  these  annu- 
itants might  well  be 
better  off  today. 

-Carolyn  T.  Geer  wm 
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i  handling.  We  understand. 
:  check  your  doubts  at  the 
ilership  door.  A  vibration- 
ing  balance  shaft  and  glass- 
?d  polymer  rocker  covers  quiet 
lr  fears.  Independent  front 
pension,  a  shock-mounted 
>,  and  throne-like  seating  do 


the  rest.  And  finally,  the  coups  de 
grace  -  Sierra's  available  V8  power 
and  commanding  view  of  the 
road  make  it  decidely  uncar-like. 
When  you  look  into  your  next 
thick,  or  maybe  your  first  truck, 
don't  compromise.  Get  the  strength 
only  GMC  Truck  can  deliver.  And 


get  the  road  manners  that,  until 
now,  have  eluded  you.  To  learn  . 
more  about  the  GMC  Sierra  call 
1-8Q0-GMC-TRUCK. 
OFFICIAL  SPONSOR  %V,^ 

GM/GMC.  GMC  Truck.  Sierra  and  the  GMC  Truck  logo 
are  registered  trademarks  of  General  Motors  Cprporation. 


&  1001  GM  Corp 


.'  All  Rights  Reserved.  CM  :  OKI  #4 
Buckle  up.  America'  .  ~ ~  w  Wj^fP* 


mil/hack  time 


There's  nothing  like  the 
distinct  sound  of  money 
pouring  out  of  your 
phone  system.  ^4 
And  right  into 
your  company's 
pockets.  Have 
you  heard  it  lately? 
Probably  not.  After  all, 
most  phone  systems  are 
viewed  as  merely  an  expense. 

But  a  ROLM  phone  system  can  actually 

Ohelp  your  company  make  more 
money.  It  can  also  make  vou 
a  lot  more  productive  and  give 
you  a  nice,  healthy  return  on 
your  investment. 

Just  look  at  what  we  did  for 
C.R.  England  &  Sons,  a  national  trucking 
firm.  They  were  losing  almost  30%  of  their 
incoming  calls  before  they  could  answer  them. 

Q1994  HOLM 


ROLM  is  part  of  the 
Siemens  family,  the 
world's  largest  pnvate 
communicator!  systems 
manufacturer  Siemens 
has  helped  businesses 
run  more  efficiently 
for  over  1 40  years. 


Ik  So  they  installed 
a  ROLM  telephone 
system.  Since  then, 
they've  been  able  to 
reduce  their  lost  calls 
from  30%  to  1%.  And  they 
onverted  all  those  hang-ups 
to  orders.  Sales.  Cash.  Dough. 
Five  Cherries.  Almost  $100,000 
per  month  to  be  exact. 
That's  a  heck  of  a  lot  of  silver  dollars. 
If  you'd  like  to  find  out  how  to  improve 
your  company's  bottom  line  and  serve  your 
customers  better,  give  us  a  call.  We'll  send  vou 
a  free  booklet  called  tt101  Ways  To  Make  Or 
Save  Money  With  Your  Phone  System." 
It's  easier  than  making  monev  in  Vegas. 


A  Siemens  Company 

1-800-R0LM-123  ext.  F2 


Leon  Black  made  his  name  showing  companies  how  to 
everage  their  balance  sheets.  He's  making  a  fortune 
turning  that  leverage  to  his  own  advantage. 

Hocus-pocus 


8y  Matthew  Schifrin  and  Riva  Atlas 

5 very  time  Leon  Black  sees  someone 
vearing  a  Perry  Ellis  dress  shirt,  he 
nust  utter  a  silent  thank-you  to  Cali- 
fornia Insurance  Commissioner  John 
jaramendi. 

Black,  his  Apollo  Advisors  and 
Credit  Lyonnais  currently  own  41%  of 
^ew  York  City- based  Salant  Corp. 
ialant  is  the  $400  million  (sales)  mak- 
:r  of  apparel  under  brand 
lames  like  Perry  Ellis  and 
ohn  Henry.  Salant  is  a 
)rofitable  company,  but  it 
vent  bust  in  1990  be- 
:ause  of  operating  prob- 
ems  and  an  overleveraged 
>alance  sheet.  In  the  Ex- 
:cutive  Life  portfolio 
jaramendi  sold  to  Black 
n  December  1991  were 
!19  million  face  amount 
>f  Salant  bonds.  In  default 
t  the  time,  they  were 
hen  quoted  at  just  18 
ents  on  the  dollar,  about 
>3.5  million  for  the  lot. 

Black  and  his  friends 
dded  to  their  position 
nd  then  swapped  the  i^HM 
tusted  bonds  for  stock 
vhen  the  company  emerged  from 
>ankruptcy  last  September.  The  orig- 
nal  bonds  are  worth  $15  million — 
nore  than  quadrupling  their  money. 

Llad  Black  worked  wonders  with 
he  company?  No.  As  a  business,  Sa- 
int isn't  very  different  than  when 
Hack  bought  it.  Black's  background 
>  in  dealmaking,  not  running  a  busi- 
less.  What  he  can  do  is  parse  a  capital 
tructure  to  his  own  advantage. 

Come  April,  Black  and  his  backers 
hould  get  another  windfall.  Mayfield 
ieights,  Ohio-based  Cole  National 
Zorp.,  operator  of  mall-based  gift 
hops  and  optical  stores  with  sales  of 
iver  $400  million,  is  scheduled  to  go 
>ublic. 


Black  now  owns  39%  of  the  equity 
and  some  $50  million  in  Cole  Nation- 
al's bonds.  The  public  offering  will 
pay  off  the  bonds  and  should  bring 
the  total  value  of  Black's  investment 
to  $140  million.  Black's  estimated 
cost:  about  $90  million. 

The  Cole  and  Salant  deals  are  but 
two  among  hundreds  of  bond  issues 


Leon  Black 
A  new-boy 


and  his  team  of  dealmakers  at  Apollo  Advisors 
network. 


Black  and  his  French  backers  bought 
in  the  grab  bag  that  was  Executive 
Life's  junk  bond  portfolio.  They  paid 
roughly  50%  of  the  face  value  for  the 
$6  billion  in  bonds. 

From  the  grab  bag  the  42 -year-old 
Black  today  runs  a  group  of  partner- 
ships that  may  have  significant  inter- 
ests in  as  many  as  100  companies. 
Many  of  them  are  jewels.  Black 
wouldn't  talk  to  Forbes,  but  he  has 
left  a  paper  trail  that  makes  it  possible 
to  trace  the  outlines  of  what  may  well 
be  the  greatest  financial  coup  of  the 
1990s — a  gigantic  profit  reaped  from 
other  people's  misfortune  and  what 
looks  like  political  favoritism. 

Listed  on  page  83  are  just  37  of  the 


many  companies  involved.  The  com- 
bined revenue  of  the  37  companies  is 
more  than  $20  billion. 

Since  leaving  Drexel  Burnham, 
Black  has  attained  an  estimated  net 
worth  of  at  least  $250  million.  His 
fortune  is  growing  rapidly. 

Black's  good  fortune  started  in  the 
spring  of  1990,  just  after  the  junk 
bond  market  collapsed.  There  were 
screaming  bargains  all  around,  but 
the  public  was  panicked  and  many 
investors  lacked  any  inside  informa- 
tion as  to  what  many  of  the  junk  bond 
companies  were  really  worth.  Many 
financial  people  knew  there  were 
great  bargains  to  be  had,  but  financ- 
ing was  hard  to  come  by.  Congress, 
in  its  lack  of  wisdom,  had  ordered 
savings  and  loans  to  dump  their 
junk  bonds. 

With  about  a  dozen  other  former 
Drexel  bankers,  Black 
started  Apollo  and  an  affil- 
iated partnership  called 
Lion  Advisors.  Within  a 
few  months  the  Black 
group  had  raised  $1.3 
billion,  mostly  from 
Credit  Lyonnais,  the 
big  French-government- 
owned  bank.  They  began 
taking  large  stakes  in  dis- 
tressed junk  bond  issues. 
Then  Black  went  after  one 
of  the  biggest  single  de- 
positories of  junk:  Execu- 
tive Life  (see  preceding 
story). 

With  the  First  Execu- 
tive portfolio  came  great 
assets.  Take  Telemundo, 
the  $170  million  (sales) 
Spanish-language  television  network, 
which  claims  to  reach  85%  of  Hispanic 
households  in  the  U.S.  Telemundo 
went  bust,  not  because  it  wasn't  a 
good  business,  but  because  it  had 
taken  on  too  much  debt  after  finan- 
cier Saul  Steinberg  had  taken  it  pri- 
vate. When  the  company  emerges 
from  bankruptcy  this  summer,  Black 
will  have  used  his  ownership  of  Tele- 
mundo bonds  to  strip  control  of  the 
media  company  from  Steinberg. 

Apollo  owns  about  $122  million 
face  amount  of  Telemundo  bonds — 
most  of  them  rescued  from  the  Exec- 
utive Life  portfolio.  Apollo  probably 
paid  no  more  than  $83  million,  or  68 
cents  on  the  dollar,  for  its  stake.  To- 
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Leon  iSiacsc 

day  the  bonds,  plus  a  30%  stake  in  the 
company's  equity,  are  worth  $120 
million — a  profit  of  46%.  Apollo  will 
soon  become  Telemundo's  biggest 
shareholder. 

In  this  case,  Apollo  was  able  to  gain 
an  edge  over  the  junior  creditors  by 
lowballing  the  valuation  of  the  com- 
pany in  its  reorganization  plan.  Leon 
Black's  reorganization  values  the 
company  at  just  $170  million,  includ- 
ing $100  million  in  debt.  Only  25%  of 
the  equity  will  be  left  on  the  table  for 
junior  creditors.  Surprise!  Black  and 
Apollo  own  mostly  senior  bonds. 

However,  it  is  quite  obvious  that 
Telemundo  is  worth  a  lot  more  than 
$170  million.  At  current  prices  the 
defaulted  bonds  have  a  market  value 
of  $258  million.  Based  on  current 
bond  prices,  Telemundo's  new  stock 
is  valued  at  over  $  1 8  per  share,  not  the 
$7  a  share  Black  assigned  it. 

Lowball  valuations  are  a  common 
tactic  used  by  dealmakers  to  gain  con- 
trol of  Chapter  1 1  businesses.  Black  is 
a  genius  at  using  the  tactic.  He  used  it 
to  grab  control  of  E-II  Holdings 
(now  called  Astrum  International) 
from  Meshulam  Riklis.  Black's  E-II 
reorganization  plan  valued  ETI  stock 
at  $14.55  a  share;  Carl  Icahn,  holder 
of  the  junior  bonds,  argued  that  it  was 
worth  closer  to  $20  a  share. 

Black  prevailed,  and  today  his  50% 
stake  trades  on  the  pink  sheets  at  $24 
per  share,  nearly  double  his  $170 
million  cost. 

With  investments  like  these,  the 
value  of  the  Executive  Life  portfolio 
has  probably  appreciated  by  at  least 
$2  billion  in  two  years.  Add  in  an 
estimated  $500  million  in  incentive 
and  management  fees  since  1990,  and 
you  have  one  of  the  neatest  financial 
coups  in  a  decade.  As  the  preceding 
story  shows,  Leon  Black  owes  a  lot  to 
John  Garamendi. 

The  accompanying  table  gives  a 
rough  idea  of  how  extensive  Black's 
business  empire  has  become.  It  lists 
only  companies  where  Apollo  or  an 
affiliated  partnership  has  at  least  5% 
equity  ownership  or  has  a  large 
enough  stake  in  the  debt  to  have 
significant  influence  on  the  future  of 
the  company.  Absent  from  our  table 
are  companies  like  $2.7  billion  (sales) 
Food  4  Less  Supermarkets  and  $1.8 
billion  (sales)  Hills  Stores  Co.,  where 
Apollo  or  related  entities  have  under 


5%  of  the  equity.  Also  missing  are 
companies  Apollo  has  already  taken 
profits  in,  like  Olympia  &  York  Equi- 
ty, Uniroyal  Technology  and  Hanna- 
Barbera. 

Fewer  than  half  of  the  companies 
on  our  table  have  publicly  traded 
stock,  but  a  number  are  set  to  go 
public  this  year.  A  handful  of  the 
companies  were  not  owned  by  Execu- 
tive Life  but  are  new  investments, 
such  as  Empire  Kosher  Poultry. 

Now,  as  a  corporate  empire  build- 
er, Black  seems  to  be  focusing  on  two 
industries,  apparel  and  media. 

In  media,  Apollo  has  accumulated 
sizable  stakes  in  SCI  Television,  Gillett 
Holdings,  GACC  Holdings,  Tele- 
mundo, Cook  Inlet  Communica- 

Executive  Life's  portfo- 
lio has  appreciated  by  an 
estimated  $2  billion  in 
two  years.  Add  in  hun- 
dreds of  millions  in  fees 
to  Apollo,  and  you  have 
one  of  the  neatest  finan- 
cial coups  in  a  decade. 


tions,  New  York  Law  Publishing  and  a 
tiny  company  called  United  Interna- 
tional Holdings. 

Denver-based  United  Internation- 
al owns  and  manages  television  and 
cable  systems  in  places  like  the  Czech 
Republic,  Sweden,  Taiwan  and  Chile. 
Its  market  capitalization  recently  ex- 
ceeded $380  million,  more  than  dou- 
bling Apollo's  original  investment  to 
over  $70  million. 

Federal  law  prohibits  Apollo,  with 
its  French  shareholders,  from  owning 
more  than  20%  of  any  U.S.  broadcast- 
ing station.  Black  has  gotten  around 
the  rule.  Take  Apollo's  61%-owned 
Gillett,  owner  of  Vail  Mountain  ski 
resort  as  well  as  two  TV  stations.  Apol- 
lo has  sold  all  of  Gillett's  broadcast 
properties  to  a  separate  affiliate.  How- 
ever, Apollo  has  extended  so  much 
debt  to  the  affiliate  that  the  stations' 
equity  is  practically  worthless. 

Black  is  a  big  player  in  the  garment 
trade.  Besides  Salant,  Apollo  owns 
49%  of  Aris  Industries,  maker  of  pri- 
vate-label women's  sportswear, 
Members  Only  jackets  and  Perry  Ellis 
outerwear.  It  also  owns  big  stakes  in 
Cherokee  Inc.,  Interco  and  Astrum, 


as  well  as  apparel  retailers  Lamonts, 
OR.  Anthony's  and  Jos.  A.  Bank 
Clothiers. 

At  Drexel  Burnham,  Black  learned 
the  art  of  extracting  fees  from  captive 
clients.  He  hasn't  forgotten  what  he 
learned.  In  1993,  for  example,  In- 
terco paid  Apollo  $650,000  plus  ex- 
penses and  Gillett  paid  an  Apollo 
affiliate  $500,000.  During  the  reor- 
ganization of  $1.2  billion  Restaurant 
Enterprises  Group,  Apollo  shared  a 
$7  million  fee  with  another  share- 
holder and  they  are  set  to  reap  $1.2 
million  a  year  in  consulting  fees  from 
the  company. 

The  perks  of  corporate  stewardship 
don't  end  there.  Fees  from  corporate 
directorships  generate  at  least 
$120,000  a  year  for  Black's  32-year- 
old  brother-in-law,  Antony  Ressler, 
who  sits  on  at  least  six  boards  of 
various  Apollo  holdings.  Black  and  his 
partners  probably  hold  at  least  60 
directorships,  generating  well  over  $1 
million  annually. 

What  kind  of  a  boss  is  Leon  Black? 
Not  surprisingly,  the  chief  executives 
running  the  Apollo  companies  are 
rhapsodic  in  describing  him.  None 
more  so  than  Charles  Ramat,  chief 
executive  of  $190  million  (sales)  Aris 
Industries.  Ramat  has  strong  grounds 
for  gratitude.  Black  has  kept  him  on 
even  though  Ramat  was  the  man  who 
busted  Aris.  He  led  the  highly  lever- 
aged buyout  to  acquire  the  company 
in  1986.  The  company  expanded  rap- 
idly and  eventually  wound  up  in  bank- 
ruptcy. When  the  Black-controlled 
outfit  recently  emerged  from  Chapter 
11,  Ramat  got  to  keep  his  job  at 
$500,000  a  year  plus  bonus,  half  of 
the  stock  he  owned,  and  a  special 
$650,000  payment  contingent  upon 
the  effectiveness  of  the  reorganization 
plan  Apollo  was  backing. 

Controlling  these  companies  clear- 
ly confers  lots  of  patronage  on  the 
controllers.  When  Apollo's  41%- 
owned  Restaurant  Enterprises  was  re- 
cently looking  for  a  bank  to  provide  a 
$150  million  revolving  line  of  credit, 
it  hired  Credit  Lyonnais. 

John  Garamendi  isn't  looking  so 
good  these  days,  but  Leon  Black  is 
smiling  all  the  way  to  the  bank.  All  of 
which  goes  to  show  that  when  politi- 
cians do  dumb  things,  there  are  usual- 
ly a  few  people  around  who  manage  to 
profit  from  their  dumbness.  Hi 
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The  Black  empire 

Company                                         Location                        Business  Estimated  Estimated 

revenues  ownership* 
 ($mil)  

Cardinal  Health  Dublin,  Ohio  Wholesale  distributor  of  health  care  products  $6,000  9% 

Farley  Inc1  Chicago,  III  Holding  company— owns  16%  sta ke  i n  Fru it  of  the  Loom  1,800  debt 

Interco  St.  Louis,  Mo                       Furniture,  shoes  (Florsheim,  Converse,  Lane)  1,660  68 

Walter  Industries                                Tampa,  Fla                        Conglomerate— home  building,  mining,  building  materials  1,310  debt2 

Memorex  Telex  Dallas,  Tex                        Computer  peripherals  1,300  292 

Restaurant  Enterprises                           Irvine,  Calif                        Restaurants— Carrows,  Coco's,  Chi-Chi's,  El  Torito  1,200  41 

ftstrumlnc                                       Fisher  Island,  Fla                   Conglomerate— Samsonite,  McGregor,  Culligan  water  983  47 

Zale                                              Irving,  Tex                         Nation's  largest  jewelry  store  chain  942  14 

McCrory  Corp                                    New  York,  NY                      Discount  variety  stores  900  debt2 

Gillett  Holdings                                  Denver,  Colo                       Holding  company— Vail  Mountain  resort,  TV  stations,  beef  830  61 

Foamex  International                            East  Providence,  Rl                 Largest  carpeting  cushion  maker  in  North  America;  also  pillows  815  12 

ftM  International                                 Mt  Prospect,  III                     Newspaper  insertion  equipment,  supplies  graphics  market  535  35 

New  Valley  Corp                                 Upper  Saddle  River,  NJ               Domestic  and  international  financial  messaging  services  467  532 

Cole  National                                    Mayfield  Heights,  Ohio               2,000  retail  gift  and  vision  kiosks  (Things  Remembered)  430  39 

Sitano  Group                                    New  York,  NY                      Markets  apparel  to  mass  merchants  400  debt 

SalantCorp                                      New  York,  NY                      Owns  Denton  Mills,  licenses  Perry  Ellis,  John  Henry,  etc.  400  41 

C.R.  Anthony                                    Oklahoma  City,  Okla                 Discount  apparel  stores  in  Mid-  and  Southwest  300  7 

SCI  Television                                   Marietta,  Ga                       Television  stations  288  8 

Williamhouse  Regency                           New  York,  NY                      Makes  envelopes,  cards,  invitations  280  53 

Lamonts  Apparel                                 Bellevue,  Wash                     57  mall  apparel  stores  in  the  West  250  43 

Webcraft  Technologies                           North  Brunswick,  NJ                 Specialty  printer  of  catalog  and  magazine  inserts,  lottery  tickets  248  36 

CF  Income  Partners                              Los  Angeles,  Calif                  Owns  residential  and  commercial  properties  1974  50 

rVis  Industries                                   New  York,  NY                      Apparel  maker— Members  Only,  Perry  Ellis,  private  label  190  49 

relemundo  Group                                New  York,  NY                      International  Spanish-language  TV  network  170  302 

Buster  Brown  Apparel                            Chattanooga,  Tenn                  Makes  children's  apparel  160  45 

Cherokee  Inc                                     Sunland,  Calif                     Makes  casual  apparel  and  footwear  157  15 

Calton  Inc                                       Manalapan,  NJ                     Home  building,  residential  developer,  NJ,  Pa,  Fla  157  26 

)os.  A.  Bank  Clothiers                            Baltimore,  Md                      Specialty  and  catalog  retailer,  men's  apparel  150  debt 

SACC  Holdings                                  Cincinnati,  Ohio                    Broadcasting,  TV  stations  130  17 

Cherry  &  Webb                                   Attleboro,  Mass                     Chain  of  mall-based  women's  apparel  stores  110  50 

Empire  Kosher  Poultry                           Mifflintown,  Pa                     Markets  kosher  poultry  products  100  503 

Forum  Group                                    Indianapolis,  Ind                   Owns  and  operates  retirement  facilities  100  76 

Barth  &  Dreyfus                                  Los  Angeles,  Calif                  Fashion  kitchen  textiles,  hotpads,  etc.  85  15 

New  York  Law  Publishing                        New  York,  NY                      Publishes  New  York  Law  Journal,  National  Law  Journal  35  65 

Cook  Inlet  Communications                      Los  Angeles,  Calif                  Television  stations  30  debt 

R.N.Koch                                       Providence,  Rl                      Markets  fashion  costume  jewelry  20  debt 

United  International                             Denver,  Colo                       Owns  and  manages  TV  operating  systems  overseas  2  28 

'Stake  owned  by  Apollo  Advisors,  Lion  Advisors  or  affiliated  entities.    'Sales  are  those  of  Fruit  of  the  Loom.  Ownership  based  on  Apollo  holdings  of  convertible  debt 

in  Farley  Inc.    Ownership  based  on  current  or  projected  reorganization  or  restructuring  plan.    Ownership  stake  may  be  higher.  "Asset  value. 
Sources:  Companies;  court  filings;  Dabney  Resnick;  Defaulted  Bonds  Newsletter;  Dun  &  Bradstreet;  SEC  documents. 

son  Black  and  the  partnerships  he  manages  have  major  ownership  stakes  in  the  above  companies.  They  employ  tens  of  thousands 
F  workers  and  run  the  gamut  of  industries.  Many  have  recently  emerged  from  bankruptcy  and  could  appreciate  greatly  in  value. 
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hile  his  rivals  are  making  giant  deals  on  Wall  Street, 
Rupert  Murdoch  steals  a  march  on  them.  He's  putting 
together  the  first  truly  global  media  network. 

There  are  more 
Patels  out  there 
than  Smiths 

By  James  W.  Michaels  with  Nancy  Rotenier 


All  quake  day,  Jan.  17,  News  Corp. 
boss  Rupert  Murdoch  huddled  in  his 
Mercedes  coupe  on  the  Fox  studio 
lot.  The  telephones  were  out  at  both 
his  Beverly  Hills  home  and  Fox,  so  the 
car  with  its  cellular  phone  served  as  his 
office.  Business  couldn't  wait  on 
earthquakes.  Things  were  moving  fast 
in  the  global  media  village. 

Barry  Diller  and  Sumner  Redstone 
were  beating  each  other's  brains  out 
for  control  of  Paramount.  John  Ma- 
lone  had  combined  forces  with  Bell 
Atlantic's  Raymond  Smith  to  create 
the  world's  best- financed  multimedia 
giant.  Time  Warner  was  slowly  work- 
ing out  from  under  its  debt  load. 

With  his  rivals'  attention  thus  di- 
verted, Murdoch  has  grabbed  for  a 
prize  potentially  more  glittering:  a 
first  crack  at  2-billion-plus  teleview- 
ers in  China,  India  and  Southeast 
Asia. 

India.  Poor  but  growing  faster 
now,  850  million  people  going  on 
1  billion.  Already  250  million 
modestly  middle  class. 

"We  have  six  satellite  broadcast 
channels  in  India,"  Murdoch  told 
us  in  a  recent  interview.  "We've 
bought  2,000  Indian  movies;  we're 
going  to  be  starting  another  Hindi 
channel.  India's  got  the  brains  to 
catch  up.  In  Britain  there  are  more 
Patel  millionaires  than  there  are  Smith 
millionaires." 

Not  that  all  the  calls  on  his  car 
phone  were  welcome  that  morning. 
Doing  business  in  Asia  can  be  messy, 
['m  very  busy  trying  to  make 
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peace  with  the  Chinese  government," 
he  confessed.  "I  made  a  speech  in 
London,  announcing  all  our  new 
channels  in  Europe.  I  said  govern- 
ments can't  stop  news  getting  in,  it's 


the  end  of  authoritarian  government 
All  commonsense  cliches.  My  ene 
mies  in  China  immediately  frightened 
the  propaganda  ministry  into  consid 
ering  an  edict  saying  individuals  can't 
have  satellite  dishes." 

No  satellite  dishes,  no  access  to  the 
1  billion  Chinese  for  Star  Television 
the  Asia-directed,  Hong  Kong- based 
satellite  system  News  Corp.  bought 
last  year  for  $525  million.  But  in  the) 
long  run  not  even  a  totalitarian  gov 
eminent  can  control  the  airwaves. 

Murdoch:  "All  the  dishes  in  the) 
world  are  made  in  China!  Their  ow: 
figures  show  30  million  homes  ge 
our  channels — a  music  channel,  an 
old  Chinese  movie  channel.  .  .  . 

"China's  like  the  Industrial  Revo 
lution  in  Europe  200  years  ago." 

John  Malone  has  his  telephone 
company — like  owning  a  bank.  Sum- 
ner Redstone  won  Paramount.  Time 
Warner  has  all  those  cables.  Mur- 
doch's Fox  may  be  outmatched  in  the 
U.S.,  but  in  the  global  village  Fox 


Murdoch's 
Empire 


News  Corp.  today  spans 

most  of  the  globe. 

Diagram  identifies  major  properties. 

Television 

Fox  Broadcasting  Co. 

-     Los  Angeles,  1986  launch,  95%  of  homes 

M»   British  Sky  Broadcasting 

■   London,  50%  interest,  formed  1990,  40  million  homes' 


El  Canal  Fox 

Los  Angeles,  1993  launch, 


2  million  cable  homes 


Seven  Network 

Sydney,  15%  interest,  acquired  1993,  93%  of  population 
Star  Television 

Hong  Kong,  63.6%  interest,  acquired  1993,  42  million  homes 
Zee  TV 

Bombay,  49.9%  interest,  acquired  1993  by  Star,  25%  of  cable  homes 
Fox  Television  Stations 

Acquired  1986:  Chicago,  Dallas,  Houston,  Los  Angeles,  New  York, 

Salt  Lake  City  ,  Washington,  D.C.  Acquired  1993:  Atlanta,  24%  of  homes 


sulci  be  the  major  player. 

Murdoch:  "You  know,  global  com- 
mnications  are  going  to  happen.  It 
lay  just  be  people  in  Siberia  watching 
dynasty.  But  they're  going  to  see  how 
eople  live  in  other  countries." 

As  subsistence  economies  become 
kisumer  economies,  enormous  new 
larkets  develop,  markets  to  be  stimu- 
ited  by  advertising,  markets  that  will 
pnsume  more  and  more  standard - 
:ed  manufactured  entertainment, 
ut  does  News  Corp.  have  the  re- 
xirces  to  create  a  global  network? 

Murdoch:  "We're  not  talking  about 
illions.  We're  not  losing  any  money 
jn  Star],  you  know,  maybe  $20  mil- 
on  a  year.  I  met  a  man  recently  who 
'ants  to  take  our  service  in  Indonesia, 
le  guarantees  within  two  years  I'll  be 
Staking  $35  million  a  year  selling 
listing  programs  in  Indonesia." 

Thump!  Murdoch  brings  his  hand 
own  so  hard  on  the  table  the  dishes 
ittle.  The  gesture  was  unconscious. 
In  Indonesia  he  would  just  take  the 


stuff  that's  already  on  Star  TV  and  put 
it  down  where  he's  got  a  collection 
system." 

Thump!  again.  "We're  going  to 
start  charging  in  India.  Not  very 
much,  but  there  are  I  don't  know  how 
many  millions  of  customers.  The 
numbers  are  so  enormous  that  we'll 
reinvest  and  immediately  get  better 
programs." 

What  does  Murdoch  use  for  pro- 
grams in  the  meantime?  As  a  publisher 
of  tabloid  newspapers,  Murdoch 
knows  what  sells. 

Murdoch:  "The  one  thing  we  know 
will  be  popular  with  everybody  is 
sport.  So  we'll  carry  all  the  sport  in  the 
world.  We'll  find  some  Chinese  that 
we  can  get  to  compete  in  Asian  and 
eventually  World  games.  We  want  to 
start  building  a  basketball  league  in 
China  and  get  the  local  entrepreneurs 
to  back  teams.  Indians,  too.  They've 
got  cricket;  they'd  watch  it  all  night! 

"We  want  to  recycle  the  cash  flow 
into  programming.  And  put  in  stu- 


I  Filmed  Entertainment 

sth  Century  Fox,  LA.,  acquired  1985 

Newspapers 

/  Mail,  Adelaide,  acquired  1955 

I  Times,  Perth,  acquired  1955 

lily  Telegraph  Mirror,  Sydney, 

id:  Mirror,  I960;  Telegraph,  1972 

istralian,  national,  1954  launch 

if  the  World,  London,  acquired  1969 

in,  London,  1969  launch 

inday  Telegraph,  Sydney,  acquired  1972 

inday  Times,  London,  acquired  1981 

fries,  London,  acquired  1981 

Ivertiser,  Adelaide,  acquired  1987 

mrier-Mail,  Brisbane,  41.7%  interest, 
d  1987 

Sun,  Melbourne,  acquired  1987 
1  Herald  Sun,  Melbourne,  acquired  1987 
China  Morning  Post,  Hong  Kong, 

interest,  acquired  1987 

inday  Mail,  Brisbane,  41.7%  interest,  acqu 

London,  acquired  1987 


I  Magazines 
—J  and  Inserts 


TV  Guide,  New  York,  acquired  1988, 
14.2  million  weekly  circulation 
FSI  Division,  New  York,  acquired  1988, 
coupon  inserts  to  58  million  homes 
Pacific  Magazines  and  Printing, 
Hawthorne,  Australia,  45%  interest 


Book  publishing 

HarperCollins,  New  York,  London, 
Sydney.  Harper  &  Row  acquired  1987, 
merged  with  William  Collins  in  1989 


W  Other 

News  DataCom,  London,  1987  launch 
News  Electronic  Data,  Clifton,  N.J., 

1992  launch 

Delphi  Internet  Services, 

Cambridge,  Mass.,  acquired  1993 

ired  1987 


dios  in  Shanghai  or  whatever,  small 
ones  to  start.  Make  soap  operas  there. 
I  won't  try  to  import  a  lot  of  things 
from  Hong  Kong.  I'd  rather  get  into 
China  and  discover,  by  experimenta- 
tion, popular  programming. 

"And  in  the  meantime,  we're  mak- 
ing good  profits  now,  with  good  cash 
flow.  By  the  time  our  balance  sheet 
comes  out,  we'll  have  no  bank  debt,  I 
think  it's  down  to  almost  $800  mil- 
lion now."  Thump!  Thump! 

That  last  statement  should  be  reas- 
suring to  people  who  remember  how 
close  Murdoch  came  to  going  under 
in  1990,  after  he  borrowed  too  much 
short  term  and  overpaid  for  TV 
Guide.  But  there  are  subtler  ways  to 
achieve  ambitious  goals  than  throw- 
ing money  around. 

It  makes  sense.  His  strategy  has  two 
major  elements.  The  first  part  he  de- 
scribed above:  Get  a  head  start  in  the 
new  mass  markets  and  use  the  satellite 
distribution  to  bootstrap  into  pro- 
gramming creation.  The  second  part 
involves  overcoming  the  advantages 
his  cable-owning  rivals  have  over  Fox 
in  the  biggest  market  of  all,  the  U.S. 

Murdoch:  "If  you're  the  producer 
of  something,  to  guarantee  your  soft- 
ware gets  to  the  public,  you  need 
some    distribution   systems.  You 
can't  own  all  the  distribution;  but 
if  you  control  a  lot  of  distribu- 
tion in  Britain,  say,  and  in  one 
of  the  countries  in  Asia, 
that's  enough.  That  gives 
you    enough  leverage 
everywhere." 

Leverage?  Abso- 
lutely. If  competitors 
play  hardball  where 
they    control  the 
wires,  the  television 
stations,  the  distri- 
bution, you  can  play 
rough   where  you 
own   the  distribu- 
tion. You  don't  need 
to  match  them  cable 
for  cable,  station  for 
station,  in  every  single 
market. 
Murdoch:  "Right. 
The  bottleneck's  in  the 
U.S.,  because  the  cable 
companies  have  a  sort  of 
tollgate.  If  you  want  to  start  a 
new  cable  company,  they  [read 
lohn  Malone  and  Time  Warner] 
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Rupert  Murdoch 

will  make  life  very  difficult.  If  you  say 
to  them,  I  want  a  new  channel,  and  I 
want  you  to  pay  me  20  cents  a  month 
like  you  pay  somebody  else,  they  will 
mess  you  around  for  years. 

"But  if  you  can  say,  'You  want  your 
channels  on  in  London,  you  put  mine 
on  in  the  U.S.' — magic!" 

Thump!  The  dishes  rattle  again. 
Thump! 

"I'll  go  global,  and  try  and  use 
global  leverage.  That's  my  technique. 

"I'll  never  need  to  pay  $2,000  to 
$3,000  per  home  to  buy  cable  systems 
in  America.  It's  too  expensive.  I 
missed  that  train  20  years 
ago." 

Does  he  regret  missing 
that  train? 

Murdoch  ponders  the 
question.  Clearly  he  wishes 
he  had  cable  assets,  but  ca- 
ble could  possibly  become 
obsolete.  "There  are,"  he 
says,  "two  great  changes  in 
technology.  Fiber  is  one. 
But  compression  is  the  oth- 
er. With  the  spectrum  that 
we  have  for  a  channel  in 
New  York  today,  compres- 
sion could  give  us  six 
channels." 

But  will  the  cable  people 
persuade  Congress  to  pre- 
serve their  semimonopoly? 
They'll  tell  the  public  that 
splitting  the  spectrum 
would  require  them  to  buy 
new  sets.  HBHMI 

Murdoch:  "The  [cur- 
rent] proposal  is  that  the  k:<  will  give 
us  extra  spectrum  to  put  on  high 
definition  television.  But  high-defini- 
tion is  a  luxury.  Compared  with  the 
modern  television  set,  it's  not  that 
different.  Why  shouldn't  that  extra 
spectrum  be  given  to  me  or  you  or 
anyone  to  put  on  that  extra  number  of 
channels?" 

Thump! 

"If you  could  have  a  hundred  over- 
the-air  channels,  who  needs  cable? 

"The  over-the-air  channels  need 
not  be  free.  You  could  encrypt,  say, 
like  HBO,  if  you  wanted  to  charge  for 
it,  and  you  can  sell  people  little  un- 
scrambling systems." 

FORBES:  How  do  the  people  who 
invested  $2,000  a  pop  on  cable  pro- 
tect their  investment  when  this  mar- 
ket opens  up? 


Another  thump  and  a  grin.  "Oh,  it 
will  blow  them  away.  If  it  ever 
happens." 

What  about  home  shopping  via 
video? 

Murdoch:  "I'm  a  skeptic.  But  the 
Bell  Laboratories  tell  me  I'm  wrong.  I 
was  there  the  other  day,  and  they  told 
me  about  a  glove  [in  the  conceptual 
stage]  you  put  on  and,  with  infrared 
rays  from  your  TV  set,  you  can  feel  the 
texture  of  the  suit  they're  trying  to  sell 
you.  That's  pretty  impressive." 

FORBES:  Would  your  wife  shop 
via  video? 


Cambridge.  Mass. -based  Delphi  Internet  Services 
Giving  readers  and  viewers  a  chance  to  talk  back. 


Murdoch:  "Never!  But  .  .  .  maybe 
she'd  be  educated  to  it.  She'll  buy 
from  the  L.L.  Bean  catalog.  Not  for 
herself,  maybe,  but  for  poor  me." 

News  Corp.  is  barely  in  home  shop- 
ping, but  it's  on  that  other  fad,  the 
information  highway.  Recently  Mur- 
doch bought  Delphi  Internet  Ser- 
vices, an  on-line  computer  service 
competing  with  CompuServe  and 
America  Online. 

Murdoch:  "I  want  to  see  if  there's  a 
real  business  there.  The  first  thing  is 
get  a  graphic  interface,  so  it's  easy  to 
use.  Then  we're  going  to  put  on  a 
whole  variety  of  services. 

"For  instance,  you'll  be  able  to  chat 
with  the  editor  of  TV  Guide.  Or  you'll 
be  able  to  get  straight  information, 
more  about  the  movie  coming  tomor- 
row night.  With  Fox  TV,  you'll  be  able 


to  message  John  Madden  and  tell  hid 
he  was  wrong  about  what  he  said 
about  the  football  game  on  Sunday 
night.  And  he  can  answer.  And  people 
read  each  other's  comments  and  chat 
with  each  other. 

"We're  actively  designing  a  real 
newspaper  for  Delphi,  to  see  if  that 
works.  But  whatever  happens,  we'l 
have  people  writing  in." 

Both  CompuServe  and  America 
Online  are  big  successes,  and  the\ 
have  a  fair  degree  of  interactivity.  Bui 
Prodigy  hasn't  done  very  well  as  ar 
interactive  service. 

"ibm  and  Sears  said 
we're  going  to  start  thi: 
great  home  banking  service 
for  PCs.  And  they've  now 
(Thump! )  lost  (Thump! )  1 
(Thump!,)  billion  dollars 
Almost  no  one  did  theil 
home  banking  on  it.  People 
don't  like  it.  But  they  like 
putting  in  bulletin  boards 
to  sell  their  home  or  car  o\ 
family  jewelry  or  to  send 
messages. 

"Is  interactivity  the  fu 
ture?  I  think  probably  it': 
the  future." 

Could  a  million -dollar-a 
year  TV  personality  responc 
to  every  dumb  question?  I 
wouldn't  work  that  way 
Murdoch  explains.  Thfi 
queries  could  be  digestec 
and  the  personality  could 
deliver  an  all-purpose  re 
sponse.  Murdoch:  "Hi 
might  sum  it  all  up  at  the  end  of  the 
evening  with  50  words." 

Well,  that's  at  least  a  step  up  fron 
being  a  couch  potato.  But  all  this  tali 
of  interactivity  and  spectrum  splitting 
makes  an  old-time  print  journalis 
nervous.  Is  the  printed  word  on  it) 
way  out  as  a  mass  medium? 

Murdoch  has  thought  a  lot  abou 
this.  After  all,  he  started  his  career  4(1 
years  ago  with  a  small  newspaper  in 
Adelaide,  Australia.  His  response  rei 
veals  ambivalence: 

"I  don't  think  newspapers  are  fin 
ished.  Take  a  paper  like  Long  Island': 
Newsday.  It  won't  exist  in  New  York 
But  out  on  Long  Island,  it's  an  essen< 
tial  service.  Where  do  people  get  thei 
shopping?  There's  a  lot  of  informa 
tion  in  it.  More  in  advertisement: 
than  in  editorial! 
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Franklin  Tax-Free  Income  Funds 


Tax-Free  Investing  Makes 
More  Sense  Than  Ever. 


Are  you  sure  your  income  taxes  haven't  been 
increased  under  the  nation's  Revenue  Reconciliation 
Act?  There  is  no  question  that  you  are  being  taxed  in 
many  other  ways:  property  taxes,  sales  taxes,  use  taxes 
—  to  name  a  few.  At  least  you  can  protect  your  invest- 
ment income  from  income  taxes  with  Franklin's  tax- 
free  funds. 

Franklin  offers  a  selection  of  40  tax-free  funds. 
Many  pay  dividends  exempt  from  both  federal  and 
state  personal  income  taxes,  so  you  may  be  eligible  for 
double  tax  savings.*  Franklin's  tax-free  funds  offer: 

•  High  Monthly  Tax-Free  Income 

•  Professional  Portfolio  Management 

•  The  Power  of  Tax-Free  Compounding 

•  Low,  $100  Initial  Investment 

Call  your  investment  representative  or  Franklin  today. 


f  Investors  subject  to  federal  or  state  alternative  minimum  tax  may  find  all  or  a  portion  of  their  income 
distributions  subject  to  such  tax.  Capital  gains  and  ordinary  income  distributions,  if  any,  are  generally 
taxable.  Franklin /Templeton  Distributors,  Inc. 


Call  Z-SO0- 
342-FUND 
Ext.  ¥211 

 1 

Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

We&/ 1  would  like  a  free  prospectus 
containing  more  complete  information  on 
a  Franklin  tax-free  fund,  including 
charges  and  expenses.  I  will  read  it  care- 
fully before  I  invest  or  send  money. 

D  /  am  currently  a  Franklin 
shareholder. 

Name 

Address 

City/Stare/Zip 

Daytime  Phone 


F  R  A\  Nl  K<  L  li  N 


A  Member  of  the  $109  Billion  Franklin  /  Templeton  Group 


Rupert  Murdoch 


"Take  New  York.  The  daily  papers, 
all  three  really  lose  money.  The  Sun- 
day Times  is  a  gold  mine  because  of  all 
that  classified  advertising." 

But  much  advertising  information 
can  be  more  efficiently  distributed  via 
computer  and  specialty  TV  channels. 
Especially'  classified  ads — financially 
crucial  for  most  newspapers.  Can  they 
hold  on  to  it? 

Murdoch:  'That's  the  $64  ques- 
tion. And  I  think  not.  One  of  the  first 
things  we'll  be  doing  with  Delphi  is 
getting  into  classified  ads,  starting  in  a 
very  general  way  and  then  localizing 
it.  So  that  if  you  want  to  buy  a  used  car 
and  you  live  in  the  Hudson  Valley, 
you'll  put  in  a  code  for  the 
type  of  car  you  want  and  ~~ 
you  won't  even  have  to  go 
see  it  when  you  put  a  bid  in 
for  it." 

So,  he  agrees:  Newspa- 
per classified  advertising  is 
technologically  obsolete. 

Murdoch:  "But  it  will 
take  a  long  time  for  news- 
papers to  die .  And  there  will 
be  a  lot  of  money  for  the 
survivors.  Maybe  not  forev- 
er, but  for  a  long  time." 

Forbes:  Your  British 
newspapers  are  certainly 
highly  profitable. 

Murdoch:  "It's  different 
there.  In  Britain,  we  sell 
such  vast  volumes  of  papers  i^^^B 
that  we  can  make  money 
out  of  the  cover  price.  Our  Sun  alone 
sells  4  million  papers  a  day." 

Forbes:  How  many  people  put  out 
your  five  British  newspapers? 

Murdoch:  "Too  many!  About  three 
and  a  half  thousand." 

Forbes:  Too  many?  That's  what 
the  New  York  Times  employs  to  put 
out  one  newspaper. 

Murdoch:  "Well,  the  unions  are  still 
dominant  in  the  U.S.  We're  the  only 
large  totally  nonunionized  publishing 
business  in  Britain." 

The  high  priests  of  journalism  here 
sneer  at  his  tabloids.  Bare-breasted 
women  and  double  entendre.  So  friv- 
olous! Murdoch  playfully  displays  his 
scorn  for  this  high-minded  hypocrisy. 

Murdoch:  "Well,  each  country  has  a 
different  set  of  hypocrisies.  Here,  you 
cannot  publish  risque  pictures.  Words 
are  okay.  Look  at  Cosmopolitan. 
They  've  been  going  for  30  years,  pub- 
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lishing  clinical  details  of  sexual  acts 
and  things  you'd  never  run  in  a  news- 
paper. But  never  a  picture.  So  when 
the  ladies  at  supermarket  checkout 
counters  open  it,  no  dirty  pictures; 
they  don't  complain  to  the  manager." 

Speaking  of  complaints,  some  peo- 
ple in  Australia  positively  howled 
when  Murdoch  asked  the  Australian 
authorities  for  permission  to  raise 
money  by  selling  nonvoting  shares  in 
News  Corp.  He  had  to  drop  the  idea. 

Murdoch:  "You've  got  to  under- 
stand, Australia's  small.  We  have  half 
the  press  and  the  other  half  hate  us." 

Why  bother?  Why  not  sell  regular 
voting  shares?  We  already  knew  the 


Hawking  the  "Sun"  in  London 
Snobs  sneer,  but  it  sells  4  million  copies. 


answer  he  would  give,  but  we  wanted 
it  in  his  own  words. 

Murdoch:  "I'm  down  to  about  32% 
now  [ownership  of  News  Corp. 
shares],  but  I  wouldn't  want  it  to  get 
any  lower.  If  it  was  lower  I  couldn't 
take  the  same  risks. 

"I've  seen  it.  I've  sat  on  boards  of 
companies  where  the  executives  are 
watching  the  stock  price  all  the  time, 
the  next  quarter's  result,  what  the 
analysts  say. 

"You've  got  to  be  able  to  say,  I 
believe  in  doing  something,  and  do 
it" — thump,  thump — "and  get 
through  the  next  couple  of  years,  even 
if  it  gives  a  temporarily  bad  result.  Or 
else  we  would  never  have  built  News 
Corp." 

Forbes:  You  can  still  raise  equity 
capital  without  diluting  your  control 
by  selling  minority  interests  in  some 
of  your  properties. 


Murdoch:  "Easily.  If  we  need  the 
money.  We  don't  need  any  now." 
No  more  major  expansion? 
"To  make  my  Fox  television  net- 
work complete — I  still  believe  in  free 
broadcasting — I  would  like  to  buy 
another  two  or  three  television  sta- 
tions, at  a  total  of  $300  million  to 
$500  million.  That's  not  much,  given 
our  cash  flow." 

Forbes:  You  say  most  big  corpora- 
tions won't  take  risks.  But  you  sit  on 
the  board  of  Philip  Morris.  They 
aren't  afraid  of  risk. 

Murdoch:  "Serving  on  that  board, 
I've  learned  a  lot.  How  do  you 
handle  these  enormous  cash  flows? 

And  how  do  people  be- 
5  have?    There    have  been 
|  things    that    people  will 
|  write   books   about,  I'm 
sure. 

Forbes:  Philip  Morris 
slashed  the  price  of  Marl- 
boros  and  started  the  ciga- 
rette war.  Wall  Street  and 
the  media  were  almost 
unanimous  that  it  was  a  di- 
saster for  the  company. 
Forbes  said  (May  10, 1993) 
that  it  was  a  disaster  for  the 
competition. 

Murdoch:    "Oh,  abso- 
lutely. And  if  I'd  been  run- 
ning   Philip    Morris — it's 
good  for  shareholders  that 
I'm  not! — I  would  have 
kept  the  price  down  longer. 
I  would  have  said,  'Let's  drive  it  until 
we've  got  half  the  market.'  But  in  fact, 
Philip  Morris  has  restored  order.  The 
prices  are  lower,  the  profit  margins  are 
slightly  lower,  but  they've  got  a  better 
share  of  the  market.  And  they've  had  a 
very  good  year." 

One  last  question:  What  did  Mur- 
doch make  of  the  escalating  bidding 
for  Paramount? 

He's  appalled — maybe  amused  is  a 
better  word — at  the  prices  offered. 
He  points  out  that  if  Diller  had  won 
he  would  have  so  diluted  his  stake  as 
to  thwart  his  oft-proclaimed  desire  to 
be  his  own  boss:  "It  would  destroy  his 
whole  story  about  leaving  Fox,  and 
wanting  to  be  a  capitalist." 

So,  while  his  rivals  make  big 
deals  on  Wall  Street,  Rupert  Mur- 
doch is  outflanking  them.  He  may  be 
the  real  winner  in  the  bidding  war  for 
Paramount.  ** 
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c&c  tor  [Human  Potential 


After  our  flight  was  grounded 
I  had  ten  hours  on  my  hands 
and,  fortunately,  an  NEC  notebook  computer 

in  my  lap. 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals,taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work.. .and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 

UKraLite  Versa™ 


For  more  information,  call  us  at  1-800-338-9549. 


Part  of  People's  Lives  Everywhere. 


Some  things  never  change.  Erie  and  Leona  Sauder's 
carpentry  shop  became  a  $400  million  business, 
but  it's  still  in  every  sense  a  family  company. 

Old-fashioned 
ways  still  work 


By  Neil  Weinberg 


Sauder 
Woodworking 
President 
Maynard  Sauder 
(top  left) 


3%  of  the  company,  worth  nearly 
100  million.  As  his  business  grew, 
tie  Sauder  needed  capital.  He  recruit- 
1  investor  Ora  Rupp,  a  local  insur- 
ice  salesman  and  cow  buyer.  For  less 
an  $50,000,  Rupp  got  what  is  today 
S%  of  the  company,  worth  about 
100  million.  The  remaining  24%  is 
vned  by  senior  and  retired  managers 
id  their  families. 

But  for  all  their  paper  wealth,  the 
luders  remain  a  hardworking  clan. 
rVe've  got  three  rules  for  family 
embers  who  want  to  work  here," 
ys  Maynard,  now  62.  "A  good  edu- 
tion,  success  working  someplace 
here  the  family  name  means  noth- 
g,  and  interest  in  a  real  opening  at 
e  company." 

Maynard's  son  Kevin,  33,  heads  up 
arketing.  True  to  the  prescription, 
:  earned  an  M.B  A.  at  Duke  Univer- 
y  and  worked  at  Northern  Tele- 
im.  A  recent  recruit  is  Maynard's 
t-year-old  son-in-law,  Garrett  Tins- 
an,  who  will  oversee  a  factory  the 
uders  will  open  this  year  to  add  at 
ist  $150  million  in  annual  capacity. 
By  all  accounts  the  ready-to-assem- 
e  furniture  market  will  continue 
owing  at  double-digit  rates  for  sev- 
al  years.  The  Sauder  company  has  a 
tarter  of  this  market,  which  now 
akes  up  15%  of  the  $10  billion 
sidential  wood  furniture  industry 
d  is  expanding  twice  as  fast. 
From  their  lofty  perches,  some  ana- 
its  think  the  assemble-it-yourself 
rniture  market  is  getting  over- 
Dwded,  what  with  Sauder's  expan- 
>n  and  the  likes  of  Bush  Industries 
d  O'Sullivan  Industries,  both  pub- 
ly  listed,  eyeing  the  same  growth, 
ouble  ahead!  warns  Jerry  Epperson 
Mann,  Armistead  &  Epperson  in 
chmond,  Va.  "No  kidding!"  quips 
aynard  Sauder. 

If  you  are  wondering  what  hap- 
ned  to  founder  Erie  Sauder  after  he 
dred,  we'll  tell  you.  He  didn't  exact- 
retire.  Wintering  in  Florida,  he  re- 
rns  home  every  spring  to  oversee  his 
mprofit  Sauder  Farm  &  Craft  Vil- 
;e,  where  visitors  watch  craftspeople 
work  and  attend  fiddle  contests  and 
lilt  fairs.  At  89,  Erie  plans  to  tool 
Dund  Archbold  in  his  pickup  this 
mmer  and  complete  a  33-room  inn. 
t  draws  120,000  people  to  Archbold 
/ear  and  still  loses  money,"  laughs 
aynard  about  the  village.  H 


Introducing 
flat  fee  trading: 

any  stock, 
any  amount  * 

any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National 
Discount  Brokers.  The  firm  founded  on 
the  belief  that  people  who  make  their  own 
investment  decisions  shouldn't  have  to 
overpay  to  execute  them. 

Instead  of  commissions  that  escalate 
with  the  price  of  a  stock  or  the  number  of 
shares  traded,  we  charge  one  flat  $30  fee 
for  ANY  NASDAQ  equity  transaction.  And 
the  same  $30  fee  for  up  to  5,000  shares 
of  any  listed  equity.*Listed  orders  in 
excess  of  5,000  shares  will  incur  an 
additional  one  cent  per  share  fee  on  the 
entire  order. 

Whether  you're  trading  5,000  shares  of 
IBM  or  25,000  Intel,  our  price  is 
guaranteed.  And  so  is  your  satisfaction.  If 
you  have  any  problems  with  our  service, 
tell  us.  And  your  $30  will  be  returned.  No 
hassles.  And  no  catches. 

So  call  for  your  new  account  kit  today. 
National  Discount  Brokers.  We've 
redefined  discounting. 


National  Discount 

BROKERS 

Discounting  Redefined 

1-800-4-1 -PRICE 

Member  NASI)  and  SIPC 

v  York  •  Los  Angeles  •  Chicago  •  Dallas  ♦  W.Palm  Beach 

All  accounts  protected  up  to  $10  million 


T.  Howe  Price  Tax-Free  High  Yield  Fund  invests  in  medium-to- 
lower-quality  municipal  bonds  which  have  traditionally  delivered 
higher  yields  than  higher-quality  bonds.  Our  active  management  and 
proprietary  credit  analysis  help  maintain  high  yields  and  reduce  risk. 

Morningstar,  an  independent  publisher  of  financial  information 
and  mutual  fund  ratings,  awarded  the  Fund  a  5-star  rating  (*****) 
for  risk-adjusted  performance.*  $2,500  minimum.  No  sales  charges. 


Call  24  hours  for  a  free  report 

1-800-541-1842 


Invest  With  Confidence 

T.RoweRice 


•Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  12/31/93-  This  rating  may  change 
monthly.  Morningstar  ratings  are  calculated  from  the  Fund's  3-and  5-year  average  annual  returns  with  appropriate  fee 
adjustments,  and  a  risk  factor  that  reflects  fund  performance  relative  to  3-month  Treasury  bill  monthly  returns.  Only  the 
top  10%  of  funds  in  an  investment  category  receive  5  stars.  Some  income  may  be  subject  to  state  and  local  taxes  and  the 
alternative  minimum  tax.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at 
redemption  than  at  original  purchase.  Request  a  prospectus  with  more  complete  information,  including  management 
fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor. 
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Your  portfolio  profile  is  about  to  take  on  some  unfamiliar  features. 


You  saw  this  coming. 

The  search  for  better  return  was  about  to  take  you 
into  new  international  markets,  with  new  opportunities 
and  new  risks.  And  you  were  one  portfolio  manager  who 
was  going  to  face  this  new  challenge  —  prepared. 

Immediately,  you  looked  for  help.  And  selected 
a  firm  with  a  uniquely  thorough  approach.  They  weigh  the 


long-term  implications  and  potential  pitfalls  of  each 
investment  alternative. 

That's  why  they  began  by  sitting  with  you  and 
considering  everything. 

Their  research  told  you  which  international 
markets  and  instruments,  if  any,  fit  your  needs.  Togethei 
you  judged  the  benefits  of  active  or  passive  investing. 


or 


Frankfurt  Hong  Kong  London  Los  Angeles  Luxembourg  Madnd  Melbourne  Milan  NewYj 


anley  is  a  registered  service  mark  of  Morgan  Stanley  Group  Inc 


:ther  to  handle  it  in-house  or  hire  an  asset  manager. 

You  looked  at  legal  restrictions  and  currency 
isures.  The  use  of  derivatives  to  capture  a  markets 
3rmance  while  protecting  against  political  risk.  The 
i  for  broad  access  to  new  issue  opportunities  —  as  well 
obal  trading  strength  in  the  secondary  markets. 

They  even  helped  set  up  an  infrastructure  for 


the  clearance,  custody  and  reporting  of  every  asset  class 
through  a  network  of  agent  banks  around  the  world. 

To  ensure  the  success  of  all  this  preparation,  they 
offered  you  tools  for  performance  measurement,  including 
their  own  world-class  indices  and  analytics. 

And  while  much  of  this  is  still  new,  you  know  you 
won't  suddenly  come  face  to  face  with  a  big  surprise. 

MORGAN  STANLEY 


San  Francisco  Seoul  Singapore  Taipei  Tokyo  Toronto  Zurich 


Fat  and  happy,  the  established  record  stores 
failed  to  notice  when  their  customers  grew  up. 
Their  days  may  be  numbered.. 

Shopping 
in  peace 


By  Nina  Munk 

Paul  Hanky  loves  music  but  hates 
music  stores.  "The  last  time  I  went  to 
Tower  Records  some  video  was  on  at 
ear-piercing  levels,''''  he  says.  "I  could 
have  asked  them  to  turn  it  down,  but 
it  was  easier  to  just  leave  the  store. " 

Tower  will  miss  him.  Haney,  47, 
works  for  Lockheed  Corp.  in  Cala- 
basas,  Calif,  and  figures  he  spends 
about  $600  a  year  on  compact  discs. 
Now  he  buys  almost  all  of  them  by 
mail  order.  No  one  endangers  his 
eardrums  and  he  can 
browse  in  peace. 

In  short,  most  record 
stores  have  become  places 
only  a  modern  adolescent 
could  love.  At  one  time  that 
made  sense.  Six  years  ago 
the  biggest-selling  genre, 
rock,  accounted  for  almost 
half  of  all  music  sold.  But 
these  days  rock  accounts  for 
just  a  third  of  the  market,  as 
new  categories — country 
and  western,  for  example — 
have  become  popular,  and 
as  older  music  buyers  re- 
place their  favorite  vinyl 
and  cassette  recordings 
with  CDs. 

In  1988  the  24-and-un- 
der  crowd  bought  53%  of 
all  prerecorded  music;  in 
1992  that  age  group  ac- 
counted for  just  41%.  Yet 
Tower,  Musicland,  Where - 
house  Entertainment,  Mu 
sic  Plus  and  most  of  the 
other  big  record  store 
chains  continue  to  target 
urban  adolescents  and 
p<  >stadolescents — the  mtv 
c  re  >w  d .  But  all  those  black  T 
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shirts,  earrings,  nose  rings,  the  throb- 
bing, ear-shattering  sound  and  raw 
lyrics  drive  away  the  sedate  and  afflu- 
ent older  crowd. 

According  to  the  Recording  Indus- 
try Association  of  America,  in  1990 
nearly  72%  of  prerecorded  music  was 
sold  through  music  stores.  By  1992 
(the  latest  available  year)  that  figure 
had  fallen  to  62%  (see  chart,  opposite). 
It's  still  dropping. 

"People  in  their  30s,  40s  and  50s 


Tower  Records  in  New  York  City 
The  affluent  older  crowd  keeps  away. 


feel  alienated  when  they  go  into  : 
record  store,'''  says  Harold  Bronson 
managing  director  of  Los  Angeles 
Rhino  Records,  an  independent  labe 
that's  captured  the  market  for  reisj 
sued  oldies  (Forbes,  May  1,  1989). 

Bronson:  "It  used  to  b{ 
that  people  who  worked  ir 
record  stores  were  interest 
ed  in  music.  Now  it's  just ; 
good  minimum-wage  job 
better  than  at  a  fast-fooc 
place,  and  if  you  ask  for  . 
Peggy  Lee  album  the; 
wouldn't  know  whai 
you're  talking  about." 

Bronson  was  hearing 
from  more  and  more  cus 
tomers  who  couldn't  find 
Rhino  Records  in  the 
stores,  so  in  1989  Bronsoj 
and  his  partner  got  into  th 
mail-order  business.  The; 
now  mail  out  arounq 
80,000  catalogs  and  sup 
plements  five  times  a  year. 

Discounters  like  Wal 
Mart  Stores  are  also  picking 
up  a  lot  of  the  slack  in  the  $9 
billion  (domestic  wholesale 
revenues)  recorded  musii 
industry.  At  Wal-Mart  a  cr 
of  Michael  Bolton's  chart 
topping  "The  One  Thing' 
sells  for  $11.88,  more  thar 
a  dollar  less  than  the  "spe 
cial  sale  price"  at  Saw 
Goody  or  Wherehouse. 
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Wal-Mart  is  even  playing  a  role  in 
reaking  in  new  acts.  Because  the 
:cord  stores  stock  mainly  rock  and 
ip  for  their  young  customers,  it  has 
een  difficult  for  MCA  Records/Nash- 
lle  and  other  country  and  western 
bels  to  get  prime  shelf  space 
1  the  stores.  So  MCA/Nash - 
lie  has  turned  to  Wal-Mart, 
or  three  years  now  the  label 
as  promoted  country  singer 
larty  Brown  by  having  him 
erform  before  shoppers  in  45 
/al-Mart  stores. 

This  past  Christmas  two  of 
CA/Nashville's  stars — Vince 
rill  and  Trisha  Yearwood — 
xorded  an  advertising  jingle 
>r  Dayton  Hudson's  Target 
tores.  The  jingle  soon  be- 
ime  a  mini  hit  in  its  own 
ght.  Wal  Wilson,  head  of 
lies  and  marketing  for 
CA/Nashville,  estimates  that 
etween  35%  and  40%  of 
CA/Nashville's  albums  are 
ow  sold  through  discount 
ores. 

Discounting  CDs  works, 
JO,  for  Circuit  City  Stores 
id  Best  Buy  Co.,  the  nation's 
vo  leading  consumer  elec- 
onics  and  major  appliance 
:tailers.  Best  Buy  started  sell- 
lg  CDs  about  seven  years  ago 
l  a  bid  to  increase  traffic.  Cir- 
ait  City  followed  suit  in  late 
992.  Best  Buy  sells  any  top- 


ten  CD  for  $9.96,  about  30  cents 
below  wholesale  and  almost  $2  less 
than  Wal-Mart.  This  loss  leader  does 
more  than  build  traffic  in  the  elec- 
tronics department:  Best  Buy  stocks 
65,000  titles  in  its  megastores  and,  in 


Sour  notes 


Sales  of  prerecorded  music  by  age 


Sales  by  outlet 

80% 


Record  stores 


65 


50 


35 


Other  outlets 

(music  clubs,  other  stores,  mail  order) 


X 


20 


'89  '90 

Source:  Recording  Industry  Association  of  America 
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As  music  buyers  grow  older, 
record  stores  lose  customers  to  other  outlets. 


competitive  markets  like  Atlanta,  sells 
them  for  no  more  than  $12.99.  Music 
this  year  will  probably  account  for 
over  10%  of  Best  Buy's  estimated  $2.9 
billion  revenues. 

Music  clubs — among  them  Sony 
Corp.  and  Time  Warner's  Co- 
~~~  lumbia  House  and  Bertels- 
mann AG's  bmg  Direct — are 
also  benefiting  from  the  rec- 
ord stores'  mistakes.  The  clubs 
already  have  about  1 1%  of  the 
market  for  prerecorded  music, 
and  their  share  is  growing. 
Few  stores  can  match  the  dis- 
counts a  catalog  house  can 
offer. 

But  price  isn't  all  that  mat- 
ters. Boston's  Hear  Music,  a 
mail-order  operation  that 
sends  catalogs  to  400,000, 
specializes  in  such  genres  as 
folk,  blues,  gospel  and  jazz, 
which  are  pushed  aside  by 
most  record  stores.  Acquired 
in  1992  by  cml  Group,  Hear 
has  decided  to  attack  tradi- 
tional retailers  even  more  di- 
rectly by  opening  three  retail 
outlets  itself.  Hear's  stores  in 
Berkeley  and  Palo  Alto  have 
50  thematically  arranged  lis- 
tening booths  and  knowl- 
edgeable clerks.  Hear  expects 
to  open  seven  more  stores  plus 
a  handful  of  kiosk-size  shops 
for  airports  and  train  stations 
by  the  fall. 
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Record  stores 


Quick: 

What's  your 
tax  strategy? 


Make  Twentietk  Century's 
tax-exempt  funds  part  o  fit. 

A  smart  strategy  for  fighting  taxes  is  to  invest  in  Twentieth  Century's 
no-load  tax-exempt  mutual  funds.  You  can  earn  competitive  yields 
and  pay  no  federal  income  taxes*  Until  1995,  the  fund  manager  is 
waiving  the  entire  management  fee  on  Tax-Exempt  Short-Term — 
so  even  more  of  your  money  works  for  you.  Below  are  the  funds' 
current  yields  and  their  taxable  equivalents. 


30-Day 

Tax-Equivalent  Yields 

Current  Yields 

by  Tax  Bracket 

(as  of  1/31/94) 

28%         31%  36% 

Tax-Exempt  Short-Term 

3.06% 

4.25%  4.43%  4.78% 

Tax-Exempt 

Intermediate-Term 

3.76% 

5.22%   5.45%  5.88% 

Tax-Exempt  Long-Term 

4.29% 

5.96%  6.22%  6.70% 

Call  or  write  for  a  free  information  kit  containing  Your  Guide  To 
Earning  Tax-Exempt  Income.  The  kit  also  contains  a  prospectus 
with  more  complete  information,  including  charges,  expenses  and 
minimums.  Please  read  the  prospectus 
carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


MUTUAL  FUNDS 


©  1994  Twentieth  Century  Services.  Inc 
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Investments  That  Work" 


SMART  WAY  TO  EARN  TAX-FREE  INCOME. 


'Investment  income  may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax.  Capital  gains, 
if  any,  are  taxable.  ■  3.36%  is  the  since  inception  (3/1/93)  aggregate  total  return  as  of  12/31/93  for 
Tax-Exempt  Short-Term.  The  fund  manager  has  waived  its  fee  until  January  1, 1995.  In  the  absence  of  this  waiver, 
the  current  yield  would  have  been  2.46%  and  the  tax-equivalent  yields  would  have  been  approximately  3.42%, 
3.57%  and  3.84%  based  on  the  28%,  31%  and  36%  tax  brackets,  respectively.  The  total  return  would  have  been 
lower.  ■  9.06%,  7.83%  and  6.63%  are  the  1-year,  5-year  and  since  inception  (3/1/87)  average  annual 
total  returns  as  of  12/31/93  for  Tax-Exempt  Intermediate-Term.  ■  12.13%,  9.46%  and  8.15%  are  the 
1-year,  5-year  and  since  inception  (3/1/87)  average  annual  total  returns  as  of  12/31/93  for  Tax-Exempt  Long- 
Term.  ■  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Investment 
return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


Another  Massachusetts- based  com 
pany,  Eramingham's  Bose  Express 
Music,  offers  almost  every  music  title 
in  print  through  its  giant  catalog. 
Since  its  launch  five  years  ago,  sales 
have  grown  by  20%  to  30%  a  year. 

A  division  of  Kmart  Corp.,  $200 
million  (sales)  Borders  Inc.  book 
store  chain  opened  its  first  Borders 
Books  &  Music  in  Dallas  in  Septem 
ber  1992  with  60,000  music  titles, 
110,000  book  titles,  7,000  video  ti 
ties  and  an  espresso  bar.  Now  19  of 
Borders'  44  stores  sell  music,  another 
5  books-only  stores  are  being  con 
verted,  and  20  to  25  new  Books  & 
Music  superstores  are  planned  to  be 
built  this  year.  Borders  shoppers  are 
mainly  college-educated  and  over  35; 
while  classical  music  accounts  for  just 
4.4%  of  the  nation's  total  music  sales, 
it  accounts  for  one-quarter  of  Bor- 
ders' music  sales. 

The  next  blow  to  the  old  record 
store  is  likely  to  come  from  electronic 
retailing.  In  late  January  Viacom  In 
ternational's  MTV  Networks  an 
nounced  that  it  would  begin  testing 
its  own  home-shopping  service  selling 
music  and  music-related  items  by 
television.  A  few  days  later  Sony  Soft- 
ware, Time  Warner's  Warner  Music 
Group,  Philips  Electronics's  Poly- 
Gram,  Thorn  EMl's  EMI  Music  and 
Ticketmaster  Corp.  announced  that 
they  will  join  to  create  a  video  music 
channel.  Bets  are  on  that  the  new 
channel  will  sell,  as  well  as  air,  music 

Can  the  regular  record  stores  sur 
vive?  Jack  Eugster,  chairman  and  chief 
executive  of  the  biggest  chain,  $1.2 
billion  (sales)  Musicland  Stores, 
thinks  they  will  have  to  change  dra- 
matically. He  sees  many  of  his  872 
stores  turning  into  small-scale  amuse- 
ment parks.  Each  of  Musicland's  14 
new  Media  Play  stores  covers  45,000 
to  50,000  square  feet  and  sells  music, 
computer  software,  videos,  video- 
games, books,  magazines,  greeting 
cards,  puzzles  and  even  figurines  and 
T  shirts.  Listening  booths  and  video 
walls  let  shoppers  hear  and  watch 
before  they  buy,  and  browsers  are 
welcome  to  make  use  of  the  stores' 
couches  to  read  a  book.  "Shopping," 
insists  Eugster,  "is  the  number  one 
form  of  entertainment." 

Which  is  the  point:  What  goes  on  in 
the  typical  record  store  today  is  not| 
everyone's  idea  of  entertainment.  Ml 
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AND  START  LABELING 


EVERYTHING  ELSE! 


And  once  you  start  using 
P-Touch,  you'll  be  in  good 
company  because  over 
2  million  people  are  already 
using  Brother's  Electronic 
Labeling  system  to  organize 
and  identity  all  sorts  of 
items  in  their  home  and 
office.  So  get  busy.  Pick  the 
P-Touch  model  that's  per- 
fect for  you,  pop  in  a  label 
cartridge,  you  have  over  30 
label  colors  to  choose 
from— type  in  your  label 
information  and  hit  print. 
You'll  get  a  razor  sharp, 
laminated  label  that's 
perfect  for  anything:  file 
folders,  binders,  tools, 
computer  disks,  fuse  boxes, 
you  name  it.  Because  when 
it  comes  to  labeling 
everything  else,  there's 
only  one  place  to  start . . . 
Brother  P-Touch. 

Available  at: 

SEARS  BRAND  CENTRAL 

STAPLES 

OFFICE  DEPOT 

MONTGOMERY  WARD 

ELECTRIC  AVENUE 

OFFICEMAX 

COMPUSA 

AND  OTHER  FINE  DEALERS 


ELECTRONIC 
LABELING  SYSTERMS 

We're  at  your  side. 


we  re  at  your  siae. 

brother 


STARTING  YOUR  OWN  BUSINESS 


Try,  try  again.  Tired  advice?' 
Not  for  an  entrepreneur.  Just  ask 
Ranjit  Shastri  and  Manu  Bammi. 


(We  just  wouldn't 
give  up" 


By  Manjcet  Kripalani 


As  manufacturing  and  labor  costs 
rose,  Converse  Inc.  shifted  its  pro- 
curement from  Asian  country  to 
Asian  country — from  Korea  to  Tai- 
wan, to  ( Ihina,  to  Thailand,  to  Indo- 
nesia— in  just  five  years.  Now  it  is 
trying  a  sixth  sourcing  site:  India. 

Converse  is  about  to  sign  a  three 
year  deal  for  the  purchase  of  up  to  $  1 0 
million  of  Converse  shoes  manufac- 
tured in  India  for  the  European  and 
American  markets.  The  go-between 


PSi's  Manu  Bammi 
"India  was  like  a  virgin, 
tantalizing  in  her  potential." 


was  a  small  outfit  called  Precision 
Sourcing  International,  or  psi .  The 
initials  could  as  well  stand  for  Persis- 
tence Secures  Interest. 

PSi  is  owned  by  Ranjit  Shastri  and 
Manu  Bammi,  both  31,  graduates  of 
Yale  and  Wharton  and  natives,  respec- 
tively, of  the  U.S.  and  India.  They  run 


their  four-year-old  company  out  of  aj 
shabby  1 50-square-foot  room  in  lowJ 
er  Manhattan.  There  are  two  tele- 
phones, which  Shastri  and  Bammi 
answer  themselves. 

"Yes,  this  is  PSi,  but,  no,  we  are  now 
a  dress  manufacturer,"  answers 
Bammi,  rolling  his  eyes.  What  PSi  does 
do  is  arrange  contacts  for  people  whq 
want  access  to  low-cost  Indian  laboDi 
for  relatively  low-tech  assembly  work. 
For  Sprint,  PSi  put  together  a  $3 
million  deal  with  an  Indian  manufac- 
turer for  200,000  mechanical  tele^ 
phones  per  year.  For  Lionel  Trains,  PSi 
has  arranged  the  production  of  elec- 
tronic assembly  boards.  Deal  value; 
up  to  $2  million.  For  Avon,  Mass.- 
based  Kiddie  Products:  up  to  $1.3 
million  worth  of  stainless  steel 
spoons.  Bulbs  for  Eveready  Battery. 

PSi  was  born  from  Tiananmen 
Square.  In  the  summer  of  1989,  whilq 
Shastri  was  at  McKinsey  and  Bammj 
at  apm  health  care  consultants,  the)| 
watched  the  massacre  in  Beijing  orj 
TV.  Convinced  that  U.S.  investment 
would  leave  China,  they  decided  tcj 
offer  India  as  an  alternative.  Therj 
model  was  Virginia  Kamsky,  the  forj 
mer  Chase  Manhattan  banker  who 
sold  China  to  the  world  in  the  lad 
1970s  (Forbes,  June  4,  1984). 

They  tried  their  idea  on  Fred  Alger 
the  veteran  money  manager.  Algei 
was  enthusiastic,  so  he  investecj 
$80,000  and  lent  them  a  room  in  his 
offices  and  the  services  of  his  research 
staff.  A  third  partner,  Rajesh  Desai 
came  in.  By  the  fall  of  1989  they  had  \ 
printout  of  20  companies  that  coulo 
or  should  have  been  interested. 

Shastri  was  still  at  McKinsey,  and 
Bammi,  having  left  apm,  was  in  bej 
tween  M.B.A.  classes  at  Yale,  when 
the  three  partners  started  calling  po 
tential  clients  cold,  concentrating  or 
companies  that  might  have  beei] 
scared  out  of  China.  They  bombardec 
corporate  vice  presidents  with  chart: 
showing  India's  advances  and  advan 
tages  over  Japan,  Taiwan  and  Singa 
pore.  No  go. 

Next,  they  tried  talking  to  purchas 
ing  managers  and  still  got  now  here 
PSi  was  looking  like  just  another  small 
business  failure  statistic. 

Persistence,  call  it  stubbornness 
saved  the  day.  Just  when  they  wen 
losing  hope,  they  made  a  cold  call  on 
Sprint  investor  relations  manager 
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Whether  it's  the  canals  of 
Venice  or  the  outskirts  of  Vladivostok, 
DHL  has  the  most  reliable  delivery 
record  in  Europe.  That's  the  kind  of 
overseas  expertise  you'd  expect  from 
the  company  with  more  local  people, 
airplanes  and  trucks  than  anyone  else 
in  the  business.  As  you  can  see,  we 
even  have  our  own  shipping  lanes. 

1-600  CALL-DHL 


WORLDWIDE  EXPRESS 


WE'LL   TAKE  IT  FROM  HERE 


Why  a  public  relations  type?  For  one, 
they  figured  China  might  pose  a  pub- 
lic relations  problem  for  Sprint.  The 
company  designed  and  sold  mechani- 
cal 1950s-style  telephones  in  the  U.S. 
that  were  manufactured  in  China; 
their  original  Taiwanese  supplier  had 
moved  his  plant  there. 

No  sale.  "They  were  young  and 
naive.  I  put  them  on  the  back  burn- 
er," says  Don  Loncasty,  Sprint  Prod- 
ucts Group's  marketing  director,  to 
whom  psi  had  been  referred. 

The  partners  made  pests  of  them- 
selves. Desai  and  Bammi  flew  to  India 
and  researched  its  recently  deregulat- 
ed telephone  market.  They  found  to 
their  delight  there  was  tremendous 
overcapacity  in  the  telephone-set 
manufacturing  business.  Samples  in 
hand,  Bammi  flew  to  Sprint's  head- 
quarters in  Kansas. 

Oh,  no!  The  samples  were  wrong — 
Sprint's  customers  wanted  the  old 
mechanical  ringer,  not  the  new  im- 
proved electronic  one  PSi  had  brought 
back.  Bammi  was  dejected.  More  so 
because  it  had  become  apparent  by 
the  end  of  1989  that  the  Tiananmen 
Square  incident  was  not  scaring  for- 
eign companies  away  from  China. 
The  whole  premise  on  which  they  had 
started  their  business  was  wrong. 

At  this  point  many  would  have 

100 


Ranjit  Shastri  with  Sprint  products  in  India 
Persistence  breaks  down  resistance. 


thrown  in  the  towel.  Shastri,  Bammi 
and  Desai  did  not.  They  had  been 
bitten  by  the  entrepreneurial  bug. 
"We  thought  once  we  started,  we 
might  as  well  go  on  despite  the  condi- 
tions. India  was  like  a  virgin,  tantaliz- 
ing in  her  potential.  We  were  starting 
on  such  a  small  base,  one  had  to 
believe  it  would  go  up,"  Bammi  says. 

In  for  a  penny,  in  for  a  pound.  They 
quit  their  jobs  and  M.B.A.  plans  and 
went  in  Rill  time,  $100,000  in  hand. 
It  was  1990.  Bammi  spent  six  weeks  in 
India,  reverse -engineering  Sprint's 
phones  and  educating  himself  The 
entrepreneurs  then  sent  detailed  pro- 
files of  three  companies  to  Sprint's 
Loncasty,  who,  "worn  from  PSi's  per- 
sistence and  unable  to  find  fault," 
agreed  to  send  a  product  develop- 
ment team  to  India. 

Within  a  month  of  the  team's  arriv- 
al, Sprint  signed  on.  "The  quality  of 
the  product  they  could  make  for  us 
was  world-class,  we  could  spread  our 
supplier  base  in  Asia  and  we  saved  1 7% 
on  costs,"  says  Loncasty.  Sprint's  sup- 
plier was  an  upstart  but  ambitious 
Indian  company  called  Bharti  Tele- 
com. Bharti  built  a  $1  million  plant  to 
produce  the  machines. 


Two  years  later,  when  Sprint's  firsl 
shipments  of  over  100,000  instru 
ments  started  arriving  in  Kansas,  th« 
company  was  pleased;  no  shipment; 
were  returned  for  poor  quality.  PSi 
now  has  a  three-year,  $10  million  dea 
with  Sprint,  which  is  looking  at  othei 
opportunities  in  India  with  psi. 

Happy  ending?  Not  yet.  Life's  rare 
ly  that  easy,  especially  for  entrepre 
neurs.  In  pursuing  the  Sprint  deal,  in 
traveling  back  and  forth,  the  partner? 
had  spent  all  their  capital  plus  ad 
vances  from  Sprint  and  had  no  time  tq 
hustle  additional  business.  Desai  quii 
in  despair.  Bammi  and  Shastri  werej 
living  off  their  savings. 

Worse  ensued.  In  1991  Rajiv  Gan 
dhi  was  murdered,  there  were  riots 
and  the  new  Indian  government  was 
shaky.  Disheartened,  Shastri  suggest 
ed  expanding  PSi's  focus  to  Southeast 
Asia.  But  Bammi  held  out.  "We  had 
barely  begun  to  scratch  the  surface  in 
India,"  he  argued,  "and  we  didn't 
have  the  resources  for  more  of  Asia.'' 

Events  were  slowly  moving  in  theiu 
favor.  India  was  liberalizing  and  was! 
proving  surprisingly  stable.  The  misj 
sionary  work  Shastri  and  Bammi  had 
done  had  not  been  wasted.  In  1993 
the  Lionel  Trains  deal  came  throughj 
After  that  the  Kiddie  Products  deal. 

On  each  deal  it  makes  and  executes, 
PSi  charges  a  5%  fee.  Which  means  that 
in  1993  the  firm  grossed  $1 50,000— 
up  from  $50,000  the  year  before,  and 
zero  in  1991.  This  year  Shastri  and 
Bammi  hope  to  gross  $500,000  and 
finally  show  a  nice  profit,  with  $lj 
million  projected  for  1995. 

Now  Shastri  lives  in  Delhi,  Bammi 
in  New  York;  next  year  they  will 
switch,  psi  has  a  five-man  office  in1 
Delhi,  and  hopes  to  get  better  quar 
ters  and  more  help  in  New  York  this 
year.  Alger  is  pleased  with  his  invest- 
ment and  predicts  revenues  of  oveij 
$10  million  for  psi  by  2000. 

The  India  business  is  getting 
crowded:  McKinsey  and  Arthur  An- 
dersen do  similar  work  for  clients  and 
have  much  greater  resources.  But 
with  the  same  self-confidence  that 
made  them  quit  their  jobs  rather  than 
admit  failure,  Shastri  and  Bammi 
think  they  can  more  than  hold  their 
own.  "We  succeeded  because  we  just 
wouldn't  give  up,"  Bammi  insists. 
"We're  certainly  not  going  to  give  up! 
now."  ■ 
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For  an  idea  of  how  much  color  copier  experience 
we  have,  push  this  1.2  billion  times. 


Oil 


ince  1987  when  Canon  introduced 
1  the  world's  first  Color  Laser 
•pier,  our  copiers  have  made  a 
lopping  one  billion,  two  hundred 
llion  color  copies. 
It's  no  wonder  Canon  has  been 
1  unsurpassed  leader  in  color  copiers 
six  consecutive  years,  with  equally  unsurpassed  color  quality. 
Today,  Canon  makes  the  most  technologically  sophisticated 
or  copiers  available,  including  copiers  that  can  even  connect  to 


your  computer.  And  because  different  work  environments  have 
different  needs,  Canon  offers  a  choice  of  color  copier  solutions. 
One  sure  to  fit  your  needs. 

So  if  you  want  the  experience  of  Canon  color  copiers  behind 
you,  start  pushing: 
1-800-OK- 
CANON.  We'll 
immediately 
rush  you  a  free 
Color  Solutions  guid< 


^  Official  Copier  of 
iST*  WorldCupUSAQr 


Canon 
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USA  Truck  has  come  up  with  a  unique  way 
to  handle  the  shortage  of  long-haul  truck  drivers: 
Be  nice  to  the  drivers. 

"It's  first  class 
here,  man" 


By  R.  Lee  Sullivan 

A  BREAKDOWN  ROOM  is  the 

place  truckers  call  when 
something  goes  wrong  on 
the  road:  a  blown  tire,  a 
busted  fan  belt,  a  slipping 
clutch.  Drivers  call  the 
breakdown  room  when 
they  must,  but  they  rarely 
expect  to  be  greeted  like 
long-lost  brothers. 

Here's  a  novelty:  A  sign 
in  the  breakdown  room  of 
USA  Truck,  Inc.'s  Van  Bu- 
ren,  Ark.  headquarters 
reads,  "Please  communi- 
cate with  our  drivers  as  if 
one  of  your  family  mem- 
bers were  sitting  in  the  pas- 
senger seat."  On  getting  a 
call  from  a  stranded  driver, 
a  USA  supervisor  checks  his 
computer  for  the  nearest 
shop  that  can  fix  the  prob- 
lem, then  walks  the  driver 
through  a  solution  that  will 
get  the  goods  delivered  on 
time. 

"Some  outfits  talk  to  you 
like  you're  a  dog,"  says  USA 
driver  Carlton  Curry.  "But 
it's  first  class  here,  man." 

USA  Truck  hauls  things 
like  tire  fabric  and  auto 
parts  by  the  truckload  for 
outfits  like  Goodyear  and 
General  Motors.  It  is  also 
one  of  the  most  efficient 
carriers  in  the  industry.  The  way  it 
treats  its  drivers  has  a  lot  to  do  with  its 
sterling  performance. 

For  1993  USA  reported  earnings  of 
$5.6  million,  or  56  cents  a  share,  on 
revenues  of  $76  million.  USA  Truck's 
operating  ratio — expenses  as  a  ratio  of 


USA  Truck,  Inc.  driver  Carlton  Curry 
Pulling  down  more  than  a  lot  of  middle  managers  his 


age 


revenues,  the  basic  measure  in  the 
trucking  industry — is  87%,  against  an 
average  of  95%  for  the  long-haul 
trucking  industry. 

The  biggest  headache  in  the  truck- 
ing business  these  days  is  driver  turn- 
over. It's  brutal  work,  and  for  long 


haul  trucking  firms,  turnover  averages 
over  100%  a  year  and  can  often  top 
200%.  The  cost  of  recruiting  and 
training  new  drivers,  at  a  minimum,  is 
$3,000  apiece.  Add  in  indirect  costs, 
like  diminished  productivity  and  lost 
business,  and  the  real  hiring  tab  can 
quadruple.  That's  why  it  pays  to  pay 
attention  to  drivers'  needs,  especially 
when  you've  got  600  of  them,  as  USA 
Truck  has. 

Over  the  past  two  years  USA  has  cut 
driver  turnover  to  85%  from  105%. 
This  year  the  company  will  probably 
save  $500,000  on  recruiting  and 
training  alone — 3  cents  a  share  after- 
tax— by  hanging  on  to  driv- 
ers. Drivers  like  Carlton 
Curry. 

It's  noon,  and  Curry  is 
pushing  his  Freightliner 
north  on  U.S.  Highway  59 
through  the  pine  forests  of 
East  Texas,  bound  for 
Bowling  Green,  Ky.  with  a 
load  of  polyethylene  resin. 
Curry  has  been  on  the  road 
since  4  a.m.,  and  right  now 
he's  more  interested  in 
lunch  than  in  looking 
through  a  windshield.  But 
the  only  way  to  make  a  liv- 
ing is  to  stay  on  the  road 
and  out  of  the  truckstops. 
He'll  be  in  Bowling  Green 
the  day  after  tomorrow. 
Says  Curry,  with  a  thick 
Louisiana  drawl:  "This 
here  is  work.'''' 

Curry,  32,  has  been  driv- 
ing for  USA  Truck  for  six 
years.  He  puts  in  70-hour 
weeks  and  gets  paid  by  the 
mile.  Last  year  he  covered 
over  150,000  miles  at  30' 
cents  apiece,  earning 
$50,000— more  than  a  lot 
of  middle  managers  his  age. 
But  he  really  earns  that 
money.  Curry  spends  twoi 
to  four  weeks  on  the  road  at 
a  time,  grabbing  sleep! 
whenever  he  can  in  the 
sleeper  cab  and  frequently  [|J 
gobbling  junk  food  behind  the  wheel. 

A  former  factor}'  worker,  Curry 
started  driving  a  truck  because  he  got 
tired  of  being  laid  off.  As  an  experi- 
enced driver,  Curry  is  well  worth! 
holding  on  to,  and  USA  Truck's  poli- 
cies do  a  lot  to  keep  him  loyal.  When 


n 


102 


Forbes  ■  March  14,  1994) 


Simply  The  Best. 

The  acclaimed  Tandy®  Personal  Digital  Assistant 


travel  light  with  Radio  Shack's 


It's  a  fantastic  electronic 
notepad  (and  more!) 
that  will  eliminate  thou- 
sands of  pieces  of  paper 
from  your  life. 


i  the  perfect  word 
h  the  built-in  dic- 
ary  and  thesaurus 
lere's  even  a  spell 
checker  and  a  26- 
nguage  translator. 


There's  a  built-in 
electronic  address 
book  that  stores 
hundreds  of  your 
personal  entries. 


Easy  as  Pen  and  Paper 

t  jot  a  name,  scribble  a  phone 
Tiber  or  draw  a  map — it's  that  easy, 
s  built-in  PalmPrint™  software  can 
:n  read  your  writing! 

!  Logic  Power  of  a  Computer 

£  GEOS®  system  software's  easy- 
follow  icons  and  menus  make  our 
A's  power  easy  to  use.  The  PDA's 
art,  powerful  programs  give  you 
y  ways  to  handle  life's  details. 

i  Ability  to  Connect  to  the  World 

s  Tandy  PDA  links  to  your  PC,  and 
nmunicates  with  popular  Windows 
)lications.*  By  adding  a  modem  you 
i  communicate  worldwide! 

lio  Shack  Demystifies  Technology! 

iio  Shack  even  includes  a  helpful 
-started  video  tape  to  get  you  up  and 
ning  fast!  It  couldn't  be  easier! 


i  (8  Thur»(t»y  3 


Includes  Pocket 
Quicken™  financial 
software,  plus  lots 
of  other  great 
applications. 


Palm  Organizer  soft- 
ware includes  a  note- 
book, scheduler  and 
address  book. 


Zoomer  PDA,  now  only  s599 


Send  a  fax  back  to  the 
office  of  notes  you 
made  on  the  plane  * 
With  Motorola's 
EMBARCSM  service, 
our  PDA  becomes  a 
messaging  pager.* 


Included  software 
lets  you  access 
America  Online® 
to  get  news,  stock 
quotes — you  can 
even  send  and 
receive  E-mail.* 


Optional  PC  software 
lets  you  transfer  data 
between  the  Tandy 
PDA  and  your  PC 
— even  from  popular 
programs  like  Lotus 
Organizer™. 


Only4.5"x7" 


Compare?  (its 

not  even  fair!) 

Tandy 
PDA 

Apple® 
Newton™ 

Integrated  Pocket  Quicken 
Income/Expense  Tracking 

YES! 

Sorry. 

Built-in  Dictionary,  Spell  Checker, 
Thesaurus  and  Language  Translator 

YES! 

Huh? 

Battery  Life  (Our  calculations 
from  comparable-use  testing) 

00  hours!  35  hours. 

Stores  Handwriting  as  Data 

YES! 

Limited. 

Fits  in  a  5"  Inside  Coat  Pocket 

YES! 

Gel  a 
Bigger  Pocket. 

America  Online 

(E-Mail,  Stock  Quotes,  News,  etc.)* 

YES! 

Nope. 

EAASY  SABRESM  Flight  Reservations'  YES!  Grounded. 


Selected  as  one  of  The  Best  Products  of  1993  by  the  editors  of  PC  Magazine- January  1 1, 1994 


es  Optional  equipment.  GEOS  is  a  registered  trademark  ot  Geo  Works 
DS  system  software  is  published  by  GeoWorks.  Palm  Computing, 
ml  and  Powerlnk  are  trademarks  of  Palm  Computing  PalmPrinl  and 
iOrgam/er  are  puhlished  by  ['aim  Computing  Amenta  Online  is  a 
registered  trademark  of  America  Online.  Inc 


Radio  /hack 


Pocket  Quicken  is  a  trademark  of  Intuit  Apple  is  a  registered  trademark. 
Newton  is  a  trademark  of  Apple  Computet,  Inc.  Lotus  Organizer  is  a 
trademark  ot  I  otus  Development  Corporation  EAASY  SABRE  is  a  service 
mark  ot  SABRE  Travel  Information  Network  EMBARC  is  a  service  mark 
ol  Motorola,  Iik 


up  a  COMERS 


Call  now  for 
the  ultimate 

direct 
marketing 
catalog. 

Target  your  best  business 
prospects  with  the  free  D&B 
Sales  &  Marketing  Information 
Catalog.  It's  filled  with  up-to- 
the-minute  information  and 
names  from  over  10,000,000 
businesses — perfect  for  any 
sales  prospecting  effort.  So 
call  for  yours  now. 

1-800«440«DUNS 

Ext.  208 


Dun&Bradstreet 
Information  Services 

a  company  of 

The  Dun  &  BradslrccI  Corporation 


the  company  went  public  in  1992, 
Curry  bought  shares  at  the  offering 
price  of  12V2;  now  the  stock  is 
at  17.  Pulling  into  a  truckstop  in 
Lufkin,  Tex.  with  a  flat  tire,  he  grabs  a 
newspaper  and  turns  to  the  business 
pages.  "I've  got  to  check  on  the 
stock,"  he  says. 

USA  Truck's  personnel  policies  date 
back  to  1989,  when  the  company's 
managers  paid  $30  million  to  buy  the 
company  from  Arkansas  Best  Corp., 
the  big  Fort  Smith,  Ark. -based  truck- 
ing firm  that  had  just  been  taken 
private  by  its  management.  Putting 
up  $2.4  million  in  cash  and  assuming 
$28  million  in  debt,  USA  Chairman 
Breck  Speed,  now  60,  and  President 
Robert  Powell,  now  59,  along  with 
four  other  top  executives,  immediate- 
ly began  paring  costs.  Says  Speed: 
"When  it's  your  money,  you  pay  aw- 
ful close  attention." 

Speed,  a  30-year  veteran  of  the 
trucking  industry,  and  Powell,  also  a 
career  trucking  man,  decided  to  go 
directly  to  the  source  to  ask  for  advice 
about  reducing  turnover.  They  began 
attending  quarterly  meetings  with  18 
senior  drivers  at  the  nonunion  shop. 

They  got  an  earful.  The  drivers 
wanted  antilock  brakes  and  air-ride 
suspensions;  they  got  them.  When 
USA  built  a  drivers'  dormitory  at  its 
West  Memphis,  Ark.  terminal,  the 
drivers  suggested  installing  private 
shower  stalls  instead  of  a  communal 
bathing  area;  done.  Drivers  wanted  to 
get  home  more  often;  USA  added  the 
time  a  driver  had  been  on  the  road  to 
the  information  provided  to  dispatch- 
ers assigning  loads  and  cut  average 
tours  from  six  to  two  weeks. 

The  drivers  also  endorsed  a  plan  to 
ease  up  on  the  productivity  standards 


USA  Truck's  Breck 
Speed  (left)  and 
Robert  Powell 
"When  it's  your 
money,  you  pay 
awful  close 
attention." 


for  newly  hired  drivers.  Most  of  any 
trucking  company's  turnover  comes 
from  drivers  who  quit  after  one  to 
three  months  with  a  carrier.  So  USA 
responded  by  putting  new  hires  in  a 
special  training  fleet.  Rookies  rode 
with  experienced  drivers  on  their  first 
couple  of  trips.  Once  out  on  their 
own,  they  were  given  relaxed  mileage 
quotas  and  were  deferred  from  tough 
destinations,  like  New  York  City  or 
Los  Angeles.  And  the  rookies  got 
extra  help  with  routing. 

In  return  for  these  privileges  USA 
Truck  demands  on-time  deliveries. 
Unlike  many  long-haul  truckers,  USA 
guarantees  deliver)'  not  just  to  the  day 
but  to  the  hour.  For  such  service, 
companies  like  GM  and  International 
Paper,  which  rely  on  USA  for  just-in- 
time  inventory  deliveries,  pay  a  3% 
premium  over  the  going  rate. 

The  combination  of  cost  control, 
strict  standards  for  on-time  perfor- 
mance and  the  driver  retention  pro- 
gram has  paid  off.  Since  1989  sales 
have  doubled  and  profits  have  risen 
eightfold.  And  the  company's  operat- 
ing ratio  dropped  from  94%  to  87%. 

Two  years  ago  Little  Rock- based 
Stephens  Inc.  took  the  company  pub- 
lic, raising  $13  million,  which  was 
used  to  pay  down  debt  and  buy  new 
trucks.  Speed  and  Powell  each  own 
27%  of  the  company,  worth  $45  mil- 
lion apiece. 

Not  bad,  Forbes  suggests,  for  a 
couple  of  guys  who  coddle  their  driv- 
ers. Coddle?  Speed  bristles.  Treating 
people  fairly  isn't  coddling.  Drivers 
who  are  late  just  twice  in  a  year  are  out 
of  a  job.  Speed  figures  he's  simply 
treating  his  people  with  respect,  and 
he  expects  they  will  show  respect  for 
the  company's  health.  Hi 
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The  electronic  modules  that 
control  anti-lock  braking  sys- 
tems must  contend  with  engine 
compartment  heat  that  often 
exceeds  248  degrees.  Now, 
advanced  power  technology  from 
Siliconix,  a  member  of  AEG's 
Microelectronics  Group,  TEMIC, 
allows  circuits  to  run  cooler 
and,  therefore,  more  reliably. 
Siliconix  is  the  leading  worldwide 
supplier  of  power  MOSFETs 
for  ABS  applications.  Power 
MOSFETs  from  AEG  offer  the 
industry's  lowest  on-resistance, 
which  allows  them  to  carry 
higher  current  without  over- 
heating. Not  only  are  they  more 
reliable,  they  reduce  system 
cost.  And  they're  things  every 
driver  can  live  with. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 


Transportation 
■ 

Microelectronics 


AEG 

Member  of  the  Daimler-Benz  Group 


IRKETlNG 

m  BY  JOSHUA  LEViNT 


Companies  pay  big  bucks  to  put  their  names  on  bowl 
games,  arenas  and  halftime  shows.  Next  shameless 
step:  naming  the  teams  after  themselves. 

The  ultimate 
sponsorship 


By  Randall  Lane 

When  Detroit  businessman  William 
Davidson  was  granted  a  franchise  in 
the  fledgling  Continental  Indoor 
Soccer  League  late  last  year,  he  ap- 
proached Chrysler  about  a  sponsor- 
ship package.  They  talked  about  tele- 
vision, arena  signs,  halftime  promo- 
tions. But  both  sides 
wanted  more. 

The  result:  Come 
June,  the  Sacramento 
Knights,  San  Diego 
Sockers  and  Arizona 
Sandsharks  can  all  look 
forward  to  visiting  the 
Motor  City  and  playing 
the  Detroit  Neon — as  in 
Chrysler's  snappy  new 
compact  car.  In  case 
there's  any  confusion, 
the  logo  sewn  on  team 
jerseys  and  painted  on 
the  field  will  look  exactly 
like  the  one  on  the  Neon 
sitting  in  your  neigh- 
bor's driveway. 

Vaguely  commercial 
team  names — the  De-  am 
troit  Pistons,  Green  Bay 
Packers  and  Pittsburgh  Steelers,  for 
example — have  been  around  for 
years.  But  none  of  these  names  in- 
volved sponsorship  money  changing 
hands.  Self-named,  company-owned 
baseball  teams  are  common  in  Japan, 
like  the  Yakult  Swallows  (health 
drinks)  and  the  Nippon  Ham  Fighters 
(pork  products).  Last  year  Disney 
named  its  Mighty  Ducks  hockey  team 
after  its  movie  by  die  same  title.  But 
Chrysler  and  Davidson  are  on  the 
cusp  of  something  new:  At  least  four 
U.S.  companies  have  now  purchased 
the  right  to  slap  their  names  on  sports 
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teams  with  which  they  have  no  own- 
ership connection. 

Chrysler  pays  about  $500,000  a 
year  for  the  Neon  package,  which 
includes  the  name,  television  com- 
mercials and  a  whole  host  of  other  tie- 
ins.  That  may  seem  like  a  lot  just  to 


The  Hooters  score  at  the  Miami  Arena 

Walking  a  fine  line  between  shrewd  marketing  and  overkill 


sponsor  an  obscure  soccer  team.  But 
remember  that  Chrysler  spent  about 
$3.6  million  for  just  two  minutes  of 
Neon  ads  during  the  Super  Bowl.  For 
a  fraction  of  that,  it  got  the  Neon 
name  splashed  in  the  sports  pages 
nationwide  daily  during  the  12-week 
season.  But  the  real  payoff  is  on  TV. 

Arena  Football's  Miami  Hooters 
will  get  about  $200,000  this  year  to 
brandish  the  name  and  logo  of  the 
bawdy  restaurant  chain  (Forbes,  Apr. 
15,  1991).  The  Hooters  played  their 
last  game  of  the  season  at  home  on 
ESPN.  During  the  two- hour  broadcast 


the  announcers  mentioned  "Hoot- 
ers" 124  times.  Sideline  signs,  logo- 
adorned  helmets,  uniforms  and  end 
zones  were  visible  throughout  the 
game;  even  "Hootie,"  the  team's  9- 
foot  owl  mascot,  got  more  than  two 
minutes  of  TV  time.  The  team  figures 
the  same  exposure  through  produced 
commercials,  albeit  more  direct, 
would  have  cost  them  over  $430,000. 

Companies  also  get  direct  tie-ins 
that  sports  marketers  dream  about. 
Chrysler  plans  to  offer  free  soccer 
tickets  with  test  drives  and  to  bring 
Neon  players  to  Neon  showrooms. 
Atlanta-based  Hooters  of  America  is 
so  pleased  with  these  marketing  tac 
tics  that  it  sponsors  a  second  pro  team, 
the  Jacksonville  Hooters  of  the  Unit- 
ed States  Basketball  League. 

The  gimmick,  however,  can  back 
fire.  Consider  the  case  of  the  Albany 
Patroons  of  the  Continental  Basket 
ball    Association.    The  Patroons, 
named  for  the  landed 
gentry  of  New  York's 
Dutch  colonial  period, 
were    once    a  minor 
league  dynasty. 

But  by  early  1992  the 
team  was  having  finan 
cial  difficulty — perhaps 
because  a  move  to  a  big- 
ger arena  created  an 
empty  feeling  at  games 
The  team  struck  a  deal 
with  a  group  of  local  car 
dealers:  For  $60,000  the 
Albany  Patroons  were 
renamed  the  Capital  Re- 
gion Pontiacs.  The  fans 
hated  it:  Attendance 
plummeted  from  3,200 
to  1,900  per  game 
"People  were  Patroons 
fans;  they  weren't  Capi 
tal  Region  Pontiac  fans,"  says  team 
general  manager  Richard  Coffey 
"The  players  change,  the  coaches 
change.  The  one  thing  you  have  is  thel 
name — once  you  change  that,  there'sl 
nothing." 

The  Pontiacs?  They  got  caught  in  a| 
financial  mess,  moved  to  Connecticut! 
and  are  now  playing  for  about  5,000 
fans  a  game  under  a  less  commercial 
moniker,  the  Hartford  Hellcats. 

The  moral:  The  public  may  be  in 
creasingly  tolerant  of  commercializ- 
ing professional  sports,  but  there's 
line  that  can't  be  crossed. 


J 
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Americans  really  meant  it  when  they  said  they  wanted 
ealthier  diets,  veggieburgers  would  be  a  hot  item, 
hey're  not,  but  a  lot  of  people  are  still  trying 
)  persuade  us  to  eat  them. 

With  or  without 

s 


ketchup; 


y  James  EL  Norman 

jrveys  show  about  60  mil- 
>n  Americans  claim  they 
int  healthier  diets.  Here's 
e  business  challenge  this 
>ses:  Make  a  nonmeat  burger 
at  fat-phobes  will  actually 
mt  to  eat.  Giant  $10  billion 
lies)  Archer  Daniels  Mid- 
id  has  been  trying  to  do  so 
th  its  Harvest  Burger,  which 
iu  whip  up  by  adding  water 
soybean  extract. 
Decatur,  111. -based  ADM  has 
ent  a  bundle  over  the  last 
e  years  promoting  the  prod- 
t  on  TV.  But  sales  have  never 
k;en  off.  Possibly  because 
arvest  Burgers  have  the  tex- 
re  of"  well-done  hamburg- 
— and  can  taste  like  card- 
>ard.  ADM  now  has  turned 
er  marketing  to  Grand  Met- 
politan  Pic's  Pillsbury  unit. 
Ohio- based  Worthington 
>ods  has  been  struggling 
ice  1939  with  soy-based 
oducts  originally  launched  H 
cater  to  the  no-meat  diet  of 
venth-Day  Adventists. 
Now  trying  his  luck  with  a  nonmeat 
mburger  is  Paul  Wenner,  46,  a 
led  restaurateur,  former  college 
oking  instructor  and  natural  foods 
ef.  Ten  years  ago  Wenner  put  a 
Frigerator  in  his  van  and  hit  the  road 
persuade  restaurants  in  the  North- 
:st  to  carry  a  nonmeat  burger  he  had 
ncocted  out  of  mushrooms,  rice 
d  vegetables. 

There  were  lots  of  slammed  doors 
first,  but  today  his  Portland,  Ore.- 
sed  Wholesome  &  Hearty  Foods 


Wholesome  &  Hearty's  founder,  Paul  Wenner 
Half  the  calories,  one-ninth  the  fat. 


Inc.  sells  its  Gardenburger  through 
some  14,000  food  oudets.  They 
range  from  New  York's  Hard  Rock 
Cafe  to  Hollywood's  Astroburger. 
Astroburger  sells  900  burgers  a  day,  1 
in  1 0  a  veggieburger,  even  though  the 
latter  go  for  about  a  dollar  more  than 
a  regular  hamburger.  Having  pene- 
trated the  restaurant  trade,  Wenner  is 
able  to  move  into  retail  supermarkets 
without  having  to  pay  costly  slotting 
fees.  He  currently  supplies  nearly 
3,000  supermarkets,  primarily  in  the 
Northwest  and  Southeast. 


Is  the  market  really  there?  Well, 
there  are  around  12  million  American 
vegetarians.  For  many  of  these  peo- 
ple, Wenner's  Gardenburgers  push  a 
lot  of  currently  hot  buttons:  They 
deliver  half  the  calories  of  hamburger 
with  one-ninth  the  fat,  and  they  can 
be  fried  or  cooked  in  a  toaster  like 
bread.  They  even  taste  pretty  good, 
chewy  with  a  light  vegetable  flavor. 

All  this  has  made  Wholesome  & 
Hearty  a  hot  stock.  Analysts  like  Kevin 
Skislock  of  Dain  Bosworth  say  its  sales 
could  double  this  year,  to  $25  mil- 
lion— and  then  double  again  next  year. 
Its  stock,  which  went  public  in  1992  at 
$4.50,  is  now  $30.25  and  was  the 
best-performing  issue  on  the  Nasdaq 
last  year.  But  the  market  for 
such  stocks  is  fickle:  Rival  Wor- 
thington Foods'  sales  have 
languished,  and  its  stock  has 
fallen  to  $7.25  from  $1 1.25  in 
the  past  year,  for  a  market 
value  less  than  half  its  $80 
million  annual  revenues. 

Worthington,  however,  is 
still  in  there  pitching.  Seeing 
Wenner's  success,  it  recently 
came  out  with  a  no-cholester- 
ol Garden  Vege-Pattie,  which 
replaces  much  of  the  soy  con- 
tent with  olives,  water  chest- 
nuts and  brown  rice. 

Competition  could  be  in- 
tensifying: Minnesota- based 
Fairmont  Foods  is  launching  a 
line  of  meadess  entrees  this 
month  under  the  brand  name 
of  rocker  Linda  McCartney's 
Home  Style  Cooking. 

Veggieburgers  could  get  a 
boost  after  May,  when  a  new 
federal  labeling  law  will  force 
packaged-food  makers  to  dis- 
close the  fat  content  of  their 
products  more  clearly.  New 
Food  &  Drug  Administration  guide- 
lines recommend  people  get  no  more 
than  30%  of  their  calories  from  fat.  Fat 
accounts  for  about  60%  of  the  calories 
in  a  hamburger,  compared  with  20% 
in  soyburgers  and  veggieburgers. 

But  the  real  breakthrough  would 
be  for  a  major  chain  to  put  a  veggie- 
burger on  its  menu.  Burger  King 
franchises  have  been  test-marketing 
Worthington's  "griller"  soyburger  in 
upstate  New  York  for  almost  a  year. 
All  McDonald's  units  in  Holland  test- 
ed a  nonmeat  burger  last  year.  H 
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"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


MERICA 
UVE 


WM 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott,  Marshall  McGinley 

&  Doyle 

3435  Wilshire  Blvd..  Suite  650 
Los  Angeles,  CA  90010-1907 

(213)  382-6346 
Fax:  (213)  382-1108 


SAN  FRANSISCO: 

Scott,  Marshall,  McGinley 
8f  Doyle 

450  Sansome  St.,  Suite  1420 
San  Franscisco,  CA  941 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision,  Inc. 

310  Madison  Ave. 

Suite  1412 

New  York.  NY  10017 

(212)  953-1308 

Fax.  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 


for  over  43  years,  leading 
International  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America. 


m 

•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 
continuity 


•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

•Lower  effective  CPMs  than 
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The  best-trained  doctors  and  nurses  can  easily  > 
overlook  important  details.  A  fancy  new  computer 
program  provides  a  backstop  that  can  save  lives. 

Take  two  aspirin; 
the  computer 
will  call 
in  the  morning 


By  Suzanne  Oliver 

Dr.  Charles  Bethea,  a  cardiologist, 
made  his  rounds  recently  at  Baptist 
Medical  Center  in  Oklahoma  City, 
Okla.  He  noticed  a  lab  report  show- 
ing that  one  of  his  patients  had  a  high 
blood  level  of  the  heart  medication 
digoxin.  Yet  the  nurse  had  still  given 
the  patient  his  daily  dose  of  digoxin 
that  morning.  Miffed,  Bethea  typed 
an  electronic  message  to  Dr.  John 
Muchmore.  Let's  write  a  rule,  sug- 
gested Bethea. 

Writing  rules  is  taking  up  a  good 
part  of  Muchmore1s  time  these  days. 
An  endocrinologist  sporting  cowboy 


Staff  at  Baptist 
Medical  Center 
of  Oklahoma  place 
and  receive  orders 
on  a  computer 
network 

Next  year:  the 
computerized 
medical  record. 


boots  under  his  hospital  coat  and  a 
bushy  gray  moustache  under  his  nose, 
he  heads  a  group  of  physicians  com- 
posing directions  for  the  hospital's 
new  expert-based  computer  system. 
The  system  is  part  of  Oklahoma  Bap- 
tist's hospital -wide  computer  net- 
work, built  by  Kansas  City,  Mo.- 
based  Cerner  Corp.  The  expert-based 
software  program  called  Discern  is 
part  of  Cerner's  Healthcare  Network 
Architecture  system. 

The  network  links  nearby  doctors' 
offices  and  all  departments  of  the 
hospital,  including  admissions,  nurs- 


Blood  test 
result  is 
entered 
by  lab 


Is  creatinine 
greater  than 

or  equal  to  2.0 
miligrams 

per  decileter? 


END 


Fast  action 


As  soon  as  a  lab  technician 

enters  a  blood  test 

result  for  creatinine, 

the  Discern  program  decides 

whether  the  result  might  signify 

danger.  If  so,  it  notifies 

the  pharmacist,  nurses 

and  attending  physician. 


r 


no 


ing,  the  pharmacy  and  radiology 
next  year  60%  of  a  patient's  medic; 
record  will  be  kept  on  the  network 

This  is  far  from  the  first  time  th; 
artificial  intelligence  has  been  applie 
to  medicine.  Computer-assisted  diag 
nosis,  for  example,  goes  back  at  leas 
two  decades.  What  makes  the  Cerne 
expert  system  useful  is  that  it  sticks  t 
what  computers  can  do  best  an) 
leaves  to  human  doctors  what  th^ 
can  do  best. 

One  thing  the  computer  can  d| 
well  is  prevent  things  like  giving  mor 
digoxin  to  the  patient  who  ahead 
had  too  much  of  it  in  his  system.  Wit 
as  many  as  five  busy  doctors  and  man 
more  nurses  treating  a  single  patien 
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Has  it  gone 
up  by  0.2  or 
more  from 
previous  test? 


RULE  FAILED, 

END 


RULE  PASSED, 

PROCEED 


I  alert 
irmacy 


Display  renal  alert 
on  patient  profile 


E-mail  message 
to  physician 


ings  slip  through  the  cracks.  A  busy 
rgeon  may  forget  that  a  patient  is  a 
abetic  or  allergic  to  penicillin;  the 
jnputer  won't. 

Since  Discern  was  installed  in  July 
>93,  the  hospital  has  written  456 
les,  many  sweeping  across  depart  - 
ental  lines. 

Here's  a  sample  rule  for  the  com- 
iter:  Each  time  a  nurse  orders  a  CAT 
an,  the  computer  instructs  the  phar- 
acy  to  deliver  two  bottles  of  a  con- 
ist  medium  to  the  radiology  depart  - 
ent  at  the  appropriate  time.  (The 
imputer  checks  first  to  see  that  the 
|uid  has  not  already  been  ordered.) 
At  6  a.m.  on  Feb.  15,  an  81-year- 
d  female  at  Baptist  Medical  with 


sepsis  (a  blood  infection)  was  given  a 
blood  test.  The  lab  completed  the  test 
at  7:21  a.m.,  entering  the  result  into 
her  medical  file  on  the  network.  Seven 
seconds  later,  the  computer  alerted 
the  pharmacist  and  physician  that  the 
woman's  creatinine  level  had  risen, 
indicating  the  possibility  of  failing 
kidneys.  This  was  a  signal  to  the  phar- 
macist and  doctor  to  review  the  pa- 
tient's medications  because  many 
medications  excreted  by  way  of  the 
kidneys  become  toxic  when  kidney 
function  slows. 

Two  days  earlier  a  nurse  ordered 
that  a  70-year-old  male  stroke  victim 
be  given  nothing  orally  after  midnight 
in  preparation  for  some  X  rays  the 


next  day.  As  the  nurse  entered  the 
instruction  into  the  network,  the 
computer  reminded  the  nurse  that 
the  patient  was  on  the  heart  medica- 
tion Calan  (verapamil)  and  might  suf- 
fer if  he  missed  a  dose.  What  to  do? 

The  rules  at  Baptist  Medical  Center 
use  simple  Boolean  logic  constructed 
of  ifs,  ands,  ORs  and  NOTs.  Example: 
If  (A)  a  patient's  potassium  level  is  low 
and  (B)  the  patient  is  taking  the  heart 
medication  digoxin,  then  (C)  remind 
the  pharmacist  that  digoxin  may  cause 
dangerously  lower  potassium  and  (D) 
notify  the  physician. 

Though  the  Cerner  system  can  ac- 
commodate Boolean  logic,  it  is  based 
on  fuzzy  logic.  It  can  also  process 
combinations  of  rules,  or  metarules. 
Think  of  it  as  an  unseen  assistant 
following  each  doctor  and  nurse 
around  and  reminding  him  or  her  of 
things  that  might  easily  be  over- 
looked. 

In  response  to  Dr.  Bethea's  request 
for  a  rule  about  what  to  with  patients 
on  digoxin  if  the  digoxin  level  is  high, 
Muchmore  will  test  the  following  rule 
in  the  system:  If  blood  digoxin  is  high 
and  if  the  patient  is  still  on  digoxin 
pills,  notify  the  nurses'  station  to  call 
the  doctor. 

By  next  year  nurses  at  Oklahoma 
Baptist  will  enter  patient  vital  signs 
into  the  network,  possibly  using 
hand-held  radio-frequency  devices 
like  those  Federal  Express  delivery 
people  cany.  That  will  enable  the 
computer  to  recognize  a  trend  of 
falling  blood  pressure  or  quickening 
pulse.  Spotting  anomalies  quickly  can 
be  lifesaving,  says  Muchmore:  "Our 
minds  just  spin  from  the  possibilities 
of  what  we  can  do." 

The  system  is  a  relief  for  over- 
whelmed doctors  who  have  been  ex- 
pected to  remember  every  condition, 
medication  and  possible  complication 
for  each  patient.  Oklahoma  Health- 
care Corp.,  the  company  that  owns 
Baptist  Medical  Center,  has  spent  $24 
million  installing  information  sys- 
tems, including  the  Cerner  network 
and  broadband  cable  links  to  some  of 
its  14  rural  hospitals.  The  company 
plans  to  spend  another  $20  million 
over  the  next  five  years  to  complete 
the  network. 

A  computer  may  not  have  the  best 
bedside  manner,  but  it  has  an  excel- 
lent memory.  HK 
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AAA  Was  Searching  For  A  Fastei  Ik 
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heir  Members  To  Reach  Them. 


A 


hen 


We  Showed  Them  A  Shortcut. 


Annually,  AAA  receives  22  million  calls  for  emergency  help.  Win 
members  are  away  from  home,  they  want  to  get  through  fast.  AAA  wanted 
to  speed  things  up  even  more.  We  suggested  they  go  direct. 

We  started  with  ORIGIN®  soft  ware  developed  hy  BellSouth,  to 
integrate  their  new 
computer  system 
and  the  latest 
telccommun  ications 
technology.  The 

result  was  a  leading-edge  call  management  system  to  accommodate 
data  transmission,  voice  response  and  call  routing  all  at  the  same  time. 
All  on  the  same  line.  Now,  when  memhers  call  the  AAA  SUPERNUMBER* 
from  anywhere  in  the  U.S.  and  Canada,  the  system  automatically 
determines  their  location  and  routes  their  call  direct  to  the  nearest 
AAA  service  center. 

The  results  are  a  reduction  in  average  call  durations  of  almost  a 
third,  a  35  percent  increase  in  calls  with  no  addition  in  AAA  staff  and 
faster,  simpler  service  to  the  people  who  need  it. 

AAA  selected  BellSouth  h  ecause  we  re  a  lot  more  than  one  company. 
We  re  a  family  of  communications  companies,  capable  of  providing 
innovative  solutions  to  all  hinds  of  businesses.  Including  yours. 

From  paging,  cellular,  mobile  data  and  information  services  to 
systems  integration  and  sophisticated  telecommunications  networhs, 
BellSouth  has  the  depth  of  resources  to  meet  your  communications 
challenges  today.  And  tomorrow. 

For  more  information,  call  your  BellSouth  representative  or 

1-800-726-BELL. 


Telecomm  u  n  ica  Hons 
Information  Services 
Mobile  Communications 
Advertising  Services 


BELLSOUTH' 


Everything  you  expect  from  a  leader 


COMPUTERS/COMMUNICATIONS 


Connecting  two  distant  computers  ought  to  be  as  easy 
as  picking  up  the  phone  and  calling  a  friend.  That  dream 
may  become  a  reality  with  Ryder's  new  network. 


Data 
dial  tone 


By  David  C.  Churbuck 

Tracking  170,000  trucks  scattered 
across  48  states  is  a  big  job  for  any 
information  system.  Tie  in  900 
branches,  89  district  and  regional  of- 
fices and  a  Miami  headquarters,  and 
you1  re  talking  about  a  big  network. 
Now  open  up  the  system  so  that 
customers  who  lease  or  rent  these 


Where's 
my 

truck? 


trucks  can  tap  in  and  fetch  data  on 
billing,  availability  of  equipment  and 
maintenance  schedules. 

Ryder  System,  the  $4  billion  (sales) 
truck  lessor  and  auto  carrier,  is  in  the 
midst  of  spending  $23  million  to 
build  just  such  an  ambitious  network. 
The  goal:  Link  the  computers  owned 


by  Ryder  and  its  commercial  custom 
ers  so  intimately  that  users  can't  tell  i 
they  are  connected  to  a  machine  thaj 
is  down  the  hall  or  to  one  across  th 
country.  To  put  it  in  engineerin 
terms:  Make  a  WAN — a  wide  area  net 
work — that  looks  and  feels  like 
LAN — a  local  area  network. 


1L 

lit! 


Ryder  System  is 
trying  to  tie 
thousands  of  lease 
and  rental  customers, 
branches,  regional 
and  district  offices 
and  its  Miami  head- 
quarters into  one 
seamless  web  of 
data.  Key  elements: 
a  flexible  long  dis- 
tance telephone 
system  and 
routers  that  con- 
nect clusters  of 
PCs  to  the 
phone  system. 
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Ryder's  widely  dispersed  comput- 
;  are  connected  now,  mosdy  via 
m  (9,600-bits-per-second)  mo- 
ms and  leased  lines  connected  to 
:  headquarters'  mainframes. 
Connecting  two  computers  should 
as  easy  as  connecting  two  tele- 
ones,  says  Anthony  DeLima,  a  se- 
)r  technology  planner  at  Ryder, 
lien  you  pick  up  a  phone,  you  get  a 
J  tone  and  can  connect  to  any  other 
one.  Computer  links  should  be  like 
it,  he  reasons.  The  connections 
mild  be  available  all  day  long  and 
3ii Id  accept  just  about  any  model  of 
mputer  at  the  other  end. 
The  rewiring  of  Ryder's  computer 
tworks  is  taking  place  hand  in  hand 
th  a  rethinking  of  the  computers, 
ce  a  lot  of  other  companies  once 
dded  to  mainframes,  Ryder  has 
Dusands  of  dumb  terminals  in  its 
Id  offices.  These  are  being  gradually 
mped  in  favor  of  personal  comput- 
:.  Ryder  will,  for  a  time,  keep  its  two 
A  3090  mainframes  in  headquarters 


and  77  IBM  AS/400  minicomputers 
in  district  offices.  But  it  will  move 
away  from  IBM  communication  con- 
trollers designed  for  the  mainframe 
era.  Taking  their  places  will  be  desk- 
top-era inventions:  Cabletron  hubs 
and  Cisco  routers. 

A  hub  is  an  electronic  device,  akin 
to  a  computer  itself,  that  coordinates 
the  work,  and  the  message  passing,  of 
a  group  of  desktop  machines.  A  router 
connects  this  hub  to  the  outside 
world,  via  a  high-speed  telecommuni- 
cations line.  Ryder's  new  network  will 
be  almost  six  times  as  fast  as  the  old 
one.  Some  of  the  customer  data  that 
now  transmit  overnight  will  transmit 
immediately. 

To  achieve  those  speeds  the  system 
will  use  frame  relay  switches  built  into 
the  equipment  of  the  long  distance 
carriers.  Frame  relay  is  a  technique  for 
moving  data  at  speeds  up  to  45  mega- 
bits per  second  in  packets,  or  defined 
bursts.  That's  a  lot  of  data — the 
equivalent  of  several  books.  The  pack- 
et volume  expands  or  contracts  ac- 
>  cording  to  the  amount  of  traffic  on 
g  the  line.  In  that  way  the  customer  gets 
|  the  power  of  a  high-capacity  private 
I  leased  line  to  its  branch  office,  while 
paying  for  the  line  only  to  the  extent 
it's  used. 

Even  45  megabits  per  second  will 
someday  look  slow,  when  corpora- 
tions routinely  send  graphics  and  vid- 
eo over  the  phone  lines.  So  Ryder's 
network  vendors  are  already  thinking 
about  the  next  technology  beyond 
frame  relay,  called  asynchronous 
transfer  mode.  ATM  goes  faster,  can 
more  readily  mix  different  data  types 
(typed  characters,  voice  and  video)  in 
the  same  transmission  and  can  assign 
priorities,  so  that  time -sensitive  data 
like  voice  don't  wait  for  an  open  slot. 
ATM  transmission  is  only  beginning  to 
be  made  available  by  long  distance 
carriers. 

Frame  relays  or  ATMs,  the  engineer- 
ing complexities  of  a  computer  net- 
work are  daunting  for  the  user.  Some 
corporations  are  forging  ahead,  con- 
structing their  own  long  distance  net- 
works out  of  gear  like  routers  and 
private  lines  that  they  lease  from  long 
distance  phone  companies. 

But  many  others — Ryder  includ- 
ed— are  looking  to  the  long  distance 
carriers  to  figure  out  how  to  build 
important  parts  of  the  data  network. 


They  don't  want  to  know  how  it 
works.  They  just  want  the  computers 
connected. 

"Big  companies  want  to  walk  away 
from  the  nagging  complexity  of  ex- 
pensive routed  internetworks,"  says 
Paul  Callahan,  a  senior  analyst  at  For- 
rester Research  in  Cambridge,  Mass. 
"All  the  carriers  have  to  do  to  get  that 
business  is  prove  they  will  do  it." 

It's  the  same  sort  of  logic  that  is 
behind  a  thriving  part  of  Ryder's  own 
business,  contract  logistics.  In  this 
business  Ryder  does  more  than  pro- 
vide the  equipment;  it  runs  the 
client's  distribution  operation. 

One  telephone  carrier  that  aims  to 
get  a  big  share  of  this  custom  network 
business  is  Sprint  Corp.,  which  six 
months  ago  began  selling  a  45 -mega - 
bit-per-second  network  service  built 
around  ATM.  Sprint  claims  that  by 
next  year  it  will  be  moving  traffic  over 
its  ATM  network  at  a  staggering  600 
megabits  per  second.  Sprint,  AT&T, 
MCI  and  other  carriers  will  be  bidding 
on  the  Ryder  system. 

Network  equipment  vendors, 
meanwhile,  are  looking  for  opportu- 
nities as  their  clients  move  up  from 
local  networks  to  countrywide  net- 
works. Synoptics  Communications, 
Cabletron  Systems,  FORE  Systems  and 
Wellfleet  Communications  (among 
others)  are  moving  into  the  wide  area 
equipment  market  by  offering  ATM 
capabilities  with  their  smart  hubs, 
routers  and  switches. 

Wellfleet,  whose  original  business 
was  making  routers,  has  joined  with 
MCI  in  developing  a  wide  area  switch 
called  the  bnx  (for  "backbone  node 
switch").  This  will  put  MCI  in  the 
business  of  providing  data  connection 
services.  Cabletron  recently  an- 
nounced an  ATM  switch  that  is  com- 
patible with  the  standards  for  central 
office  switches  used  by  telephone 
companies. 

David  Callisch,  a  spokesman  at 
Synoptics,  envisions  a  future  of  seam- 
less computer  connections:  "Eventu- 
ally there  will  be  no  such  thing  as  a 
local  or  a  wide  area  network,  just  one 
big  happy  network  where  no  one  has 
to  worry  about  protocol  translation 
and  lack  of  interoperability." 

To  put  it  in  lay  terms:  Someday 
your  computer  will  pick  up  the  phone 
and  get  a  data  dial  tone.  The  switch- 
ing will  be  left  to  others.  H 
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INTERACTIVE  MEDIA 


Where  is  the  power  going  to  be  in  the 
fast-moving  CD-ROM  software  industry- 
Silicon  Valley  or  Hollywood?  . 

Seeking 
the  killer  CD 


By  Damon  Darlin 

George  Grayson  has  spent  his  life 
looking  for  the  "killer  app" — the  ap- 
plication program  so  good  that  every- 
one buys  not  just  die  program  but  new 
hardware  to  run  it  on.  Lotus  1-2-3  did 
that  for  die  IBM- PC.  What's  going  to  do 
it  for  compact  disk  players  for  comput- 
ers? After  a  career  that  began  at  Micro- 
grafx  with  a  search  for  killer  graphics 
programs,  Grayson  is  now  hoping  to 
find  the  killer  CD.  Last  year  he  founded 
7th  Level  Inc.  as  a  producer  of  interac- 
tive media  products. 

The  company's  first  release  is  a  mu- 
sical cartoon  game  for  small  children 
called  Tuneland.  This  may  not  yet  be 
the  killer  Grayson  seeks,  but  he  seems 
to  be  hot  on  the  trail  of  one. 

Grayson's  philosophy  is:  Worry 
about  the  performers,  not  about  die 
geeks.  That  is,  in  producing  interactive 
computer  software,  pay  attention  to  the 
creative  content.  The  engineering  side 
of  the  business — writing  com- 
puter code — isn't  as  daunting. 

That's  why  Grayson  lined  up 
Bob  Ezrin,  a  well-known  rec- 
ord producer,  as  cochairman, 
and  put  the  firm  in  Los  Ange- 
les, not  far  from  the  Burbank 
studios  of  Walt  Disney  and 
Warner  Bros. 

Grayson  and  Ezrin  have 
won  impressive  backing.  Men' 
Adelson,  cofounder  of  Lori- 
mar  Telepictures,  and  finan- 
cier Michael  Milken  have  put 
up  most  of  the  $7.5  million 
seed  capital.  That  money  has 
enabled  Grayson  to  buy  talent. 
He  teamed  with  Scott  Page, 
formerly  a  saxophonist  with 
Pink  Floyd,  to  find  other  cre- 
ative types  to  integrate  music 
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with  action  in  7th  Level  releases.  Co- 
median Howie  Mandel  provides  the 
voice  of  the  main  character  in  Tune- 
land.  Movie  director  and  ex-Monty 
Python  cartoonist  Terr)'  Gilliam  will 
work  on  7th  Level's  next  feature,  a 
revue  of  games  and  classic  Python 
skits  that  will  embed  the  viewer  in  a 
surrealistic  Python  world. 

"It  didn't  make  any  sense  to  go  to 
the  software  community,"  says  Gray- 
son. "It  made  sense  to  tap  into 
Hollywood." 

Grayson  didn't  cut  corners  on  the 
engineering  side.  The  characters  in 
Tuneland,  who  play  hide-and-seek 
with  the  user  and  burst  into  song  at 
every  turn,  have  sharply  defined  edges 
and  bright  colors.  Where  most  com- 
puter games  have  jagged  outlines,  this 
one  has  the  look  of  a  classic  Warner 
Bros,  cartoon.  The  40-minute  pro- 
gram contains  12,000  frames  of  ani- 


7th  Level's  George  Grayson 
He's  moving  Silicon  Valley  to  Hollywood. 


mation,  more  than  ten  times  what  yoa 
would  sec  in  a  typical  CD-ROM  game. 

The  GD  rom  format  (compact  dislq 
read-only  memory)  started  out  as  j 
repository  of  data — about  250,000 
pages  of  text.  It  was  used  for  things 
like  unabridged  dictionaries  and  tele- 
phone books.  Next  came  educational 
interactive  titles.  But  the  format's  fuj 
tare,  Grayson  is  convinced,  lies  irj 
entertainment.  (Once  upon  a  time,  hi 
says,  the  phonograph  was  thought  td 
have  a  future  mainly  as  a  machine  fofl 
teaching  foreign  languages.) 

Grayson  and  company  aren't  thd 
only  people  seeking  to  marry  Silicon 
Valley  and  Hollywood.  Microsoft 
Corp.,  the  software  giant,  has  an 
nounced  it  wants  to  make  educationa 
software  and  recently  bought  Soffl 
image,  a  Canadian  computer  anirril 
tion  company.  Others  are  launching 
interactive  media  businesses  from  ar 
entertainment  base.  Video  vendoi 
Blockbuster  Entertainment  Corp.  has- 
invested  in  Virgin  Interactive  Enterf 
tainment,  a  creator  of  CD  ROM  gamei 
like  7th  Guest  and  Monopoly  Deluxe 
MCA,  owned  by  Japanese  electronic] 
giant  Matsushita,  recently  bought  aij 
interest  in  Interplay  Productions,  an] 
other  videogame  maker. 

Where  are  the  game  makers,  whe 
have  more  interactive  revenue  thai 
every  other  vendor  combined?  The] 
are,  says  Grayson,  too  narrowly  fo[ 
cused  on  8-to-  14-year-old  boys.  Itl 
one  thing  for  a  parent  to  spend  $15( 
on  a  cartridge  game  player.  A  $2,00( 
multimedia  computer  is  another  mi 
ter.  "A  PC  is  not  used  just  t( 
see  if  you  can  pull  the  spina 
cord  out  of  your  oppo- 
nent," he  says. 

The  $49  Tuneland  disk  ha! 
a  few  bugs;  you  have  to  tweal 
some  computer  models  to  ge 
the  full  sound  effects.  If  Gray] 
son's  engineers  can  polish  the 
product — and  if  his  creative 
types  can  deliver  entertain 
ment  that  beats  what  arrivej 
on  television — then  he'll  mcj 
tivate  at  least  some  household! 
to  buy  multimedia-capabfl 
computers  they  otherwise 
would  have  done  without. 

It's  sad  but  true:  People  an 
more  interested  in  being  en 
tertained  than  in  being  in 
structed.  ■ 
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The  important  thing 
is  service.  After  all,  this 
is  practically  your 
whole  life  you're 
toting  around. 
Luckily, 
every  Digital 
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We  have  three  impres- 
sive new  notebooks. 

Yes,  they  give  you  up 
to  33  MHz  of  i486™ 
processor  power.  Yes, 


notebook  is  backed  by 


our  three-year  limited 
warranty. 

But  you  need  your 
laptop  in  your  lap,  not  on 
somebody's  workbench. 
That's  why  we  don't  just 


That's  our 
DEC  Passport™ 
service  program  — 
the  strongest  you  can  get. 
And  it's  free  the  first  year. 

Truth  is,  we're  giving 
you  everything  you  need 
in  a  laptop. 

A  book  so  good  you 
can't  put  it  down. 

And  coverage  so  good 
you  won't  have  to. 

Call  1-800-316-4903. 

Please  reference  BTK  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon.-Fri.  ET. 


Get  Lotus  Organizer™ (up  to  $H9  value) 
free  when  you  purchase  any  DECpc 
425SE  notebook  by  May  3 1,  1994. 


they  have  a  s 
for  Type  I,  II,  and  III 
PCMCIA  cards.  Yes, 
they  offer  monochrome, 
dual-scan  color,  or 
active-matrix  color  dis- 
plays. And,  yes,  the  price 
is  right. 

But  never  mind  all 
of  that. 


its  coverage. 


back  our  notebooks.  We 
get  them  back  to  you. 
Pronto. 

How  pronto?  From 
your  door  and  back  to 
your  door  in  as  little  as 
two  days.  That  goes  for 
hotel  doors,  motel  doors 
and  bed-and-breakfast 
doors  around  the  world. 


ta 
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Beyond  the  box. 
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The  monolith 


COMMENTARY  BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a  managing  director  at 
Unterberg  Harris,  an  investment  banking  firm  in 
San  Francisco;  his  MCI  mail  address  isakessler. 


This  may  sound  strange,  but  Bill 
Gates  reminds  me  of  that  ominous 
black  slab  that  shows  up  in  2001:  A 
Space  Odyssey. 

It's  been  a  while  since  I  saw  the 
movie,  so  I  am  relying  for  my  facts  on 
Gates  himself.  To  wit,  I  pulled  them 
off  a  Microsoft  CD-ROM  called  Cine- 
mania,  which  has  synopses  of  movies. 

The  1968  film  classic,  scripted  by 
Arthur  C.  Clarke,  is  an  allegory 
about  man's  evolution.  It  opens  with 
a  tribe  of  prehistoric  apes  cavorting 
millions  of  years  ago.  They  come 
upon  an  awesome  black  slab.  The 
moment  they  touch  it,  they  become 
more  human -like,  using  a  bone  as  a 
tool.  .  .  .  Flash  forward  to  the  space 
era.  The  U.S.  government  stumbles 
upon  the  monolithic  slab.  Once 
again,  mere  contact  with  it  projects 
society  forward,  this  time  toward 
Jupiter  and  some  future  world. 

To  his  competitors,  Gates  is  like 
that  black  slab,  monolithic  and 
frightening.  His  base  is  in  operating 
systems  (DOS,  Windows),  but  it  now 
towers  over  the  entire  desktop. 

Microsoft  will  do  evervthing  it  can 
to  protect  its  operating  systems  base. 
The  company  plies  the  market  with 
constant  upgrades  of  its  operating 
systems.  It  issues  preemptive  licenses 
to  hardware  manufacturers;  when  you 
buy  a  computer  these  days  you  are 
likely  to  become  a  Gates  customer, 
whether  you  wanted  to  or  not.  And 
Microsoft  is  full  of  eloquently  ex- 
pounded visions  of  future  operating 
systems,  like  Chicago  and  Cairo. 


But  Gates  doesn't  stop  there.  Now 
his  influence  extends  to  basic  applica- 
tions likeword  processors  and  spread- 
sheets. The  ultimate  proof  of  a  com- 
panv  bent  on  total  domination  is  the 
fact  that  Microsoft  sells  a  golf  game 
and  even  a  word  processor  for  kids.  Is 
there  nowhere  safe  to  hide  in  the 
software  industry? 

Well,  Microsoft  is  monolithic,  just 
as  IBM  was  once  upon  a  time.  How  can 
you  deny  that  about  a  rapidly  growing 
software  company  with  $2  billion  in 
the  bank  and  sales  likely  to  top  $4 
billion  this  fiscal  year? 

Many  products  developed  by  small- 
er companies  are  now  being  sub- 
sumed into  Microsoft's  operating  sys- 
tem dominance.  There  is  the  graphi- 
cal interface,  once  the  unique  selling 
proposition  of  Apple  Computer,  now 
standard  with  Windows.  Then  there 
are  utilities  (programs  to  handle 
chores  such  as  backing  up  files  and 
finding  lost  files).  Symantec's  Norton 
operation  used  to  make  a  good  living 
at  that,  but  now  you  get  utilities 
packaged  with  your  involuntarily  pur- 
chased copy  of  Windows. 

Antivirus  software  from  McAfee 
Associates,  disk  compression  from 
Stac  Electronics,  font  management 
from  Adobe  Systems,  the  electronic 
mail  found  in  Lotus  Development's 
cc:Mail — all  are  under  attack  by  the 
Microsoft  monolith.  Memory  man- 
agement was  a  specialty  of  Quarter- 
deck Office  Systems,  but  now  that 
feature,  too,  is  incorporated  in  Win- 
dows. Quarterdeck  used  to  be  quite 
profitable.  Now  it's  in  the  red. 

I  have  scarcely  mentioned  applica- 
tion programs.  Both  Lotus  and 
Borland  International  depend  for 
a  good  part  of  their  revenues  on 
spreadsheets.  As  good  as  these 
products  are,  they  are  nothing  really 
special  in  comparison  with  Micro- 
soft's Excel.  Microsoft  is  rapidly  tak- 
ing share  in  word  processors  away 
from  innovator  WordPerfect.  A  big 
reason  is  that  Microsoft's  Word  pro- 
gram works  so  well  with  its  own  Win- 
dows operating  system. 

There  you  have  it:  Microsoft,  the 


big  black  monolith.  But  wait.  Ii 
200],  the  slab  wasn't  just  big.  I 
was  some  kind  of  divine  inspiration 
pushing  humanity  to  evolve.  Micro 
soft's  message  to  other  softvvan 
developers:  "Move  to  a  highe 
plane.  Develop  something  bette 
than  these  basic  functions,  or  yoi 
will  become  extinct." 

Quarterdeck  may  not  evolve  it 
time.  But  Adobe  surely  will.  Now  tha 
fonts  and  type  managers  are  bundle<j 
in  Windows,  Adobe  is  mewing  t< 
Acrobat,  a  universal  file  interchange 
scheme  more  evolutionarily  advancec 
than  anything  in  Windows.  Window 
for  Workgroups  threatens  to  tak< 
peer-to-peer  networking  (22  secret 
taries  sharing  a  printer)  away  fron 
innovator  Novell.  To  survive,  Newel 
is  moving  on.  Its  Netware  4.0,  intro 
duced  last  year,  is  positioned  for  largj 
networks  of  servers  ( 1 ,200  terminal 
in  an  insurance  company). 

Microsoft's  Money  hits  the  marka 
for  personal  finances.  So  Intuit  i 
forced  to  crank  out  ever  more  evolvec 
versions  of  Quicken,  and  at  the  samj 
time  move  on  to  Quickbooks,  a( 
accounting  package  for  small  busi 
ness.  Quickbooks  now  may  be  undei 
attack  from  Microsoft  Profit.  Intuil 
will  have  to  innovate  again. 

America  Online  felt  threatened  bj 
the  large  stake  that  Paul  Allen  took  ii 
it  last  summer.  It  should  have  beei 
looking  over  its  shoulder  at  somconi 
else — Allen's  partner  at  Microsoft) 
Bill  Gates.  A  look  at  an  early  version  oj 
the  successor  to  Windows,  Chicago 
reveals  built-in  hooks  to  what  coulo 
be  a  Microsoft  on-line  service.  Late 
in  1994,  Microsoft  will  have  the  abilil 
ty  to  ship  several  million  copies  ; 
month  of  a  front  end  to  potential  on 
line  subscribers.  America  Online  can'! 
even  think  of  numbers  like  that.  It  wil 
have  to  move  upstream,  offering  on| 
line  content  rather  than  just  a  connec; 
tion  service. 

Is  Microsoft  good  or  evil?  Woulo 
we  be  happier  if  we  were  still  carefrei 
apes?  Can't  answer  those  questions 
Microsoft  is  there,  and  we  have  to  livi 
with  it.  We  are  forced  to  evolve.  ■ 
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e  could  spend  kours  explaining  exactly 
el  instant  information  cm  mean  to 
.  But  we  think  vou  get  the  message. 


vkat  Skylel 


you 

One  look  at  the  display  screens  akove, 
nd  you'll  quickly  see  tkat  tke  SkyTel  System 


you  gei 

SlcyTel  can  tell  you  wkenever  you  kave 
a  voice  mail,  so  you  don't  kave  to  waste  your  time 


5  not  just  akout  paging.  It's  akout  instant  infor-     constantly  calling  your  office. 


lation.  It's  an  important  distinction  to  make. 


SkyTel  can  tell  you  tkat  someone  just  sent 


Uid  understand.  Especially  if  you  ever  get  on      you  an  E-Mail  message  and  display  tke  first 


n  airplane  and  fly  somewkere  on  kusiness. 

For  starters,  SkyTel  doesn't  keep  you.  It 
ives  you  important  information. 

It  tells  you  tkat  tke  client  needs  you  in 
itlanta  instead  of  New  York  first  tking  tomor- 
dw.  It  tells  you  tkat  paragrapk  two  on  page 
kree  of  tke  contract  needs  to  ke  deleted.  It 
A\s  you  tkat  your  youngest  just  scored  two 
oals  in  ker  first  soccer  game. 

And  all  witkout  your  once  kaving  to  kunt 
3r  a  pay  pkone  or  return  a  pkone  call. 

But  tkat's  not  all  SkyTel  can  tell  you. 


240  ckaracters  for  you. 

SkyTel  can  tell  you  tke  day's  important 
kusiness  news  and  otker  keadlines,  kours  ke- 
fore  you'll  read  or  kear  akout  it  anywkere  else. 

SkyTel  can  even  tell  you  kow  well  your 
favorite  stocks  are  doing  twice  daily. 

Tke  difference  is,  SkyTel  doesn't  just  give 
you  notification.  It  gives  you  important  infor- 
mation you  can  use.  Instantly. 

And  as  you  akeady  know,  in  kusiness,  infor- 
mation is  everytking.  Es-  Ol/J  g& 

OrwIUI  JBl 

pecially  out  on  the  road.  '     a  s^cWy of Mtel 


Find  out  what  SkyTel  can  do  tor  you.  Call 1-800-395-0231. 

©1994  SkyTel 


INSIGHTS 

SCIENCE  &  TECHNOLOGY 


Crimes 
buck-passing 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  an  editor  of  Phantom 
Risk:  Scientific  Inference  and 
The  Law  (MIT  Press,  1993). 


If  Congress  doesn't  dare  enact  a 
$100  billion  environmental  program, 
may  it  hand  the  job  to  someone  else? 
The  Environmental  Protection  Agen- 
cy perhaps?  Not  if  government  pow- 
ers are  to  be  exercised  as  the  constitu- 
tion requires.  And  that,  in  a  nutshell, 
is  why  the  toxic  waste  law  called  Su- 
perfund  needs  a  lot  more  than  the 
generally  sensible  reforms  the  Admin- 
istration recendy  proposed.  As  it's 
now  written,  Superfund  is  not  a  law  at 
all,  nor  will  the  proposed  amend- 
ments make  it  one.  Snperfund  is  noth- 
ing but  a  multibillion-dollar  abdica- 
tion of  legislative  responsibility. 

Enacted  in  the  waning  days  of  the 
Carter  Administration,  in  a  panicky 
response  to  headline  crises  like  Love 
Canal,  Superfund  has  since  become  the 
most  expensive  environmental  pro- 
gram in  history.  Just  how  expensive 
nobody  knows.  Congress  has  levied 
some  $16  billion  in  Superfund  taxes, 
but  the  epa  also  has  sweeping  power  to 
sue  private  parties,  and  its  policy  is  to 
shift  as  much  spending  as  possible  to 
private  ledgers.  The  best  guess  is  that 
off-budget  spending  totals  many  times 
direct  federal  disbursements. 

That's  the  first  problem  with  Su- 
perfund: no  budget.  What  we  spend  is 
defined  by  how  many  lawyers  the  epa 
can  hire. 

Problem  two  is  that  what  we  buy 
w  i  h  the  blank  check  isn't  specified 


either.  The  law  says  we  are  supposed 
to  get  clean,  squeaky  clean,  as  clean  as 
anybody  can  get  around  to  defining 
this  year  or  next.  No  kidding — you 
really  won't  find  much  more  than  that 
in  any  of  the  torrent  of  words  voted 
on  by  Congress. 

The  last  problem  is  that  no  toxicol- 
ogist,  hydrologist  or  other  -ologist 
can  supply  what  Congress  neglected 
to  write.  Half  of  Superfund  expendi- 
tures already  involve  attaining  levels 
of  cleanliness  set  by  what  the  epa  itself 
calls  its  "'dirt-eating  rules,"  but  even 
so  we  could  be  spending  more.  A  nail- 
biting  risk  analyst  can  always  postulate 
new  pathways  for  release,  measure 
contamination  at  lower  levels  and 
raise  concerns  about  smaller,  longer- 
term  effects  among  larger  groups  of 
people.  Epidemiological  studies  have 
identified  no  significant  long-term 
health  effects  from  Superfund  dumps 
so  far.  But  effects  may  always  still  be 
lurking  just  over  the  statistical  hori- 
zon. "Safe"  and  "clean"  are  political 
concepts,  not  scientific  ones. 

With  no  limits  in  Superfund  itself, 
and  none  forthcoming  from  science, 
work  on  cleaning  up  dumps  simply 
expands  to  consume  the  funds  avail 
able.  Estimates  purporting  to  define 
the  scope  of  the  problem  double  every 
few  years.  Current  projections  as  to 
how  much  spending  might  be  needed 
for  Superfund  cleanup  over  the  next 
several  decades  vary  wildly,  from  $30 
billion  to  $1.7  trillion. 

Private  defendants  don't  lie  down. 
When  you  find  yourself  summoned  to 
play  in  this  legal  Monte  Carlo,  any 
amount  of  defensive  spending  on  law- 
yers makes  sense.  You  duplicate  every 
study  and  gold-plate  it  with  an  eye  to 
future  litigation.  As  the  epa  prepares  to 
sue  you,  you  prepare  to  sue  every  other 
possible  defendant.  In  litigation  over 
die  cleanup  of  Tybouts  Corner,  near 
Wilmington,  Del.,  for  example,  over 
100  depositions  were  taken.  Each  was 
attended  by  a  dozen  or  more  lawyers. 


Some  lasted  several  days.  More  thj 
2,000  entries  were  eventually  record 
on  the  Tybouts  docket.  Insurers,  t] 
last  inductees  into  the  casino,  devc  i 
80%  of  their  Superfund  spending 
litigation  rather  than  cleanup. 

The  consequence  of  such  prod 
dures  is  not  cleanup  but  paralysis. 
Superfund's  first  year  EPA  completi 
40  emergency  removals;  today  E 
takes  four  years  to  decide  whether 
dump  should  be  listed  as  a  priori 
site,  and  often  a  decade  more  to  g 
on  with  the  work.  Delay  of  this  ordj 
can  devastate  the  very  communitii 
that  Superfund  is  supposed  to  hell 
Contact  with  Superfund  becomes  s< 
daily  poisonous.  The  very  fact  thj 
EPA  has  arrived  "to  help"  can  shaft 
property  values  and  repel  new  indu 
trial  investment. 

Superfund,  in  short,  is  a  poisonoi 
dump  of  litigation,  a  mirror  image  < 
the  problem  it  is  supposed  to  solvt 
The  law  has  no  outer  edges,  no  coj 
tainment.  It  is  a  repository  of  spenuB 
thrift    political    declarations,  abaiH 
cloned  on  the  insecure  premises  ofl 
federal  agency  and  the  courts.  LavH 
like  this  one  leak  into  the  rest  <l 
society  cancerous  plumes  of  lawyer! 
administrators  and  consultants,  tit 
brokers  of  uncertainty. 

This  is  more  than  a  shame;  it  isi  4 
crime.  Superfund  is  unconstitutiona 
or  at  least  it  would  be  under  the  "noi 
delegation  doctrine"  that  the  Su 
preme  Court  at  one  time  was  willin 
to  enforce.  The  idea  is  simple  enougl 
Congress  is  entitled  to  make  law,  eve 
stupid  law,  but  it  is  not  entided  t 
delegate  its  responsibilities  wholesa 
to  shadow  legislatures  of  burcaucraj 
who  never  have  to  face  voters  at  tf 
ballot  box.  Sure,  Congress  may  leav 
details  of  a  law  to  agency  rulemakin 
and  the  courts,  but  only  up  to  a  poini 
Superfund  is  miles  past  it:  It  doesnl 
delegate  details,  it  delegates  everj  es, 
thing.  The  law  makes  no  serious  at 
tempt  at  all  to  say  how  much  cleanui  ra 
we  want  to  buy,  at  what  price. 

"Such  a  law  is  nothing  but  an  ope 
invitation  to  a  peculiar  form  of  law  "s 
lessness,   mediated   by   the   courl  d) 
themselves.    The    Supreme  Com 
should  take  the  time  to  think  abor 
that  point  long  and  hard.  Chemid  « 
companies  aren't  the  only  ones  wn  „ 
should  be  required  to  contain  wast 
and  clean  up  what  they  spill.  ■ 
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Our  new  home  theater  comes  with  plenty  of  leg  room 


You're  just  aching  for  big  entertainment,  so  stretch  out  those  weary  legs.  Our  new 
terView™  projection  TVs  deliver  maximum  stimulation  for  eyes  and  ears.  With  plenty  of 
room  to  put  your  feet  up.  Because  we've  engineered  the  cabinet  profile  down  to  about  the 
depth  as  a  standard  27-inch  TV  set.  But  we  haven't  sacrificed  performance  one  inch.  With 
like:  800  lines  of  horizontal  resolution,  4-channel  Digital  Sound  Processing,  dual-tuner  PIP. 
you've  got  five  incredible  48"  models — and  two  55"  beauties — to  choose  from.  Take  a  stroll 
i  to  your  Toshiba  dealer  today,  and  stretch  out  in  front  of  a  narrow-body  TheaterView™ 
ction  TV.  They'll  give  you  lots  of  extra  room  for  your  legs.  While  they  take  your  breath  away. 

TERVlGWisalrademarkofTACP  T  i       • ,  1  rr* 

In  louch  with  tomorrow 

TOSHIBA 


Toshiba  America  Consume'  Products,  Inc .  82  Totowa  Road,  Wayne,  NJ  07470 


JAL  AFFAIRS 

BV  WILLIAM  C.  FLANAGAN 


Conventional  wisdom  says  surrender  is  the  best 
reaction  if  you  are  assaulted.  But  some  experts 
now  think  it's  better  to  fight  back. 

The  best 
defense . . . 


By  Vicki  Contavespi 


Self-defense  teacher  Tony  Blauer  (right)  and  one  of  his  students 
A  briefcase  can  be  a  nasty  weapon. 


Shortly  after  10  p.m.  the  two  Ca- 
nadian businessmen  finished  dinner 
at  a  restaurant  on  Beauchamp  Place  in 
London.  They  began  strolling  back  to 
the  Sheraton  Park  Tower  in  Knights- 
bridge.  As  they  turned  up  a  side  street, 
they  ran  into  five  skinheads  practicing 
martial  arts  moves. 

The  Canadians  crossed  the  street, 
but  the  leader  of  the  skinheads  jogged 
in  front  of  them  and  said:  "Hey,  mate, 
have  you  got  some  money  for  us?" 

One  of  the  men  was  50-vear-old 


Brian  Hipson,  then  a  senior  executive 
at  Canadian  Steamship  Lines  in  Mon- 
treal. Was  this  the  time,  Hipson  won- 
dered, to  put  to  the  test  his  blue  belt  in 
Tae  Kwon  Do? 

Five  against  two?  Tough  kids 
against  middle-aged,  dinner-logged 
businessmen?  Conventional  wisdom 
says  when  you  are  in  a  spot  like  this 
you  should  avoid  confrontation,  hand 
over  your  cash  and  pray. 

But  consider  this:  To  whom  are  you 
entrusting  your  life?  Relying  on  die 


mercy  of  a  mugger  can  be  fatal. 

Walking  on,  Hipson  chatted  v 
the  skinheads'  leader  and  finally  r< 
plied  calmly,  "Sorry,  but  we've  spe 
all  our  money  visiting  your  fair  city 
The  potential  assailant  was  so  takej 
aback  he  dug  into  his  pocket  an 
flipped  Hipson  a  50-pence  coin. 

It  worked.  But  if  it  hadn't?  Hipsoi 
who  had  taken  a  course  in  self-dd 
fense,  says  he  was  all  set  to  fly  inlj 
action,  just  as  he  had  been  taught. 

After  decades  of  preaching  coope 
ate,  cooperate,  cooperate,  some  sel 
defense  experts  and  law  enforcemeij 
agencies  now  urge  victims  to  try  t 
outwit  assailants.  And  failing  that,  t 
fight  back — without  hesitation  aq 
with  as  much  force  as  possible. 

In  these  violent  times,  meekne 
can  often  invite  aggression.  Says  Liei 
tenant  Catherine  Garcia- Lindstron 
commander  of  the  Detroit  police  d«|ul 
partment's  crime  prevention  una 
"We  actually  had  criminals  who  carrj 
back  and  said,  'They  [the  victim 
were  too  cordial.  I  wanted  the  tea 
the  anger,  and  they  didn't  give  it  t 
me.  So  I  killed  them.'  " 

Tony  Blauer,  of  Montreal,  hj 
taught  self-defense  for  16  years  v 
folks  like  Hipson.  Blauer  teaches  cert 
bral  self-defense — being  mental 
prepared  for  trouble.  And  being  sej 
and  trained,  to  fight  if  you  have  to. 

But  just  by  being  willing  to  fig 
and  showing  it,  you  may  not  have  t<| 
Blauer  urges  his  students  not  to  pan 
but  to  always  keep  a  mantra  like  thj 
one  in  mind:  "I  will  do  what  I  can  t 
absent  myself  from  this  situation  . 
quickly  as  possible."  That  means 
willingness  to  resort  to  physic 
force — but  only  as  a  last  resort. 

First  try  what  Blauer  calls  "chafe] 
speech."  If  the  attacker  can  be  mac) 
to  speak,  he  will  become  somewh 
distracted.  His  talking  buys  yq 
time — to  change  his  mind,  to  make  a 
escape,  to  signal  for  help,  to  plan  a 
eye  jab  or  some  other  telling  blov 
Examples  of  Blauer's  choice  speed 
"You  were  probably  abused  as  i 
child,"  or  "Why  do  you  want  to  hu 
me?  I  hate  the  same  people  you  do. 

Blauer  also  gives  students — mar 
of  them  business  men  and  women- 
some  practical  security  tips  on  stayin 
out  of  harm's  way: 

Never  stand  near  the  buttons  in  a|l[F 
elevator.  Stav  near  the  middle  in  tf 
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:k.  Anticipate  that  the  thug  will 
ch  for  the  stop  button.  If  he  does, 
t  is  your  moment  to  hit  him  while 
back  is  to  you. 

irab  his  hair  and  ram  his  head  into 
elevator  wall.  If  he  doubles  over, 
n  perhaps  a  head  slam  to  the  knee 
good  measure.  Your  goal  is  to 
:art  the  car  and  hit  all  the  buttons 
each  floor,  then  get  out  of  the  car. 
"you're  traveling,  or  simply  wor- 
i  about  a  robbery  of  your  home  or 
el  room,  leave  a  $20  bill  about  4 
;  inside  the  door.  Blauer  says  that 
criminal  will  walk  past  a  $20  bill 
hout  pocketing  it.  So  if  you  return, 
:n  the  door,  and  notice  the  bill  is 
le,  immediately  close  the  door  and 
find  the  cops  or  security. 
Iways  park  near  a  light  and  close  to 
ate  or  to  security.  If  you  can,  use 
:t  parking,  but  give  the  valet  only 
ir  ignition  key — a  wax  impression 
tome  keys  can  easily  be  made  by  an 
erprising  valet. 

he  second  you  feel  someone  be- 
d  you  or  attempting  to  put  an  arm 
a  rope  around  your  throat,  whip 
und  and  face  him.  This  removes 
possibility  of  being  choked,  since 
attacker  is  now  pulling  against  the 
scles  at  the  back  of  your  neck.  The 
ck  you'll  give  him  by  simply  turn- 
around could  even  be  enough  to 
ok  him.  Blauer  maintains  that  as- 
ints  are  ill -prepared  to  deal  with 
frontation. 

"ry  to  go  into  a  defensive  position, 
,  put  your  hands  up  to  shield  your 
:.  While  the  attacker  will  think 
're  cowering  in  fear,  you're  now  in 
dating  stance,  ready  to  poke  him  in 
eyes  or  throat,  which  will  force 
i  to  back  off. 

[ever,  ever  stop  on  the  street  to 
k  at  your  watch  if  someone  asks  the 
e.  While  you  gaze  at  your  watch, 

are  vulnerable.  Simply  approxi- 
:e  the  time  and  keep  walking, 
elf- defense  is  not  for  everyone. 

if  you  are  worried  about  the 
•ease  in  violent  crime  and  feel  you 
aid  rather  take  a  chance  on  fight- 
than  trust  yourself  to  a  criminal's 
xy,  Blauer  offers  a  $200  weekend 
linar — including  physical  and  ce- 
ral  self-defense  techniques — at  his 
i  in  Montreal.  He  also  travels 
xighout  North  America  to  give 
porate  seminars.  For  more  infor- 
:ion  call  514-737-6659.  mm 

bes  ■  March  14,  1994 


Preventing 
frozen  pipes 

It's  the  nightmare  of  every  home- 
owner in  the  Snow  Belt:  You're  away 
for  a  few  days,  the  heat  goes  off,  the 
pipes  freeze,  then  burst  and  turn  your 
home  into  a  frozen  lake. 

Preventing  such  a  disaster — in 
some  cases  damages  can  reach  six 
figures — is  easy  and  inexpensive. 
There  are  four  systems  now  on  the 
market  that  can  monitor  your  home 
while  you  are  away. 

■  The  most  sophisticated  is  Scul-Tel, 
a  computer-linked  system  that  keeps 
tabs  on  room  temperature,  furnace 
operation  and  fuel  level  (for  oil -heat- 
ed homes).  Scul-Tel  consists  of  a  bat- 
tery-powered transmitter  about  the 
size  of  a  smoke  detector,  and  three 
pinky-size  sensors  placed  around  your 
home.  If  a  problem  arises,  like  a  tem- 
perature drop,  a  furnace  malfunction 
or  a  dangerously  low  fuel  level,  the 
sensors  signal  the  transmitter.  The 
transmitter,  in  turn,  automatically 
contacts  your  fuel  distributor — over 
your  phone  line — leaving  a  message 
on  his  dedicated  computer.  The  dis- 
tributor's 24-hour  watchman  should 
then  immediately  dispatch  a  service 
crew  to  your  home. 

There  is  no  interference  with  the 
telephone  lines,  and  Scul-Tel  is  unaf- 
fected by  power  outages,  since  it  is 
batter)'  powered.  Even  if  your  phone 
service  is  interrupted  owing  to  a 
storm,  Scul-Tel  isn't  defeated.  The 
dealer  is  automatically  alerted  to  the 
phone  outage,  since  your  system  will 
suddenly  drop  "off-line." 

Scul-Tel,  made  by  Wilmington, 
Mass. -based  Scully  Signal  Co.,  is  sold 
only  to  fuel  dealers,  who  in  turn  sell  or 
lease  the  system  to  homeowners. 

The  system  requires  the  fuel  dealer 
to  have  a  computer  dedicated  to  mon- 
itoring. Cost  to  the  homeowner: 
$175  and  up,  plus  $70  annual  moni- 
toring fee  if  purchased.  If  you  lease, 
you  usually  pay  a  higher  monitoring 
fee.  If  your  fuel  supplier  doesn't  have 
Scul-Tel  available,  you  can  contact 
Scully  (800-272-8559)  to  find  the 
closest  one  who  does.  Note:  Shop 
around.  Some  aggressive  dealers  are 
giving  away  Scul-Tel  systems  in  order 
to  retain  customers  and  attract  new 
business. 

■  The  Sensaphone  (model  1100), 


made  by  Aston,  Pa. -based  Phonetics, 
Inc.  (610-558-2700),  monitors 
room  temperature.  It  plugs  into  a 
phone  jack  and  standard  electrical 
outlet.  When  a  change  from  a  preset 
temperature  level  occurs,  Sensaphone 
automatically  dials  four  programmed 
phone  numbers— until  it  receives  an 
acknowledgment — to  advise  you  and 
your  fuel  dealer  of  the  problem. 

You  can  also  make  a  phone -check 
of  your  home  at  any  time  and  get  a 
voice-synthesized  update  on  tem- 
perature conditions. 

One  drawback:  A  phone  outage 
knocks  out  the  $395  unit.  It's  avail- 


able from  the  factory  or  distributors. 

■  Telefreeze  is  a  simple,  inexpensive 
yet  ingenious  device  that  connects 
your  telephone  to  a  thermostat  that 
monitors  room  temperature.  Should 
it  drop  below  a  predetermined  level, 
Telefreeze  triggers  a  busy  signal  on 
your  telephone  line.  So  when  you  call 
your  unattended  home  and  get  a  busy 
signal,  you  know  you  have  to  call  your 
fuel  dealer  in  a  hurry.  You  can  install 
Telefreeze  yourself.  It's  generally 
available  from  fuel  suppliers,  hard- 
ware or  plumbing  and  heating  stores. 
Cost:  $100.  Contact  Telefreeze  in 
Westhampton  Beach,  N.Y.  (516- 
288-4451)  for  a  vendor  near  you. 
Drawback:  A  phone  outage  renders 
the  system  useless. 

■  Winter  Watchman  works  much  like 
the  timers  that  turn  on  lights  auto- 
matically. This  device  turns  on  a 
lamp — placed  near  a  window — when 
the  room  temperature  drops  below  a 
preset  level.  It  presumes  you  have 
made  arrangements  with  a  trusted 
neighbor  to  watch  for  the  light  and 
then  alert  your  fuel  dealer.  Cost: 
about  $25,  and  available  at  your  local 
hardware  store. 

If  you  already  have  a  burglar  alarm 
system  connected  in  your  home,  it's 
possible  the  alarm  company  may  al- 
low you  to  attach  add-on  sensors  to 
monitor  temperature.  Should  it  drop 
below  the  designated  setting,  the 
alarm  company  is  automatically 
notified.  -Toddi  Gutner  mm 

123 


COLLECTORS 

PERSONAL  AFFAIRS 

Attention,  iovers  of  horse  paintings 

and  prints.  With  prices  down  30%  and  more, 

now'sa  good  time  to  buy. 

Pink  coats 
and  horseflesh 


"inheritress 
Worth  $50, 


By  Christie  Brown 

Prices  for  British  equestri- 
an art  leapt  like  a  hunter 
clearing  a  jump  in  the 
1980s.  Dealers  could  thank 
collector  Paul  Mellon  and 
fashion  designer  Ralph 
Lauren. 

Mellon,  an  ardent  horse- 
man and  Anglophile,  has 
been  collecting  ever  since 
1935,  when  his  famous  fa- 
ther, Andrew,  gave  him 
four  paintings  of  horses 
by  notable  19th-century 
British  artists,  such  as  Ben- 
jamin Marshall,  as  a  wed- 
ding present. 

The  elder  Mellon,  an 
avid  collector  who  founded 
the  National  Gallery  of  Art 
with  his  donation  of  old  i^HMi 
master  paintings  in  1937, 
was  no  fan  of  the  sporting  genre. 
Indeed,  he  thought  fox  hunting  dan- 
gerous and  racing  for  fools. 

But  son  Paul  loved  the  stuff,  and 
quietly  set  about  amassing  the  great- 
est private  collection  in  the  world  of 
British  equestrian  art.  He  bought 
hundreds  of  paintings  and  prints  dat- 
ing from  1700  to  1850  by  such  artists 
as  George  Stubbs,  John  Herring  Sr., 
James  Seymour  and  Henry  Aiken. 

Mellon,  who  also  has  a  major  col- 
lection of  impressionist  paintings,  has 
always  kept  a  low  profile  in  the  art 
market,  so  his  name  would  not  drive 
up  prices.  From  the  late  1950s 
through  the  1970s  he  used  a  trusted 
agent  in  London  to  buy  long-neglect- 
ed sporting  pictures.  Few  were  even 
aware  of  Mellon's  keen  interest  until 
the  late  1970s,  when  he  donated  hun- 
dreds of  equestrian  paintings,  just 
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by  John  Herring  Sr. 
000  in  1988,  now  $27,000. 


part  of  his  collection,  to  the  Yale 
Center  for  British  Art  and  the  Virginia 
Museum  of  Fine  Art. 

Equestrian  art  attained  glamour. 
"Paul  Mellon  put  his  stamp  on  it,  and 
it  became  fashionable  and  desirable," 
says  New  York  dealer  Ian  Peck. 

Enter  designer  Ralph  Lauren,  he 
who  popularized  an  urbanized  ver- 
sion of  the  horsey  look — tailored, 
tweedy  jackets  and  jodhpurs  for 
around  the  house.  Equestrian  art  was 
the  perfect  accessory  and  lined  the 
walls  of  Lauren's  salesrooms. 

Quick  to  catch  the  trend,  Christie's 
initiated  an  annual  auction  of  sporting 
art  in  1982  timed  for  the  day  before 
the  Belmont  Stakes  in  New  York.  The 
race  and  fashion  crowds  joined  the  art 
crowd,  and  prices  surged.  Sotheby's 
jumped  on  the  bandwagon  in  1984, 
staging  its  own  auctions  in  New  York 


during  the  Belmont,  in  addition  tc 
sale  in  Sussex,  England  during 
Goodwood  race  meeting. 

Decorators,  corporate  buyers  ai 
Wall  Streeters  clamored  for  any  pair] 
ing  showing  four  legs  and  a  pink  co\\ 
In  1987  a  painting  by  George  Stubrj 
"Baron  de  Robeck  Riding  a  Bl 
Cob,"  brought  $2.4  million— tl 
record  for  a  sporting  painting. 

The  results  were  entirely  predid 
able.  By  1988  the  market  was  satura 
ed.  Prices  for  most  paintings  hai 
since  slid  about  30%. 

Take  the  works  of  John  Herring  S 
(1795-1865),  one  of  the  best-knoM 
British  sporting  artists, 
traditional  hunting  seel 
showing  lots  of  colorful  ri< 
ers  surrounded  by  millir 
hounds   typically  fetchc 
$20,000  in  1980  and  ro| 
to  $60,000  in  1987.  No[ 
it's     down     to  aboi 
$40,000.  Classical  pain 
ings  of  a  handsome  hori 
standing  alone  have  farfl 
worse.  Thus  it  was  that  "Ii 
heritress,"  an  1846  Hej 
ring  painting  of  a  single  bi 
horse,  sold  for  $27,000  la 
year  at  Sotheby's.  Ian  Pen 
estimates  it  would  hai 
brought  $50,000  in  1988 
"The      run -of- the -ml 
stuff  that  went  up  three  < 
four  times  in  the  1980s  hi 
become  difficult  to  sell  no 
at  any  price,"  says  Davi 
Moore-Gwyn,  of  Sotheby's  Britia 
paintings  department  in  Londoi 
Christie's  abandoned  specially  spor 
ing  sales  in  1988  and  folded  the  spor | * 
ing  paintings  into  European  sales 

The  same  troubles  that  afflicte 
horse  paintings  have  been  con 
pounded  for  horse  prints. 

During  its  heyday  of  1700 
1840,  long  before  people  began  i 
talk  of  fox  hunters  as  "the  unspeal 
able  in  pursuit  of  the  uneatable, 
copper  plates  of  popular  sportifl 
paintings  were  made,  and  thousano 
of  prints  churned  out  to  fill  popul: 
demand. 

Hundreds  of  those  original  copp« 
plates  have  been  kept  and  have  bee 
put  back  on  the  presses  countle: 
times  over  the  last  200  years.  Since  th 
prints  are  all  virtually  identical,  it's  no 
easy  to  tell  a  print  that  was  made,  sa] 

Forbes  ■  March  14, 199 


P1 


"Baron  de  Robeck 
Riding  a  Bay  Cob" 
Oil  by  Stubbs 
once  fetched 
$2.4  million. 


le  1830s  from  one  made  five  years 
.  The  engraving  on  the  plate,  the 
Usher's  name  and  date  on  the 
Lt  are  all  the  same.  While  newer 
its  are  often  somewhat  thinner  in 
earance — betraying  the  wear  on 
plate — it  takes  a  keen  eye  to  spot 
difference. 

he  price  of  prints  followed  paint- 
: — up  in  the  1970s  and  early 
0s,  and  back  down  as  the  decade 
ed.  The  market  for  many  prints 
slipped  about  50% — more  for  re- 
t  reproductions.  The  classic  set  of 
-  hunting  scenes  is  the  most  popu- 
mage.  Many  early  or  original  sets 
prints  in  decent  condition  that 
iy  fetched  up  to  $2,000  in  1988 
/  bring  about  $800.  Later  impres- 
ts fetch  much  less.  "There  are 
dreds  of  thousands  of  sporting 
its  out  there,  and  maybe  1%  are 
sidered  collectible,"  says  Richard 
,  picture  and  print  specialist  at 
leby's  in  London.  "Collectors  get 
trated  when  they  think  they  have 
lething  very  rare  and  it  turns  out  to 
3ne  of  a  shedftil  that  were  repro- 
ed  five  years  ago." 
'o  avoid  that  pitfall,  Kay  advises 


Fox  hunting  print 
published  in  1844 
Don't  get  fooled 
by  later 
reproductions. 


print  collectors  to  get  a  receipt  from 
the  dealer  attesting  to  the  age  of  the 
print.  That  way  you  have  recourse  if  it 
turns  out  the  print  you  bought  is 
really  a  later  reproduction. 

Great  art  it  may  not  be,  but  if  you 


like  the  stuff,  now's  a  good  time  to 
buy.  The  bible  in  the  field  for  learning 
about  the  artists  is  The  Dictionary  of 
British  Equestrian  Artists,  by  Sally 
Mitchell,  published  by  the  Antiques 
Collectors'  Club.  Price:  $89.50.  m 
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You've  read  about  all  those  firings  at  IBM. 
But  did  you  know  the  company  was  doing  a 
fair  amount  of  hiring  as  well? 

What  kind  of 
duck  are  you? 


CEO  is  a  narcotic,"  he  admits.  But  la; 
spring  Lou  Gerstner  asked  him  t 
come  to  IBM  in  a  staff  job.  It  meant, 
Czarnecki  puts  it,  "being  the  navig 
tor  as  opposed  to  the  driver."  It  alsj 
meant  gambling  his  career  on  held 
ing  turn  around  IBM. 

The  IBM  offer  appealed  to  the  wil 
duck  in  Czarnecki.  He  took  the  jotj 
Excitement  won  out  over  security  an 
comfort.  Says  Czarnecki,  "I  had  a 
opportunity  to  have  a  significant  ir 
fluence  on  helping  reconstruct  one  c 
the  world's  greatest  companies." 

Alfred  Amoroso  is  another  wil 


By  Brigid  McMenamin 
I 


The  late  Thomas  Watson  Jr.  of  ibm 
liked  to  tell  Kierkegaard's  tale  about  a 
man  who  relished  watching  the  annu- 
al flight  of  wild  ducks. 

Each  year  he  sowed  a  nearby  lake 
with  feed  so  the  ducks  would  stop  to 
eat.  Some  of  the  ducks  gave  up  flying 
south  and  wintered  at  the  lake  in- 
stead. In  time  they  grew  fat  and  lazy. 
Why  bother  to  fly  when  you  have 
everything  laid  on  for  you  right  here? 

The  moral:  You  can  make  wild 
ducks  tame,  but  you  can  never  make 
tame  ducks  wild  again. 

In  spite  of  this  caution,  IBM  became 
a  tame  duck  company  in  a  wild  duck 
industry.  It  is  paying  the  price.  So  are 
its  employees.  Worldwide,  since 
1986,  180,000  of  them  have  been  let 
go  or  soon  will  be. 

But  while  IBM  has  been  pushing 
people  out,  it  has  also  been  bringing 
some  new  people  in.  Since  the  begin- 
ning of  last  year,  it  has  hired  over 
1,300  professionals,  including  36 
new  executives  (see  box,  p.  128). 

IBM  is  looking  for  wild  ducks. 

"We  want  fresh  blood  at  every  lev- 
el," says  IBM's  new  human  resources 
chief,  Gerald  Czarnecki,  53.  "New 


ideas,  new  ways  of  seeing  the  world." 

IBM's  new  boss,  Louis  V.  Gerstner 
Jr.,  the  first-ever  IBM  chief  executive 
who  didn't  rise  through  the  ranks,  is 
one  example. 

Another  is  Czarnecki,  a  man  who 
moved  from  job  to  job  in  his  career, 
making  waves  wherever  he  went.  He 
started  out  in  the  back  office  at  Chica- 
go's Continental  Bank  and  went  on  to 
run  banks  all  over  the  U.S.,  including 
Honolulu's  Honied  Bank.  Czarnecki 
shook  things  up  by  selling  assets,  cut- 
ting jobs,  prodding  bank  employees 
with  sales  training  and  introducing 
incentives  all  the  way  down  to  the 
branch  manager  level. 

Dark  suits,  white  shirts,  sober  ties, 
corner  offices?  At  Honfed,  Czarnecki 
wore  Hawaiian  shirts  and  visited  the 
branches  to  ask  customers  how  the 
bank  could  better  serve  them.  He 
made  senior  executives  get  out  and 
talk  with  customers  and  employees. 
Czarnecki  didn't  suggest.  He 
demanded. 

When  BankAmerica  bought  Hon- 
fed for  nearly  $165  million  in  July 
1992,  it  asked  Czarnecki  to  stay  on. 
The  offer  was  seductive.  "Being  a 


duck  who  recently  joined  IBM.  At  2 
he  left  the  security  of  Electronic  Dal 
Systems  to  start  his  own  consultin| 
business,  sold  it  to  Price  Waterhous* 
joined  Price  Waterhouse  in  a  senic 
job  consulting  for  insurance  comp3 
nies.  Last  year  IBM  wanted  to  expan 
its  insurance  consulting.  The  old  ib; 
would  have  tried  to  develop  the  a 
pertise  in-house.  No  time  for  th; 
now.  Last  summer  IBM  asked  Amoi 
oso  to  come  and  run  its  insuranq 
consulting  business. 

Amoroso  weighed  the  pros  anj 
cons.  He  was  flattered  and  curious  t| 
learn  what  he  could  do  with  the  teclj 
nological  resources  available  only  at 
place  like  ibm.  But  he  also  knew  aboij 
IBM's  sometimes  maddening  b ureal 
cracy  and  knew,  of  course,  that  IB] 
was  losing  money. 

.He  took  the  job.  "I  just  couldn 
pass  it  up,"  says  Amoroso,  who  claim 
IBM's  bureaucracy  isn't  as  bad  as  he* 
feared. 

William  (B.J.)  Johnson  had  don 
network  marketing  at  Digital  Equifl 
ment  Corp.  IBM  asked  him  to  manag 
its  Networking  Hardware  Division 
Gerstner   reassured    him    that  hi 
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It  uses  sunlight  to  cool  you. 
Air  to  protect  you. 
And  its  always  thinking  of  you. 


The  Mazda  929 


In  a  category  of  automobile  where 
le  machine  so  often  selfishly  monopolizes  the  attention, 
iere  is  one  luxury  sedan  that's  surprisingly  sensitive  to 
ie  needs  of  its  driver,  gj  The  Mazda  929.  M  Thanks  to 
n  available  Solar  Powered  Ventilation  System  that  helps 
ool  the  cabin  while  it's  parked,  the  929  makes  you  feel 
welcome  from  the  moment  you  get  in.  M  Drivers-  and 
assenger's-side  air  bags  are  ready  to  help  protect  you  on 
ie  road.  g§  Why,  it  even  remembers  to  defog  the  windows 
/hen  you  turn  on  the  windshield  wipers.  H  Of  course, 


the  929  also  offers  the  unflustered  performance  that 
discerning  drivers  expect  from  a  fine  car.  The  engine, 
with  193  horsepower,  is  generous.  And  the  suspension 
thoughtfully  adapts  to  cope  with  the  alternating  demands 
of  monotonous  interstate  or  treacherous,  serpentine 
back  roads.  SI  So  before  you  purchase  a  luxury  sedan,  we 
urge  you  to  give  some  serious  thought  to  the  Mazda  929. 
After  all,  it  would  do  the  same  for  you. 


It  Just  Feels  Right.8 


:ndard  features  include  a  24-hour  Roadside  Assistance  Program,  4-wheel  disc  brakes  with  Anti-lock  Brake  System  (ABS),  3.0L.  DOHC.  24-valve  V6  engine,  automatic  climate  control,  power  moonrooj  and  a  36-month/ 
000-nile.  no-deductible,  "bumper-io-bumper"  limited  warranty.  See  dealer  for  limited-warranty  details.  For  a  free  brochure  on  ihe  929  or  any  new  Mazda,  call  I-800-639-I000  ©  1994  Mazda  Motor  of  America.  Inc. 


wouldn't  be  bound  by  IBM  tradition.- 
"I  never  want  to  hear  you  say,  'That's 
the  way  IBM  does  it,'  "  Johnson  recalls 
Gerstncr  saying. 

Each  of  these  people  knew  die  risks. 
They  were  big  risks.  But  they  were  all 
the  kinds  of  people  who  rate  opportu- 
nity as  more  important  than  security. 
Wild  ducks. 

Ed  Zschau,  54,  a  two-term  con- 
gressman, founded  System  Industries 
Inc.,  a  Silicon  Valley  information 
storage  company.  Last  year  Zschau 
was  chief  of  Censtor  Corp.  when  he 
accepted  IBM's  offer  to  head  its  $6.1 
billion  (1992  sales)  San  Jose-based 


Storage  Systems  Division,  a  unit  that 
traditionally  sold  chiefly  to  other  IBM 
divisions. 

IBM  needed  someone  to  head  the 
division  who  knew  what  life  was  like 
out  there  in  the  world  when  you 
didn't  have  mighty  IBM  behind  you. 
Zschau  was  the  man.  "What  I'm  do- 
ing is  taking  the  division  into  some 
new  market  areas,"  he  says.  That 
means  shaking  up  an  outfit  accus- 
tomed to  serving  a  captive  customer. 

Ian  Bonner  cofounded  several 
companies  that  market  microcom- 
puters, including  Atlanta-based  Stra- 
tegic Marketing  Partners.  IBM  recruit- 


ed him  last  year  and  asked  him  i 
move  to  Dallas  to  lead  its  efforts  to  s( 
microprocessors.  "You  hear  all  tl 
negative  stuff,  and  yet  when  you  a 
inside,  you  find  out  IBM  is  still 
company  that  has  enormous  techno 
ogy  and  marketing  muscle,"  Bonn< 
says.  In  just  five  months  Bonner  hi 
already  brought  in  some  oth| 
outsiders. 

Will  the  wild  ducks  stay?  Will  thi 
coax  the  other  birds  off  the  groun 
and  get  them  hunting  again?  Th 
much  is  certain:  Nobody's  sowing  tl 
lake  with  seed  for  them  any  long 
It's  get  out  and  hunt  or  perish. 


IBM's  flock 
of  wild  ducks 

IBM  is  counting  on  a  cadre 
of  entrepreneurs  and  indus- 
try specialists  to  get  the 
company  moving  again. 
Below  are  capsule  back- 
grounds of  those  who  are 
not  discussed  in  the 
story. 

Richard  W.  Barker 

Former  head  of  McKin- 
sey  &  Co.'s  European 
health  care  consulting 
practice;  once  handled  lo- 
gistics for  Exxon. 

Ben  C.  Barnes 

NCR/Teradata  marketing 
executive. 

Ronald  Blunden 

Thomson  Consumer 
Electronics  communica- 
tions. 

Giancarlo  Bortolotti 

Canon's  marketing  man- 
ager in  Italy. 

Michael  R.  Cannon 

Veteran  of  Syquest  Tech- 
nology, PrairieTek  and 
Control  Data  Corp. 

S.  David  Chang 

Xerox  director  of  corpo- 
rate strategy;  Nynex  mar- 
keting executive. 


Peter  A.  Hayes 

E  MU  Systems  marketing. 

Frank  Jelenko 

Strategic  planning  at  NEC 
Technologies. 

David  B.  Kalis 

Migrant  flack  from  rjr 
Nabisco  and  American 
Express. 

Robert  W.  Kilcullen 

Centronics  Data  Com- 
puter Corp.  marketing 
executive. 

Roy  C.  King 

Management  consultant 
with  Booz,  Allen  &  Hamil- 
ton and  KPMG  Peat  Mar- 
wick;  King  has  also  worked 
for  Theodore  Barry  &  As- 
sociates, Deere  &  Co., 
Trane  Co.  and  AT&T. 

Abby  Kohnstamm 

American  Express  mar- 
keting executive  under 
Gerstner. 

Stanley  S.  Li  tow 

Chief  operating  officer 
for  the  New  York  City  Pub- 
lic Schools  and  onetime 
president  of  a  not-for-prof- 
it called  Interface. 

L.  Thomas  Love 

Orgware,  Inc.  chief  and 
Stepstone  founder;  worked 
for  GE  and  ITT. 


William  T.  Maxwell 

Sony  executive. 

Elisabeth  Meriam 

Ernst  &  Young  manage- 
ment consultant. 

David  B.  Middleton 

NEC  Technologies  mar- 
keting executive. 

David  R.  Proctor 

President  of  Xerox  Com- 
puter Services;  former  pres- 
ident of  Ashton-Tate. 

John  R.  Osborne 

Marketing  jobs  at  Zenith 
Data  Systems  and  Busi- 
nessland. 

Frank  J.  Roney 

Partner  at  Price  Water- 
house. 

William  E.  Slavin 

Partner  at  ktmg  Peat 
Marwick;  founder  of  infor- 
mation technology  strat- 
egy consulting  firm  Slavin 
Associates. 

Joe  M.  Scott 

Mellon  Information  Ser- 
vices sales  executive.  - 

Ronald  A.  Soicher 

Motorola  executive. 

Paul  T.  Sweeny 

President  of  SHI.  System  - 
house  Inc. -Europe. 


G.  Richard  Thoman 

President  of  Nabisco  In- 
ternational; previously 
banking  consultant  for 
McKinsey. 

Richard  F.  Wallman 

Sales  and  marketing  con- 
troller at  Chrysler  Corp. 

T.  Stenson  White 

Booz,  Allen  partner. 

D.  Kent  Win  ton 

Marketing  for  Interphase 
Corp.;  IBM  salesman  in  the 
1960s. 

Jerome  B.  York 

Chrysler  chief  financial 
officer;  previously  with 
RCA,  Ford  and  General 
Motors. 

Frederick  W.  Zuckerman 

Treasurer,  rjr  Nabisco. 
Started  at  Ford.  In  the  late 
1970s  kept  the  books  for 
ibm's  real  estate  and  con- 
struction division.  Stint  at 
Chrysler. 

Finally,  the  point  duck 
of  the  flying  vee: 

Louis  V.  Gerstner  Jr. 

Chairman  and  chief  exec- 
utive officer,  rjr  Nabisco; 
president,  American  Ex- 
press; McKinsey  consul- 
tant. 
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whf *  ^  gives  V°"  an  edge 
Tor  whatever  pops  up  in  life. 


The  Principal  Edge: 

Life  has  a  way  of  jumping  up  and 
surprising  us  at  every  turn. 

X     /SMUT  /     n  But  with  AdJustable  Life  from  The 
K  Mm  /     ^ln?'Pal  Financia!  Groupf  you  have  an 
edge.  Insurance  you  can  adjust  to  fit  the 
changes  in  your  life. 
With  Adjustable  Life,  you  don't  have  to  choose 
H  Wf  ..^een  term  and  whole  life  because  you  get 
&Mf    the  best  of  both.  You  can  increase  or  decreasT 
the  amount  of  coverage  anytime?  Raise  oNower 

coveLPeeEJpUnmS  W'!h0Ut  reducin9 the  amount  T 
coverage  Even  use  the  cost  of  living  benefit  to  increa** 

Group,  Des  Moine^A  50392-msa  32      *  RnanCial 


The  financial  company 
that  gives  you  an  edger 


Financial 
Group 


*£tttt5S£^£&^£l       C°-        P"W?  'A.  50393-0,50. 

SJ 1 992  Principal  Mutual  Life  Ins.  Co. 


FACES  PCHINU  IHt  NliUKto 

EDITED  BY  JOHN  R.HAYES  


No  priorities 

Is  Dana  Mead  about  to  get  his  own 
company?  Since  1992  Mead,  58,  has 
been  number  two  to  Michael  Walsh  at 
Tenneco,  the  Houston -based  con- 
glomerate. Mead  held  down  the  fort 
during  Walsh's  successful  treatment 
for  brain  cancer,  but  his  biggest  as- 
signment has  been  the  J.I.  Case  divi- 
sion, the  $3.7  billion  tractor  maker 
that  lost  $1  billion  in  1991. 

Mead  eliminated  8,000  jobs,  cut 
back  marginal  product  lines,  reduced 
inventory  by  nearly  $2  billion  and 
introduced  a  price  structure  that  em- 
phasized profits  over  market  share.  In 
all,  he  chopped  some  $200  million  a 
year  from  costs.  "We  went  after  every- 
thing at  once,'"  he  says.  "There  are  no 
priorities  among  essentials.'1  Result: 
Case  reported  an  $82  million  operat- 
ing profit  last  year. 

There's  more  to  do.  Manufactur- 
ing is  still  at  break-even,  and  sales  are 
down  dramatically  in  Kurope.  But  the 
improvement  should  be  enough  to 
support  a  public  offering  of  Case 
stock.  Tenneco  won't  comment,  but 
rumors  are  strong  that  it  might  sell  a 
minority  interest  to  the  public  very 
soon.  Expect  Mead  to  stay  on  as 
chairman.    -Christopher  Palmeri 

Both  sides  now 

Hedge  fund  manager  Mark  Dick- 
stein  has  caught  the  cake-and-eat-it- 
too  disease.  Dickstein,  35,  runs  Dick- 
stein  Partners,  which  in  nine  years  has 
moved  from  takeover  arbitrage  to 
bankruptcy  bonds  and  back  again  to 
takeovers.  In  Paramount  he,  along 
with  other  arbs,  was  a  big  supporter  of 
"shareholder  rights,"  meaning  he  ob- 
jected when  Chairman  Martin  Davis 
tried  to  squelch  Barry  Diller's  unsolic- 
ited buyout  offer.  Davis  lost  that  bat- 


LEFT: 

Tenneco  President 
Dana  Mead 
Reaping  profits 
from  J.I.  Case. 

RIGHT: 

Broadway 
producers  Barry 
and  Fran  Weissler 
Taking  their 
show  on  the  road? 


tie,  and  Dickstein  made  $5  million  in 
the  ensuing  bidding  contest. 

But  shareholder  rights  don't  always 
cany  the  day  with  Dickstein.  In  a 
bankruptcy  reorganization  last  year, 
Dickstein  converted  his  debt  into  a 
10%  stake  in  Carson  Pirie  Scott,  a 
Milwaukee-based  $1  billion  (sales) 
department  store  chain.  In  November 
he  became  chairman,  whereupon  he 
immediately  installed  a  poison  pill 
making  it  prohibitively  expensive  for  a 
hostile  bidder  to  buy  the  company. 

Says  Dickstein:  "The  purpose  of  a 
pill  is  to  avoid  someone  taking  over 
the  company  without  paying  a  con 
trol  premium.  We  believe  the  compa- 
ny's prospects  are  very  strong  on  a 
stand-alone  basis." 

Hypocritical?  A  bit.  But  foolish 
consistencies  don't  return  50%,  as 
Dickstein  did  last  year.  -Rjva  Atlas 


Hedge  fund  manager  Mark  Dickstein 
No  longer  against  poison  pills. 


Brand-name  Broadway 

A  success  rate  of  l-in-2  is  good  fd 
any  Broadway  producer.  Husbam 
and  wife  Barrv  and  Fran  Weissler  hav 
made  money  on  10  of  their  13  proj 
ductions  since  1980.  Their  strategyi 
Brand-name  Broadway:  revivals 
successful  shows  with  big-name  stari 
Their  current  hit,  My  Fair  Lady,  star 
Richard  Chamberlain  as  Professq 
Henry  Higgins. 

The  couple  started  out  28  yean 
ago,  founding  their  own  company  n 
do  Shakespeare  for  school  kidi 
"Shows  can  close  quickly,"  says  Fraq 
"But  schools  never  go  out  of  busi 
ness."  Graduating  from  publii 
schools  to  colleges,  they  began  work) 
ing  with  better-known  actors.  Il 
1982  their  production  of  Othello  witj 
James  Earl  Jones  and  Christophe 
Plummer  moved  to  Broadway.  Bel 
ginner's  luck:  The  show  won  th 
Tony  for  best  revival. 

Since  then  they've  done  Cat  on  j 
Hot  Tin  Roof  with  Kathleen  Turnei 
Zorba  with  Anthony  Quinn,  and  Gyp 
jywith  television  star  Tyne  Daly. 

Now  they're  casting  for  a  financi 
brand  name.  They're  talking  to  Beal 
Stearns  and  Donaldson,  Lufkin  S 
Jenrette  about  going  public  and  rais 
ing  $50  million  for  future  produc 
tions.  "I  won't  do  it  unless  I  have  ai 
exceptional  house,"  Barry  says  of  th| 
offering,  sounding  every  bit  like 
producer  talking  up  his  next  roai 


slu  >w. 


-Lisa  Gubernick 
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No  one  has  more  press 
credentials  than  Rockwell. 


The  most  influential  papers 

in  over  100  countries  are 
printed  on  our  Goss  presses. 


Rockwell  does  a  lot  more  than 
make  news  in  space  exploration. 
We  also  make  the  equipment 
that  prints  the  news.  We're  the 
world's  leading  supplier  of  web 
offset  presses  for  newspapers 
and  commercial  printing. 

Two  out  of  three  U.S.  dailies 
roll  off  Rockwell's  Goss  presses. 
And  our  commercial  presses 
print  the  largest  number  of 
advertising  supplements  and 
flyers  inserted  in  U.S.  papers. 


We've  brought  newspapers 
greater  flexibility  in  the  use  of 
high-quality  color.  And  our  com- 
puter-controlled presses  also 
enhance  operation  efficiencies. 

In  every  market  we  serve, 
we  are  driven  by  what  we  call  a 
restless  dissatisfaction  with  the 
status  quo.  A  commitment  to 
provide  our  customers  with 
nothing  short  of  excellence  in 
Electronics,  Aerospace, 
Automotive  and  Graphics. 


'i*  Rockwell 


AUTOMATION   /   AVIONICS  /   DEFENSE  ELECTRONICS   I  TELECOMMUNICATIONS   /   AEROSPACE     /   AUTOMOTIVE   /   GRAPHIC  SYSTEMS 
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Just  don't  expect  it  to  roar. 


Under  pressure  to  be  swifter, 
stronger  and  more  agile,  some 
organizations  may  be  tempted 
to  seek  superficial  solutions. 

But  in  this  era  of  unrelenting 
change,  the  true  character  of 
every  enterprise  will  be  tested. 

#1994  Anoersen  Consulting  All  rights  reserved. 


So  rather  than  shallow,  short- 
term  fixes,  Andersen  Consulting 
can  help  you  achieve  lasting  im- 
provements by  aligning  all  of  your 
essential  components:  strategy, 
technology,  process  and  people. 

Because  these  days,  you  either 


transform  the  whole  organ  izati 
Or  risk  becoming  a  paper  tigei 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


IHt  l-UHbta/bHHKM  WALL  bltittl  HtUltW 

BY  GILBERT  STEEDLEY  ~H 


The  overall  market 


ien  the  Federal  Reserve  pushed  up 
federal  funds  rate — what  member 
iks  charge  each  other  for  tempo- 
y  loans—from  3%  to  31/4%,  Wall 
zct  suffered  a  heavy  but  short-lived 
ling  wave.  The  giant  correction 
t  some  had  feared  did  not  materi- 
ic  and  stocks  recovered  a  lot  of 
ir  losses. 

Catherine  Ayers-Rigsby,  president  of 
rfax,  Va. -based  European  Research 
vice,  is  one  of  the  relieved  bulls.  She 
ns  Federal  Home  Loan  Mortgage 
rp.,  which  securitizes  pools  of  resi- 
itial  mortgages.  Freddie  Mac  sells  at 
times  estimated  1994  earnings. 
;sby  says  that  this  firm,  unlike  many 
nice  stocks,  would  not  suffer  from  a 
:  in  interest  rates.  Indeed,  if  rates 
,  Freddie  Mac  should  benefit  from 
:reased  refinancing.  She  also  likes 
wlett- Packard:  It  reported  a  41% 
1  in  latest  quarter  profits  to  $  1 .42  a 
re.  She  expects  an  18%  earnings  gain 
the  vear. 


Special  focus 


How  many  baskets  do  you  need  in  order 
to  safely  store  eggs?  No  matter  how 
many  U.S.  stocks  you  have,  you  aren't 
■eally  diversified  if  you  don't  have  some 
money  abroad.  All  these  emerging  mar- 
kets show  low  correlation  with  the  U.S. 
market  (where  0  means  no  connection, 
1  means  the  two  move  in  lockstep). 


Little  in  common 

Country 

Correlation  to 
US  equity 
market 

Turkey 

-0.24 

India 

-0.12 

Korea 

-0.05 

Venezuela 

-0.02 

Thailand 

0.02 

Taiwan 

0.03 

Colombia 

0.11 

Chile 

0.13 

Source:  Barra,  Inc. ,  International  Finance  Corp. 
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The  Barra  All-US  price  index  as  of  2/17/94 

Market  value:  $5,090.3  billion 
PIE:  24.2 

P/E  minus  negative  EPS:  17.5 
Price/book:  2.7 
Yield:  2.4  % 


12-month  closeup 
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Closeup  oft  the  market 


Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

-2.0  % 

■ 

11.0% 

-2.4% 

S&P/Barra  Growth  index1 

-1.7 

a 

6.5 

-1.9 

S&P/Barra  Value  index2 

-2.3 

m 

16.4 

-2.6 

Dow  lones  industrials 

-1.1 

i 

18.8 

-1.4 

S&P  500 

-2.2 

■ 

8.9 

-2.4 

NYSE 

-2.2 

■ 

9.8 

-2.4 

Nasdaq 

-0.9 

i 

19.3 

-1.3 

Amex 

-2.6 

17.9 

-2.8 

EAFE3 

-1.8 

■ 

36.5 

-1.8 

CRB  futures  index 4  5 

12.1 

 1     1  3.4 

-10.5 

GoldfComex  spot) 

-1.2 

16.4 

-9.4 

Yen 5  (per  $US) 

-3.7 

-12.7 

-35.1 

Oil  ](W  Texas  Intermediate) 

-10.5 

-26.6 

-65.4 

The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Evergreen  Healthcare 

13% 

66% 

NA 

Spectrum  Info  Tech 

3 

-51% 

NA 

Valassis  Communications 

173/8 

46 

$0.10 

Education  Alternatives 

23i/2 

-38 

$0.41 

Sierra  On-Line 

271/4 

40 

-0.09 

US  Surgical 

181/2 

-35 

0.34 

Mid  Atlantic  Medical  Svcs 

395/8 

17'/8 

37 

36  . 

1.16 

Marsam  Pharmaceuticals 

127/8 

-29 

0.45  i 

LaserMaster  Technologies 

0.60 

Information  Resources 

263/, 

-29 

1.36 

2-week 

Since 

2-week 

Since 

Best 

change 

12/31/93 

Worst 

change 

12/31/93 

Aerospace 

6.2% 

6.4% 

Pollution  control 

-9.9% 

-1.1% 

Supermarkets 

3.4 

2.0 

Pharmaceuticals 

-7.4 

-8.4 

Electronics 

2.1 

5.2 

Oilfield  services 

-6.8 

-2.2 

Leisure, luxury 

1,9 

3.6 

Misc  mining,  metals 

-5.5 

2.3 

Trucking 

1.1 

15.5 

Electric  utilities 

-5.5 

-7.3 

— 

Data  for  period  ending  2/17/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
narkets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
igs  growth. 2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  pnce-to-book  ratios,  high  yields  and  low  pnce-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  "Index  of  21  commodity  futures.  5 Source:  Knight-Ridder 
:ial  Information.  Estimate.  Source:  Institutional  Brokers  Estimate  System.  '  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth 
:teristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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S&P  500  P/E*  vs.  Aaa  bonds* 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


Forecasting  the  S&P  500 


Aaa  bonds 


'88    '89     '90    '91    '92     '93  '94 

*S&P  500  P/E  is  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months,  t Actual  and  projected  price-to-coupon 
ratio  for  Moody's  Aaa  corporate  bond  index. 


1.00 


0.80 


0.60 


0.40 


0.20 


0.00 


Year 

Estimated 
P/E 

%  change 
current  est 
vs.  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1993E 

17.2 

0.8 

17% 

1994 

15.0 

-1.3% 

15 

1995 

12.8 

-2.3 

17 

FMAMJJ  ASONDJ 
1993  1994 


1994  estimates  for  IBES  industry  groups 

Rising  estimates  Falling  estimates 

automobiles 
finance 
software 
banking 

building  materials 


nonferrous  metals 
airlines 
truck  mfg 

oil 

steel 


Security  analysts  have  a  stake  in  promoting  the  sale  of 
stock,  so  their  earnings  forecasts  tend  to  be  too  optimistic. 
But  last  year  the  economy  recovered  so  fast  that  many 
analysts  were  left  in  the  dust.  Of  the  more  than  2,000 
companies  that  have,  so  far,  reported  1993  profits,  the 
Institutional  Brokers  Estimate  System  says  that  63%  either 
equaled  or  beat  their  consensus  forecasts.  With  results  in 
for  83%  of  the  companies,  1993  profits  for  the  s&P  500 
will  be  about  $27.40  a  share  ($24  after  writeoffs),  or  17% 
over  1992  results.  The  forecast  for  1994  is  for  a  15%  gain, 


to  $31.60. 

Detroit's  automakers  finished  last  year  on  a  strong  not< 
and  Wall  Street  analysts  think  the  trend  will  continue  fq 
1994.  Chrysler  is  expected  to  show  a  28%  earnings  gaiij 
Ford,  51%;  and  General  Motors,  138%.  Notes  IBES  daq 
base  director  Richard  Pucci,  "A  pickup  in  the  Europeaj 
economy  will  be  a  bonus  for  Ford  and  General  Motors.! 
Chrysler  sells  for  less  than  8  times  its  1994  estimate,  whil 
Ford  and  General  Motors  have  estimated  p/es  of  10  an 
12,  respectively. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


1993 


-1994  estimate- 


S-month 


Company/industry 

EPS 

recent 

3-month  change 

P/E 

price  change 

Reason 

Conner  Peripherals/computer  equip 

5-1.82 

$1.37 

56% 

12 

30% 

Higher  demand  for  hard-disk  drives 

Chrysler/automobiles 

6.06 

7.78 

18 

8 

11 

Rising  sales  of  new  car  models  and  of  light  trucks 

Armstrong  World  Inds/building  mat 

2.92 

3.22 

17 

17 

14 

Strong  performance  in  flooring  segment,  improved  efficient: 

General  Instrument/commun  equip 

1.48E 

1.88 

17 

31 

7 

Growing  sales  of  cable  equipment 

Compaq  Computer/computers 

5.44 

6.88 

15 

13 

31 

Increasing  demand  for  desktop  and  portable  computers 

Who's  not 


Greatest  decrease  in  estimates  over  the  past  three  months 


Company/industry 

1993 
EPS 

recent 

-1994  estimate — 
3-month  change 

P/E 

3-month 
price  change 

Reason 

Amerada  Hess/oil 

$-1.83 

$0.90 

-44% 

52 

-4% 

Falling  crude  oil  prices 

Union  Texas  Petroleum/oil 

0.62 

0.68 

-41 

29 

-2 

Soft  pricing  for  liquified  natural  gas  and  crude  oil 

Alcoa/aluminum 

0.74 

1.57 

-36 

51 

17 

Deteriorating  prices  of  sheet  aluminum 

Cooper  Inds/machinery 

2.76 

2.25 

-29 

18 

-25 

Downturn  in  petroleum  and  industrial  equipment  industries 

Tultex/apparel 

0.22E 

0.59 

-28 

10 

-26 

Falling  demand  for  activewear 

Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates  from  3,000  security  analysts  compiled 
the  Institutional  Brokers  Estimate  System.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors.  E:  Estimate. 
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ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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ding  a  job  with  a  future,  one  that  is  related  to  their  edu- 
)n,  that's  the  ultimate  test  college  graduates  face  today.  A 
i  education  isn't  enough.  Students  need  both  the  theory 
the  practical  application  of  that  theory  which  are  necessary 
n  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  for  a  system  of  higher  education 
prepares  students  to  meet  the  demands  of  American  busi- 
es. Taught  by  instructors  with  real-world  experience.  So 
luates  will  be  better  prepared  to  handle  the  jobs  tomorrow's 
nological  workplace  will  produce. 


That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  With  a  plan  to  double  it  by  the  year  2000. 
Today  ITT  Tech,  part  of  ITT's  Financial  &  Business  Services 
group,  is  one  of  the  leading  private  career-focused  programs 
in  the  U.S.  Teaching  entry  level  skills  for  productive 
jobs  in  telecommunications,  consumer  electronics,  aero- 
space, computer  drafting  and  other  21st  century 

fields.  It's  good  to  

know  our  invest-     TITIIT1  Were  more 

ment  is  working.    JL  JL  -L  than  just  our  name. 


FINANCIAL  &  BUSINESS  SERVICES     ITT  MANUFACTURED  PRODUCTS     ITT  RAYONIER     ITT  SHERATON 


STATISTICAL  SPOTLIGHT 


Upheaval  in  the  telecommunications  industry  has 
created  bargains  in  bonds  of  local  operating  companies. 


The  superhighway's 
slow  lane 


By  Eric  S.  Hardy 

Telephone  bonds  used  to  be  almost 
as  safe  as  Treasurys.  As  regulated  mo- 
nopolies, the  phone  companies  were 
assured  a  predictable  cash  flow  and 
slow  but  sure  growth. 

But  telephone  bonds  are  not  con- 
sidered as  gilt-edged  as  they  once 
were.  U  S  West  Communications' 
7V2S  of  2023,  for  instance,  have  a 
slight  5 -basis-point  (hundredths  of  a 
percentage  point)  yield  premium  over 
the  Texaco  TVzs  of  2043 — even 
though  the  oil  bond  carries  a  lower 
credit  rating  and  matures  20  years 
after  the  telephone  bond. 

Bond  buyers  are  worried  about  the 
future  of  the  local  phone  business. 
Could  cellular  phones  make  U  S  West 
Communications'  telephone  poles 
worthless?  Will  MCI  and  AT&T  slash 
their  "access"  payments  to  local 
phone  companies  by  building,  or 
threatening  to  build,  alternative 
wires?  Will  Time  Warner  go  into  the 


local  phone  business? 

The  fears  may  be  overblown.  De- 
spite losing  25  points  of  market  share 
since  1984,  AT&T  is  thriving.  And 
even  though  regulations  have  allowed 
competitors  (like  Teleport)  into  the 
local  phone  business,  these  alternative 
carriers  have  yet  to  take  away  even  1% 
of  the  local  phone  companies'  busi- 
ness, according  to  consultants  Eco- 
nomics and  Technology  Inc.  in  Bos- 
ton. Competitors  are  likely  to  be  dis- 
couraged by  high  entry  costs  and  by 
state  regulations.  Nynex's  New  York 
Telephone  subsidiary,  for  example, 
says  it  spends  $23  a  month  to  service 
the  average  residential  customer  and 
ends  up  subsidizing  a  lot  of  them. 

In  short,  Wall  Street's  aversion  to 
phones  may  have  gone  too  far.  "In- 
vestors underestimate  how  safe  it  is  to 
own  long-term  local  telephone 
bonds,"  argues  Salomon  Brothers' 
bond  analyst  Robert  Waldman. 


What  about  the  additional  dej 
brought  on  by  deals  like  the  propost 
purchase  of  cable  operator  Tel 
Communications  by  Bell  Atlanti 
Merger  debt  does  add  risk,  but  dor 
forget  that  it  piles  up  at  the  pare 
company,  while  the  existing  bon) 
may  be  obligations  of  a  much  sal 
operating  subsidiary. 

"Local  companies  are  already  slir 
ming  down  to  prepare  for  a  mo 
competitive  environment,"  clair 
Waldman.  Meanwhile  the  Brook 
Dingell  bill  is  making  its  way  throuj 
Congress.  This  legislation  would  p 
local  telcos  in  the  long  distance  bu: 
ness  long  before,  say,  MCI  is  a  viab 
competitor  in  local  phone  markets. 

Moody's  telecommunications  ani 
lyst  Stephen  Gutkowski  says  that  tl 
only  telephone  operating  companii 
whose  bonds  presently  are  at  risk  ol 
downgrading  are  seven  Bell  Atlanl 
subsidiaries,  including  New  Jersj 
Bell  and  c&P  of  Maryland.  It's  not  tl 
phones  that  worry  the  analysts  but  tl 
high  cost  of  acquiring  TCI. 

The  table  shows  ten  long-teri 
bonds  of  local  phone  companies  th 
look  underpriced  relative  to  compar 
ble  corporate  bonds.  All  are  rated  r 
lower  than  Al  by  Moody's  and  show 
yield  spread  over  a  comparable  Trel 
sury  of  at  least  53  basis  points.  Tl 
advantage  is  not  all  gravy.  Telephoi 
bonds  are  subject  to  state  income  tj 
and  they  are  often  callable.  Don't  bii 
if  you  think  interest  rates  are  goir 
down  or  if  you  will  owe  state  incon 
tax  on  the  interest.  I 


Telephone  connection 


Issuer 

Recent 

Coupon 

Maturity 

 Yield  

Amount 

—Credit  ratings — 

Debt 

Interest 

price 

to 

spread  over 

issued 

Moody's 

S&P 

as% 

coverage 

maturity 

Treasurys1 

($mil) 

of  capital 

ratio2 

BellSouth  Telecom/BellSouth 

94 

6.750% 

10/15/33 

7.23% 

68 

$400 

Aaa 

AAA 

40% 

4.8 

New  York  Telephone/Nynex 

93 

6.700 

11/01/23 

7.26 

71 

250 

A2 

A 

41 

3.9 

New  York  Telephone/Nynex 

96 

7.000 

8/15/25 

7.35 

80 

250 

A2 

A 

41 

3.9 

Pacific  Bell/Pacific  Telesis 

101 

7.125 

3/15/263 

7.08 

53 

625 

Aa3 

AA- 

42 

4.0 

Pacific  Bell/Pacific  Telesis 

92 

6.625 

10/15/34 

7.21 

66 

550 

Aa3 

AA- 

42 

4.0 

Pacific  Bell/Pacific  Telesis 

101 

7.375 

7/15/43 

7.29 

74 

300 

Aa3 

AA- 

42 

4.0 

Southwestern  Bell  Tel/SW  Bell 

104 

7.625 

3/1/23 

7.33 

78 

200 

Al 

A+ 

51 

4.6 

Southwestern  Bell  Tel/SW  Bell 

100 

7.250 

7/15/25 

7.27 

Tl 

150 

Al 

A+ 

51 

4.6 

U  S  West  Communic/U  S  West 

102 

7.500 

6/15/23 

7.30 

75 

484 

Aa3 

AA- 

66 

2.7 

U  S  West  Communic/U  S  West 

95 

6.870 

9/15/33 

7.29 

74 

1,000 

Aa3 

AA- 

66 

2.7 

1As  Of  2/15/94:  expressed  in  basis  points  (hundredths  of  a  percent).    Consolidated  (parent  company)  earnings  before  interest  and  taxes,  divided  by  intere; 

expense.    3Noncallable.   Socces;  Salomon  Brothers  fixed  income  research;  Moody's  Investors  Service;  Standard  &  Poor's. 


Corporate  bonds  make  sense  if  you  don't  owe  state  tax  on  the  interest— say,  because  you  live  in  Texas 
or  are  investing  in  an  IRA.  If  you  want  a  corporate,  consider  a  telephone  company  bond. 
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Our  A340.  The  future  of  flying,  today. 


Welcome  to  the  next  level  of  luxury.  Lufthansa's 
four-engine  Airbus  A340.  We're  the  first  airline  in 
the  world  to  offer  it  to  you.  And  that's  not  surprising. 
After  all,  Lufthansa  has  one  of  the  newest  fleets 
in  the  air.  Inspired  by  your  needs,  our  A340 
engineers  made  hundreds  of  refinements  to  the 
aircraft's  original  design.  So  you  can  enjoy  the 
features  you  requested  most.  Like  a  roomy  cabin, 
with  seats  designed  for  maximum  comfort. 
Each  no  more  than  one  seat  away  from  an  aisle. 
In  every  ciass.  Add  to  this  our  renowned 
international  service,  and  you've  got  a  travel 
experience  that  goes  beyond  your  expectations. 

Lufthansa 


Fly  our  A340  to  Europe  from  New  York,  Atlanta,  Dallas/Ft.  Worth,  Houston,  Washington,  D.C.  and  Boston.  From  Chicago,  Los  Angeles,  San  Francisco 
and  Miami  enjoy  our  B747  service.  For  reservations  call  1-800-645-3880  or  see  your  Travel  Agent.  Now  you  can  take  advantage  of  our  own  frequent 
flyer  program,  Lufthansa  Miles  A  More."  Lufthansa  continues  to  participate  in  the  mileage  programs  of  United,  Delta  and  US  Air. 


THE  FUNDS 


EDITED  8Y  JASON  2WEI6 


Some  funds  own  hundreds  of  stocks, 

some  just  a  handful.  Which  type  is  best  for  you? 

Small  baskets, 
large  eggs 


By  Mary  Beth  Grover 

In  ADDITION  to  professional  manage- 
ment, mutual  funds  offer  the  advan- 
tage of  better  diversification  than 
most  investors  could  efficiently 
achieve  on  their  own.  Diversification 
reduces  risk  because  the  ups  and 
downs  of  the  individual  stocks  tend  to 
balance  each  other  out. 

How  much  diversification  is 
enough?  There's  no  right  answer.  In 
his  heyday,  Peter  Lynch  had  more 
than  1,500  stocks  in  Fidelity  Magel- 
lan's portfolio.  Michael  Price  of  the 
Mutual  Series  hinds  likes  owning  at 
least  200  stocks  at  a  time.  David 
Schafer  of  Schafer  Value  won't  own 
more  than  35  stocks  at  once. 

There's  also  diversification  by  sec- 
tor or  industry.  Selected  American 
Shares  has  more  than  40%  of  its  assets 
in  banks,  insurers  and  other  financial 
stocks,  which  tend  to  do  well  if  inter- 
est rates  fall  and  badly  if  rates  rise.  In 
this  sense  Selected  American  is  not 
widely  diversified  even  though  it 
owns  54  stocks. 

Trouble  with  diversification  is  that 


while  it  reduces  risk  it  also  reduces 
potential  gains  because  weak  per- 
formers will  dilute  strong  ones.  That's 
why  some  smart  hind  managers,  ig- 
noring Magellan,  concentrate  their 
assets  within  the  limits  of  the  law.  As 
of  December,  Gabelli  Value  had  13% 
of  its  assets  in  Paramount  Communi- 
cations and  13%  in  Media  General. 

As  the  market  went  bonkers  over 
media  and  telecommunications 
stocks  last  year,  this  fund  returned 
39.5%.  Thanks  to  some  good  picks 
outside  the  world  of  media  mania, 
Gabelli  Value  even  beat  sector  funds 
like  Fidelity  Select  Telecommunica- 
tions and  Smith  Barney  Shearson 
Telecommunications  Growth. 

Sequoia  Fund,  closed  to  new  mon- 
ey since  1982,  has  22%  of  assets  in 
Warren  Buffett's  Berkshire  Hathaway 
Corp.  and  13%  in  Federal  Home  Loan 
Mortgage  Corp.,  another  Buffett 
holding. 

Samuel  Stewart  of  Wasatch  Ag- 
gressive Equity  Fund  (assets,  $30  mil- 
lion) began  1993  with  16%  of  his  fund 


in  funeral  home  operator  Loewej 
Group.  That  stock  came  alive  laj 
year,  rising  70%  and  helping  to  pus 
Wasatch  to  a  22.5%  return  for  19931 
Of  course,  if  Loewen  had  lagged,  s) 
would  the  fund. 

^1^.       "A  'ot  °f  rund  manage! 

diversify  away  their  bej 
%   ideas/1  says  James  Gipso 
,  txk    \    of  the  Clipper  Fund.  Gin 

%.  /oV  1    son  ictt'soned  broad  d 
^^ptj  I    versification  a  year  age 
/    after  noticing  that  big  be 
jr    he  made  for  his  private  ac 
~^^r      counts  helped  them  bes 
m**^     the  fund. 

"If  you're  honest  with  yoursell 
you  have  to  admit  that  at  any  one  tim 
you  have  a  limited  number  of  real! 
good  ideas,"  Gipson  says.  "You  gd 
your  best  long-term  results  by  con 
centrating  on  them.  You  get  90%  d 
the  theoretical  benefits  of  diversifies 
tion  with  13  stocks." 

Gipson  is  concentrating  on  Philij 
Morris  and  Federal  National  Mori 
gage  Association  (Fannie  Mae),  ead 
around  12%  of  his  $280  million  porj 
folio.  Gipson  thinks  the  dissimilarity 
of  the  two  companies  will  keep  ther 
from  tanking  in  tandem. 

The  jury  is  still  out  on  Gipson's  skij 
as  a  concentrated  stock  picker,  IJ 
1993,  the  year  Clipper  changed  tj 
nondiversified  status,  the  hind  ro 
turned  1 1 .3%,  about  one  point  betd 
than  the  market.  But  back  in  199^ 
when  it  was  still  diversified,  Clippq 
beat  the  market  by  eight  points. 

The  Gintel  Fund  hasn't  alwaj 
done  well  by  concentrating.  It  be^ 
the  market  by  17  points  in  1992  witj 
the  help  of  a  30%  stake  in  coppq 
stocks  Phelps  Dodge  and  Magnj 
Copper.  But  in  1993  copper  got  tai 
nished  and  Gintel  returned  2%.  Ou 
of  copper  now,  the  fund  is  deep  int 
electronics  maker  Amtech  Cod 
(19%  of  assets)  and  Fannie  Ma 
(11%).  If  you  like  Gintel,  you  bettd 
love  Amtech,  which  trades  at  moa 
than  40  times  1993  earnings  and  hi 
lured  lots  of  short- sellers. 

In  an  index  fund  you  are  more  fl 
less  guaranteed  to  match  the  marke 
In  a  nondiversified  hind,  your  result 
will  be  in  direct  proportion  to  thj 
managers'  skill  at  outguessing  thj 
market.  So  remember  that  old  basfl 
ball  saying:  As  Babe  Ruth  goes,  so  gj 
the  Yankees.  ■ 


Big  bettors 


Fund 

Largest  holding 

5-year 

1993 

Annual 

(%  of  assets) 

annualized 

total 

expenses 

Sales 

total  return 

return 

per  $100 

charge 

Clipper 

Philip  Morris  (12%) 

14.1% 

11.3% 

$1.13 

none 

Gabelli  Value 

Media  General  (13) 

NA 

39.5 

1.53 

5.50% 

Gintel 

Amtech  (19) 

11.2 

2.0 

1.70 

none 

Keystone  America  Hartwell  Gr  A 

Great  Lakes  Chemical  (22)  15.8 

9.8 

1.75 

5.75 

Merrill  Lynch  Technology  A 

LSI  Logic  (22) 

NA 

22.4 

1.42 

6.50 

Rainbow 

Intel  (14) 

48 

-4.7 

2.66 

none 

Rochester  Tax  Managed 

Philip  Morris  (13) 

7.2 

5.7 

1.76 

6.25 

Wasatch  Aggressive  Equity 

Loewen  Group  (10) 

22.4 

22.5 

1.50 

none 

All  data  as  of  12/31/93.   NA:  Not  applicable;  fund  not  in  existence  for  five  years.     Source:  Mormngstar,  Inc. 


These  funds  have  at  least  10%  of  their  assets  in  a  single  stock. 
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Schwab's  Mutual  Fund 
OneSource  Service  Is 
Simply  A  Better  Way  To  Invest. 


NO-LOAD,  NO-TRANSACTION-FEE  MUTUAL  FUNDS 
AVAILABLE  FROM  THESE  WELL-KNOWN  FUND  COMPANIES: 

INVESCO,  Twentieth  Century,  Janus, 
Dreyfus,  Neuberger  &  Berman,  Benham,  Strong,  SteinRoe, 
Founders,  Berger,*  Montgomery,  Evergreen,  Lexington, 

Oakmark,  Kaufmannt  Cohen  &  Steers, 
United  Services,  IAI,  Yacktman,  Cappiello-Rushmore, 
Baron,  Skyline,  Wright,  Rushmore, 
SchwabFundsf 


Schwab's  Mutual  Fund  OneSource  service 
just  may  be  the  best  thing  that's  ever  happened 
for  mutual  fund  investors.  That's  because  what- 
ever your  investment  objective -from  aggressive 
growth  to  capital  preservation -you  can  choose 
from  over  200  well-known  mutual  funds  with 
proven  track  records  and  pay  no  loads  and  no 
transaction  fees**  And  you  can  do  it  all  with  one 
phone  call. 

Plus,  no  matter  how  many  funds  you  own, 
you'll  receive  a  single,  easy-to-understand  state- 
ment. 

And  if  you're  considering  an  IRA,  Schwab's 
Mutual  Fund  OneSource  service  will  let  every 
dollar  you  invest  go  to  work  for  you. 

What's  more,  to  help  you  compare  funds, 
Schwab  offers  this  comprehensive  Mutual  Funds 
Performance  Guide®  free  when  you  open  an  IRA 
account. 


For  more  information  on  why  Schwab's 
Mutual  Fund  OneSource  service  is  simply  a 
better  way  to  invest,  stop  by  one  of  our  190  local 
offices  or  call  us  today  at 

1-800-2  NO-LOAD  ext.  264. 

CharlesSchwab 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  containing  more  complete  information  including  charges  and  expenses 
for  any  Rind  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing.  'Funds  from  these  fund  families 

charge  12b-l  fees  in  excess  of  0.25%.  "Mutual  funds  have  management  fees  Schwab  reserves  the  nghi  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any 
funds.  NTF  shares  purchased  without  transaction  fees  may  always  be  sold  without  transaction  fees.  However,  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's  normal  transac  - 
tion  fee  to  sell  it  as  well.  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  (shares  held  6  months  or  less)  in  a  12-month  penod,  you  will  be  charged  fees  on  your  future  mutual  fund 
trades.  ©  1994  Charles  Schwab  &  Co.,  Inc.  Member  SIPC/NYSE. 


is, 


Asia  is  bursting  with  wealth  builders,  many  of  them 
overseas  Chinese.  How  would  you  like  to  hire 
one  of  them  to  manage  your  investments? 

The  toothpaste 
and  bungalow 
portfolio 


By  Andrew  Tanzer 

Forty-two  floors  below  Chin  Ean 
Wah's  office  in  Singapore's  financial 
center,  the  city-state's  port  teems 
with  tankers  and  containerships  load- 
ing and  unloading  streams  of  cargo. 

In  such  a  booming  region  it's  not 
too  tough  to  pick  stocks  that  go  up. 
But  Chin's  record  is  stunning.  Her 
Morgan  Stanley  Institutional  Fund, 
Inc. -Asian  Equity  Portfolio  returned 
106%  in  1993  and  26%  in  1992- 
beating  the  non- Japanese  Asian  mar- 
kets by  substantial  margins  in  both 
years.  Chin,  38,  runs  $2.7  billion  in 
non- Japanese  Asian  stocks,  a  tenth  of 
it  in  this  fund  and  the  rest  in  other 
mutual  funds  and  institutional 
accounts. 

For  a  good  while  many  foreign 


investors  shunned  Malaysia  for  the 
sensible  reason  that  tension  between 
Malays  and  ethnic  Chinese  might 
turn  violent;  it  had  in  the  past.  But 
Chin,  a  Malaysian  Chinese  educated 
in  Singapore,  understood  that  pros- 
perity had  smoothed  many  of  the 
ethnic  rough  edges.  She  was  an  early 
bull  on  Malaysia.  She  points  out  that 
Malaysia's  output  has  grown  at  least 
8%  every  year  since  1988.  "Nobody 
has  time  to  fight  when  they're  making 
so  much  money,"  she  says. 

Chin  has  cooled  on  Hong  Kong, 
noting  that  the  Crown  Colony  has  the 
world's  highest  property  prices  and 
that  its  boom  has  peaked.  She  likes  the 
Philippines,  which  she  thinks  finally 
has  good  leadership  determined  to 


lower  trade  barriers. 

Once  she  picks  her  countries,  Cli 
scans  a  list  of  1,000  listed  compani 
looking  for  the  200  cheapest,  bas 
on  projected  earnings  and  dividenj 
Chin  and  her  four  associates  visit  3| 
to  400  companies  a  year.  "In  Asia, 
more  than  elsewhere,  the  company 
synonymous  with  the  man  behind 
usually  an  entrepreneurial  foundei 
she  argues.  "We  need  to  know 
motives,  connections  and  how 
treats  shareholders." 

A  few  years  ago  she  owned  svi 
Thai  electronics  firm.  She  dumpec 
after  meeting  the  founder,  who  stn: 
her  as  an  egotist  and  an  unstea 
performer.  The  company  later  1 
apart  and  the  stock  fell  from  350  b. 
to  50  baht  in  less  than  a  year. 

Early  last  year  Hong  Kong's  Ser 
tech,  which  held  the  franchise 
Singer  sewing  machines,  was  in  t 
dumps  because  Chairman  James  Ti 
had  come  to  be  known  as  a  pal 
shuffler.  But  after  meeting  Ting,  CI 
was  convinced  that  he  wanted 
boost  the  stock  price.  So  she  sank 
of  the  fund's  assets  in  Semitech. 
June  a  Canadian  company  control] 
by  Ting  bought  Semitech's  interest 
Singer  for  cash,  pushing  Semitec 
price  up  55%. 

One  of  Chin's  five  largest  holdii 
is  Bangkok-listed  Finance  One,  a 
nancial  services  company  with  a  lai 
stock  portfolio.  "It's  run  by  a  gro 
of  the  smartest  people  we've  i| 
across  in  the  financial  secto 
she  says.  I\ 

Her  biggest  holding  (3.5%  of 
sets)  is  Hutchison  Whampoa,  \vh 
dominates  container  traffic  in  He 
Kong  and  is  building  container  pc 
in  coastal  China.  Chin  also  li 
Singapore  Technologies  Industria 
developer  of  industrial  real  estate 
Indonesia's  Batam  Island,  Sin; 
pore's  new  manufacturing  outpc 
To  tap  into  the  ravenous  demand 
telecommunications,  she  owns  Ban 
kok- listed  wireless  operator  A 
vanced  Info  Service  and  the  privath 
monopoly  Telekom  Malaysia. 

In  consumer  stocks,  Chin  is  hi 
on  Malaysian  gambling  and  leisi 
outfits:  Genting,  Resorts  World  a  ^ 
Tanjong.    Her   hottest   stock   I  ^ 
year — up  657% — was  Mulpha  Int  | 
national,  a  builder  of  bungalow  s  E 

scenic  southern  Malavsia  for  wi  ft 

Jfos 
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tin's  wins 


pany 

Country 

Business 

Recent 

Latest 

Estimated 

Market 

price 

12-month 

1994  EPS 

V3  Iu6 

($US) 

P/E 

($US) 

($mii) 

a  Land 

Philippines 

real  estate 

$1.17 

58.6 

$0.02 

$2,542 

jkok  Bank 

Thailand 

banking 

7.68 

14.0 

0.62 

7,570 

o  Pacific 

Indonesia 

timber  and  plywood 

6.10 

25.5 

0.34 

3,700 

nee  One 

Thailand 

financial  services 

1  H  OC 

14.2b 

26.1 

0.64 

1,899 

ing 

Malaysia 

gaming 

11.48 

30.1 

0.46 

5,197 

lgdong  Invmnt 

Hong  Kong 

real  estate,  bev,  construct 

0.62 

21.0 

0.04 

847 

hison  Whampoa 

Hong  Kong 

telecomm,  shipping,  real  estate 

4.75 

22.0 

0.24 

17,178 

k\ 

Singapore 

maritime  sves,  real  est,  construct 

7.09 

29.1 

0.27 

3,180 

World 

Hong  Kong 

real  estate  and  hotels 

4.49 

16.0 

0.35 

6,989 

ppine  Long 

lance  Tel 

Philippines 

telecommunications 

73.62 

22.2 

3.79 

3,370 

mg 

Malaysia 

construction,  telecomm,  energy 

1.61 

41.6 

0.04 

2,123 

apore  Tech 

Singapore 

industrial  real  estate 

1.27 

42.3 

0.03 

884 

li 

Indonesia 

sorbitol 

4.81 

30.0 

0.19 

130 

ronix 

Hong  Kong 

liquid  crystal  displays 

1.21 

19.0 

0.08 

317 

re-.  Morgan  Stanley  Asset  Management. 

;e  fast-growing  Asian  companies  share  Chin  Ean  Wah's  preferred  traits: 
I  management  and  a  price/earnings  ratio  low  in  relation  to  the  growth  rate. 


ed  Malaysians  and  Singaporeans,  ingredient. 

ither  consumer  play:  Indonesia's        Despite  last  year's  ferment  in  Asian 

Sorini  (revenues,  $25  million),  stock  markets,  Chin  thinks  the  good 

:h  makes  sorbitol,  a  toothpaste  times  have  just  begun.  The  region's 


average  price/earnings  ratio  is  23 — 
about  the  same  as  in  the  U.S.,  even 
though  Asia's  economies  are  growing 
two  to  three  times  as  fast.  Chin  feels 
that  U.S.  investors  have  only  started 
to  buy  there.  "This  is  just  the  begin- 
ning of  a  much  bigger  flood,"  she 
predicts. 

Bulls  like  Chin  do  not  usually  fare 
well  in  a  bear  market.  This  January, 
when  jitters  in  Malaysia  and  Hong 
Kong  knocked  the  regional  index 
down  6.9%,  Chin's  hind  fell  7.5%. 

If  you  can  afford  the  ante,  the  way 
to  buy  Chin's  expertise  is  via  the 
Morgan  Stanley  Institutional  Fund- 
Asian  Equity.  It  carries  no  sales  load 
and  has  annual  expenses  of  $1  per 
$100  of  assets,  very  low  for  a  fund 
investing  in  foreign  stocks.  But  the 
minimum  investment  is  $500,000. 
For  smaller  chunks  of  money  there  is 
Morgan  Stanley's  Asia  Growth,  a  load 
fund  with  two  classes  of  shares  (ex- 
pense ratio,  1.9%  to  2.7%,  depending 
on  share  class).  Chin  also  manages  the 
New  York-listed  Malaysia  and  Thai 
closed-end  funds,  which  trade  at  10% 
above  and  2%  below  net  asset  value, 
respectively.  WM 


Dreyius 


^  perfi 
■  9*        This  Func 


18.59% 

1  year 

19.33% 

since  12/31/91 

Average  Annual  Total 
Returns  Ended  12/31/93 

*  Transfer  V» 
Your  IRA!  ^ 

Call  for  ^ 

*  Details.  <^ 


Dreyfus  Growth  and  Income  has  more  than  doubled  the 
performance  of  the  S&P  500  for  the  period  since  its  inception  (12/31/91).** 

This  Fund  is  now  concentrating  on  dividend-producing  stocks  and  convertible 
securities.  In  addition,  with  the  Fund's  flexibility,  the  managers  may  shift  small 
or  large  parts  of  the  portfolio  into  bonds  or  money  market  securities,  if  immediate 

prospects  for  the  market  change. 
•  No  sales  load  •  Low  $2,500  minimum  investment  •  $750  for  IRA. 
For  a  Prospectus  with  complete  information  on  management  fees  and  expenses,  call  our  toll-free  number 
below.  Please  read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results.  Unlike 
the  Fund,  which  can  invest  in  both  debt  and  equity  securities,  the  Standard  &  Poor's  500  Composite  Stock  Price 
Index  is  a  widely  accepted  unmanaged  index  of  stock  market  performance  and  is  composed  of  only  equity  securities. 

Dreyfus  Growth  and  Income  Fund,  Inc. 
1-800-DREYFUS 

(1-800-373-9387) 

Ask  for  Extension  4317 


401(k) 

Han  provider! 


sset  value  and  investment  return  of  the  Fund  fluctuate  so  that  upon  redemption  you  may  receive  more  or  less  than  original  investment. 
Dreyfus  Trust  Company,  as  Custodian,  is  waiving  its  Dreyfus  IRA  annual  maintenance  fee  for  investments  in  the  Dreyfus  Growth  and  Income  Fund, 
e  are  no  minimum  balance  or  special  transaction  requirements.  If  this  waiver  is  terminated,  Dreyfus  IRA  investors  will  receive  notice. 
:e:  Lipper  Analytical  Services,  Inc.;  total  returns  for  the  S&P  500,  12/31/91-12/31/93  and  12/31/92-12/31/93:  18.43%  and  10.06%,  respectively, 
fus  Service  Corporation,  Distributor.  047 — 005 


"As  a  father,  I  have  the  same  concerns 
that  you  do  about  paying  for  colleger 


(J  Vice  President 


If  you  want  to  achieve  long'term  goals,  you  need  a  mutual  fund  with  companies  that  can  go  the 
distance.  We  believe  the  key  to  success  is  to  invest  in  a  mutual  fund  which  owns  companies  with  strong  growth 
potential  that  indicates  they  know  how  to  prosper  not  only  in  the  short  term,  but  in  the  long  term  as  well. 

Our  performance  has  paid  off  with  five  stars.  Morningstar,  an  independent  evaluator  of  mutual  funds,  publish) 
a  monthly  rating  of  mutual  funds  based  on  average  annual  returns,  fees  and  a  risk  factor.  While  past  performance  shows 
a  fund's  history  and  does  not  guarantee  future  results,  for  the  period  ending  1/31/94  both  the  Berger  100  Fund  and 
Berger  101  Fund  earned  Morningstar's  highest  possible  five-star  overall  rating. 


ANNUALIZED  PERFORMANCE 
&   MORNINGSTAR  RATINGS 


Berger 
100 
Fund 

1  Year 
21.2% 

3  Years 
★*★★★ t 
35.4% 

5  Years 
★★★★★ 
28.3% 

10  Years 
17.3% 

15  Years 
17.6% 

19  Years ft 
16.1% 

Berger 

101 
Fund 

1  Year 

23.6% 

3  Years 
★★★★★ t 
27.8% 

5  Years 
18.2% 

10  Years 
13.4% 

15  Years 
14.6% 

19  Years t+ 
14.4% 

For  the  period  ending  12/31/93.  Source:  Lipper  Analytical  Services,  Inc.  'Morningstar  proprietary  ratings 
reflect  historical  risk-adjusted  performance  through  1/31/94.  The  ratings  are  subject  to  change  every  month 
Morningstar  ratings  are  calculated  from  the  funds'  three-,  five-  and  ten-year  average  annual  returns 
with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  three 
month  Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  investment  category  receive 
five  stars  and  22.5%  receive  four  stars.  "Berger  Associates  assumed  management  of  the 
Funds  9/30/74. 

If  our  thinking  complements  your  own,  the  next  step 
is  to  see  which  Berger  Fund  is  right  for  you. 

The  Berger  100  is  a  growth  fund  which  invests  in  what  we 
think  are  the  best  of  the  current  faster-growing  companies. 

The  Berger  101  is  a  growth  and  income  fund  which 
tends  to  own  larger,  established  companies  whose  growth 
is  often  confirmed  by  a  record  of  paying  dividends. 

You  can  open  an  account  with  as  little  as  $250. 

We've  kept  our  minimum  low  to  make  it  easier  for  you 
to  start  saving  for  your  future. 

Please  call  (800)  333-1001 

for  a  prospectus  containing  more  complete  information 
including  management  fees,  charges  and  expenses. 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains." 


The  figures  in  the  chart  represent  past  performance  and  do  not  guarantee 
future  results.  These  performance  figures  include  changes  in  share  price  and 
reinvestment  of  dividends  and  capital  gains,  which  will  fluctuate  so  that  shares, 
when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  figures 
include  the  deduction  of  12b-1  fees  beginning  in  June,  1990. 

©  1994  Berger  Associates,  Inc.  FOR  31494 


FUKII-ULIU  SIKATcGY 

MONEY  &  INVESTMENTS 


in't  let  the  Fed's  recent  rate  hike  scare  you 
ray  from  stocks.  But  if  you  are  looking  for 
nettling  to  sell,  here's  a  suggestion. 

?alse  glitter 


KENNETH  L.  FISHER 


eth  L.  Fisher  is  a  Woodside,  Calif.-based 
;y  manager.  His  third  book  is 
Minds  that  Made  the  Market. 


en  the  Fed  raised  interest  rates  on 
.  4  the  stock  and  bond  markets 
icked,  but  the  drop  has  had  abso- 
ly  no  follow-through. 
>on't  rising  rates  kill  markets? 

Eventually.  As  I  have  said  in  the 
,  it  takes  a  long  time — a  year — 
'be  two,  or  more,  plus  a  lot  of 
:r  conditions  must  be  met.  They 
;n't  been  yet.  During  most  of 
ory  rising  rates  have  paralleled  ris- 
stock  prices.  Bull  markets  die  with 
limper,  not  with  a  bang, 
i  short,  I  expect  the  bull  market  to 
dnue  until  1995  or  1996. 
)f  course,  corrections  are  nor- 
— short,  sharp  and  scary.  Any 
kness  is  a  chance  to  buy,  if  you 
ft  flush  with  stocks.  The  time  to 
will  come,  but  not  yet. 
/hat  to  buy?  Anything  I  have  sug- 
ed  in  my  columns  since  last  July 
isn't  up  more  than  20%.  That's  a 
I  list.  Go  back  through  your  old 
es  of  Forbes.  Stocks,  like  Univer- 
Oorp.  (22,  Oct.  25,  1993),  that  ran 
ind  are  now  backing  down  in  this 
ket  are  good  prospects  for  the  bull 
ket's  next  leg. 

have  not  recommended  the  small 
egional  utilities  before,  but  they 
n  ripe  now.  The  utility  stocks  have 
e  terribly  since  last  September  in 
cipation  of  rising  rates.  From  top 
"ough  the  Dow  Jones  utility  index 


lost  more  than  15%.  Enough  already. 

This  Fed  action  probably  rings  the 
bell  on  the  utility  decline  and  the 
beginning  of  new  strength  for  stocks 
like  Rochester  Gas  &  Electric  (24). 
Fundamentals  are  improving,  it's 
cheap  and  you  don't  need  a  huge 
price  run  to  get  a  great  total  return 
when  factoring  in  its  7.3%  yield. 

Other  good  utilities  that  are  cheap 
and  likely  to  act  like  bull  market  stocks 
now  include:  Central  Vermont  Public 
Service  (20),  yield  7.2%;  dqe  (32), 
yield  5.3%;  Delmarva  Power  &  Light 

(21)  ,  yield  7.5%;  Green  Mountain 
Power  (28),  yield  7.6%;  Interstate 
Power (28), yield  7.5%;  Nevada  Power 

(22)  ,  yield  7.4%;  nui  Corp.  (27),  yield 
5.8%;  Orange  &  Rockland  Utilities 
(37),  yield  6.7%;  Peoples  Energy  (30), 
yield  5.8%;  and  Scana  Corp.  (46), 
yield  6.2%. 

Are  you  an  incurable  bear  at  these 
prices?  If  you  want  things  to  sell,  focus 
on  areas  where  the  complacency  quo- 
ta is  highest.  Like  gold  stocks.  It's 
darned  near  impossible  to  find  anyone 
who  admits  publicly  to  being  an  out- 
right, full-fledged  gold  bear.  Gold 
stocks  have  had  a  hot  run.  Let  me  be 
the  first  to  say  two  things:  First,  sell. 
Second,  I  don't  think  gold  has  seen  its 
long-term  low  yet  and  won't  until 
1996  or  1997,  and  that  below  $300. 

To  me,  gold's  rise  since  last  spring 
is  a  mere  correction  in  a  15-year-plus 
bear  market  that  still  has  far  to  go. 
This  gold  rally  is  like  the  fool's  traps 
of  1982  or  1986-87. 

Gold  demand  comes  from  two 
sources:  speculation  and  fabrication. 
The  first  needs  inflation  fear  to  drive 
it,  or  a  crazy  story.  I  have  said  many 
times  in  recent  years,  there  is  no  glob- 
al inflation  pressure  and  won't  be  for 
years.  Europe's  and  Japan's  cycles, 
which  are  now  out  of  whack  with  ours 
and  lagging  badly — with  excess  ca- 
pacity— will  see  to  that. 

The  crazy  story  is  that  the  Chinese 


and  Indian  economies  will  grow  su- 
per-fast forever,  and  the  Chinese  and 
Indians  will  buy  up  all  the  gold  in 
sight.  It  kind  of  reminds  me  of  the 
1980s  super- Japanese  stories.  This  is  a 
classic  greater-fool  theory. 

It's  supposed  to  lead  to  greater 
future  fabrication  demand  (gold  for 
Chinese  jewelry).  In  the  U.S.  jewelry 
demand  is  rising.  It  always  does,  lag- 
ging a  business  upturn.  But  in  Europe 
and  Japan  the  upturn  will  take  years, 
and  the  negative  impact  will  far  ex- 
ceed the  Chinese  supermen. 

Now,  let's  look  at  the  supply  side 
for  gold.  The  main  speculative  supply 
source  is  Canada,  the  only  govern- 
ment to  regularly  sell  from  its  gold 
inventor^'.  The  price  rise  since  fall 
occurred  only  because  Canada  held 
back.  That  will  change. 

The  big  news?  Expect  gold  pro- 
duction capacity  to  rise  sharply  and 
costs  to  fall  this  decade — amazingly, 
to  some  degree  because  of  the  gold 
bugs.  No,  not  the  diehard  gold  fans, 
but  a  new  production  technology 
based  on  thiobacillus  ferro-oxidans, 
a  bacteria  that — to  shorten  a  long 
story — does  the  costly  part  of  pro- 
cessing while  "eating"  hard-to-han- 
dle ore.  The  first  large-scale  plant 
based  on  this  started  last  month 
(Ashanti  Goldfields).  The  bugs  are 
apt  to  do  to  gold  what  Nucor's  mini- 
mills  once  did  to  steel.  It  is  low  cost 
and  environmentally  benign,  over- 
coming the  two  major  obstacles  to 
supply  increases. 

More  bearish  signs:  Gold  sells  well 
above  production  costs — most  com- 
modities don't.  The  shares  are  nicely 
above  last  summer's  peak  prices, 
while  gold's  can't  get  back  close  to 
August's  $420 — in  terms  of  trading, 
that's  bearish;  they  should  cross  back. 
Gold  is  like  a  rocket  that  lost  its  last 
thruster.  Relative  to  other  commod- 
ities and  their  vendors,  gold  shares  are 
at  historical  record-high  valuations. 

For  commodities  or  shares  in  firms 
vending  them,  your  best  bet  for  the 
next  few  years  is  where  commodity 
prices  are  below  production  costs  and 
likely  to  rise  as  supply  contracts:  alu- 
minum, cattle,  cocoa,  cotton,  oil, 
sugar — or  zinc  and  lead. 

P.S. — a  final  confirming  note: 
There  has  been  recent  heavy  insider 
buying  among  utility  shares  and  insid- 
er selling  in  gold  shares.  Hi 
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Auto  stocks  have  been  strong,  but  they  still 
look  cheap  in  terms  of  potential  peak  earnings 
of  $14  a  share  for  each  of  the  big  three. 

Time  for 


a  new  car 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


The  big  three  auto  manufacturers 
are  on  a  roll:  They  have  a  better 
product  to  sell,  consumers  are  feeling 
more  confident,  the  nation's  fleet 
badly  needs  to  be  replaced,  operating 
leverage  is  high,  and  foreign  curren- 
cies have  been  strong  relative  to  the 
U.S.  dollar.  Taken  together,  these 
elements  make  a  powerful  case  for 
investing  in  the  auto  companies. 

Until  recently,  I  had  been  recom- 
mending that  investors  buy  the  auto 
parts  companies.  Now  looks  like  a 
good  time  to  shift  into  the  original 
equipment  manufacturers. 

The  market  for  cars  is  brighter  than 
it  has  been  for  some  time.  Consumer 
confidence  is  rising  and  personal  in- 
come is  growing.  The  improvement  is 
not  spread  across  all  sectors.  In  Janu- 
ary retail  sales  were  weak,  but  auto 
sales  in  the  same  month  were  strong, 
despite  the  cold  weather  in  the  North- 
east and  the  Los  Angeles  earthquake. 

Why  are  consumers  buying  cars 
now?  First  and  most  important,  the 
cars  being  made  by  U.S.  companies 
are  better  than  they  ever  have  been. 


The  quality  is  higher,  they  last  longer 
and  they  are  more  fuel  efficient.  As  a 
result,  sales  are  rising  and  the  U.S. 
market  share  is  also  increasing. 

At  the  same  time  sales  are  benefit- 
ing from  a  pent-up  demand.  In  a 
mature  economy,  the  number  of  cars 
sold  is  largely  a  function  of  population 
growth.  For  several  years,  however, 
consumers  have  postponed  car  pur- 
chases, partly  because  they  have  not 
felt  the  time  was  right  for  such  a  large 
purchase  and  partly  because  the  cars 
they  own  have  longer  lives. 

There  is  evidence  that  the  life  of 
cars  on  the  road  is  reaching  a  point 
where  people  are  going  to  have  to 
replace  them.  The  average  life  of  the 
U.S.  fleet  is  now  8.5  years — the  high- 
est level  since  the  Korean  war.  In 
addition,  scrappage  rates  in  the  past 
two  years  have  shot  up  dramatically, 
to  record  levels. 

The  strength  in  demand  could  not 
come  at  a  better  time  for  U.S.  car 
manufacturers.  Operating  leverage  at 
all  three  companies  is  high:  Units  have 
been  restructured,  unprofitable  sup- 
plier operations  have  been  shed  and 
businesses  have  been  streamlined.  In 
addition,  the  strength  in  sales  is  trans- 
lating into  a  reduction  in  discounts, 
rebates  and  other  promotions  that  eat 
into  profits. 

Stronger  sales  and  improved  profit- 
ability will  produce  a  surge  in  auto 
company  earnings  as  the  demand  cycle 
reaches  a  peak.  In  my  view,  profits  at 
(  btysler  (58),  Ford  (64)  and  General 
Motors ( 59 )  could  go  as  high  as  $  1 4  per 
share  for  each  company  before  the  next 
downturn  in  demand.  Ford  and  GM 
could  receive  an  added  boost  from 
improved  demand  in  Furope,  whenev- 
er these  economies  begin  to  improve. 


What  is  the  time  frame  for  t! 
profit  improvement?  I  expect  tr 
economic  growth  will  slow  in  this  y« 
from  the  6%  rate  achieved  in  the  1 
quarter  of  1993.  The  slowdown — 
perhaps  3% — will  ensure  that  the  ; 
covery  will  be  sustained  over  a  lon§ 
period  than  would  be  possible 
growth  continued  to  surge.  I  exp« 
that  the  economy  will  continue 
expand  into  1997.  At  that  point  sal 
of  autos  and  light  trucks  are  likely 
exceed  the  previous  peak  ofl6.2  m 
lion  vehicles  reached  in  the  1980s. 

Given  the  fleeting  nature  of  tcj 
of-the-cycle  profits,  it  is  reasonal 
for  investors  to  value  them  qui 
conservatively.  Based  on  histori 
trading  patterns,  the  auto  sto<t 
should  achieve  a  price/earnings  ra 
that  is  about  half  the  market  mul 
pie.  With  the  market  now  at  16  tin 
1994  earnings,  the  auto  stocks  coij 
trade  at  about  8  times  peak  profit;- 
or  close  to  $100  per  share  for  ea| 
stock  over  the  next  9  to  12  mont 
This  represents  an  average  gain 
64%  to  today's  buyer. 

What  are  die  risks  to  my  foreca 
First,  the  economy  may  not  slow 
this  case,  the  peak  in  the  economy 
and  in  auto  profits — will  come  sooj 
than  I  expect.  This  seems  somewl 
less  likely  now  that  the  Fed  has  tig 
ened.  Second,  the  yen  could  collapj 
I  do  not  believe  that  this  would  pos 
significant  problem  unless  the  < 
change  rate  moves  beyond  1 
yen/U.S.  dollar  from  the  recent  le 
of  106.  A  third  possibility  is  that  1 
recovery  in  Europe  is  delayed  lont 
than  we  expect.  This  would  be 
setback  for  GM  and  Ford,  since, 
noted,  these  two  companies  have  s| 
able  exposure  in  Europe. 
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arket  timing  letters  are  still 
'ong  for  gold.  Here's  why  you 
ouldn't  ignore  their  opinion. 

Sold  versus  equities 


1  MARK  HULBERT 


<  Hulbert  is  editor  of  the  Alexandria,  Va.- 
:d  Hulbert  Financial  Digest,  which  monitors 
jerformance  of  investment  advisory  letters, 
lewest  book  is  The  Hulbert  Guide  to  Financial 
/sletters  (Dearborn  Financial  Publishing). 


R.  THE  third  time  in  nine  months, 
;  column  is  about  the  gold  timing 
ers'  bullishness  on  gold.  And  for 
third  time,  I'm  saying  the  same 
ig:  They  remain  bullish  on  the 
ow  metal.  They  haven't  been 
ken  out  as  bullion's  price  has  hit 
^nt  air  pockets. 

ASt  June  and  last  October  they 
•e  right:  Gold  did  go  up.  Will  they 
right  a  third  time?  That  remains 
?e  seen. 

rhis  unusual  tenacity  of  bullishness 
^idence  of  a  dramatic  change  in  the 
look  of  these  letters.  A  large  num- 
of  the  gold  letters  are  now  predict- 
a  sea  change  in  the  markets  of  the 
)0s:  away  from  equities  toward  real 
•ts,  such  as  gold.  Such  a  shift  would 
the  mirror  opposite  of  what  took 
:e  about  15  years  ago  following 
d's  huge  bull  market  and  just  prior 
:he  decade  of  equities. 
)on't  sneer  at  these  goldbugs: 
ny  of  them  correctly  anticipated 
shift  a  decade  ago. 
xt's  be  clear.  The  letters  have  not 
ned  permanently  bullish  on  gold— 
•  permanently  bearish  on  stocks. 
:y  are  talking  relative  values  and 
y  are  saying  that  right  now  they 
ik  gold  is  the  better  relative  value. 


This  is  why  investment  letter  edi- 
tors are  less  inclined  to  be  spooked  by 
scary  drops  in  the  price  of  gold.  Over 
the  last  nine  months,  for  example, 
the  average  recommended  portfolio 
exposure  to  gold  among  all  letters  I 
track  has  rarely  fallen  below  70%. 
This  contrasts  with  an  average  expo- 
sure of  24%  for  the  five  years  prior  to 
this  sea  change. 

Peter  Eliades,  of  Stockmarket  Cy- 
cles, provides  a  good  illustration  of 
this  shift.  As  the  name  of  his  service 
would  suggest,  Eliades'  primary  focus 
in  the  past  has  been  on  the  stock 
market.  Eliades  turned  extremely 
bearish  on  the  stock  market  more 
than  a  year  ago,  and  since  then  he  has 
focused  almost  exclusively  on  the 
gold  market.  Right  now  he  believes 
gold  shares  have  gotten  ahead  of 
themselves,  and  he  is  in  cash.  But 
what  has  changed  is  that  Eliades  is 
more  inclined  today  than  two  years 
ago  to  heed  bullish  signals  from  the 
gold  pit  than  from  the  stock  market. 

This  shift  has  served  Eliades  very 
well.  Last  year,  for  example,  his  mutu- 
al fund  portfolio  gained  1 0 1  %  by  trad- 
ing Fidelity's  Precious  Metals  and 
American  Gold  funds.  Thus,  even 
though  he  was  premature  in  getting 
out  of  equities,  he  was  right  on  target 
that  gold  would  provide  more  profit 
able  trading  rallies  than  stocks. 

In  my  13  years  of  tracking  invest- 
ment letters,  I  have  found  that  invest- 
ment letters  do  quite  well  navigating 
these  sea  shifts  between  markets.  This 
is  because,  in  contrast  to  Wall  Street, 
the  investment  letters  are  less  wedded 
to  an  equity  bull  market.  Their  judg- 
ment is  not  clouded  by  the  need  for 
commission  income. 

I  have  found  that  letters  on  the 
whole  do  a  better  job  navigating  these 
sea  shifts  between  markets  than  they 
do  with  their  actual  portfolio  recom- 


mendations. Take  Jim  Dines,  for  ex- 
ample, whose  Dines  Letter  ranks 
fourth  from  the  bottom  among  all  the 
letters  I  have  tracked  since  1980.  De- 
spite this  dismal  performance,  Dines 
correctly  anticipated  the  shift  away 
from  gold  into  equities:  In  June  1982 
he  shifted  his  letter's  focus  away  from 
gold — a  focus  that  had  dominated  his 
letter  for  over  two  decades — and  into 
stocks.  This  was  two  months  before 
the  stock  bull  market  took  off. 

Today  Dines'  outlook  is  quite  simi- 
lar to  Eliades':  He  turned  bearish  on 
stocks  over  a  year  ago  and  has  focused 
primarily  on  the  precious  metals  mar- 
ket ever  since.  In  1993  he  had  one  of 
his  better  years. 

All  of  this  makes  me  inclined  to  take 
seriously  that  so  many  letters  have 
shifted  their  focus  to  the  gold  market. 
If  you  agree  with  them,  here  are  the 
precious  metals  stocks  they  currently 
like  the  most:  Placer  Dome  (recent 
price,  24)  and  American  Barrick  Re- 
sources (25),  both  of  w  hich  are  rec- 
ommended by  nine  of  the  letters  I 
follow;  and  Homestake  Mining  (21) 
and  Hecla  Mining  (13),  both  of 
which  are  currently  recommended  by 
eight  letters. 

Ifyou  would  rather  take  the  mutual 
fund  route,  Invesco's  Strategic  Gold 
fund  is  the  most  popular  pick  among 
the  market  letters.  It  currently  is  rec- 
ommended by  no  fewer  than  eight 
letters.  Three  more  funds  are  recom- 
mended by  seven  services:  Vanguard 
Specialized  Gold  &  Precious  Metals; 
United  Services  Gold;  and  Fidelity 
Precious  Metals. 

But  for  Fidelity's  3%,  these  are  no- 
load  funds.  Only  Invesco's  has  no 
redemption  fee,  however.  United 
Services  charges  0.1%  if  selling  within 
14  days;  Fidelity  charges  0.75%  if 
selling  within  30  days.  Vanguard's  is 
L%  regardless  of  holding  period.  31 


bes  ■  March  14,  1994 


145 


STOCK  TRENDS 


MONEY  ft  INVESTMENTS 


A  lot  of  people  sold  stocks  on  the  news 
of  the  Fed  interest  rate  hike.  That's 
because  they  didn't  understand  the  . . . 

Cyrano  principle 


BY  LASZLO  BIRINYI  JR. 


1 1 


Laszlo  Birinyi  Jr.  is  president  of 

Birinyi  Associates,  a  Greenwich,  Conn. -based 

financial  consulting  firm. 


"The  stock  market  anticipates, "  is 
the  first  maxim  of  investing.  Every 
investor  knows  this,  repeats  it — and 
promptly  ignores  it  whenever  there 
is  a  crisis. 

Alan  Greenspan's  Friday,  Feb.  4 
announcement  of  an  increase  in  short 
rates  was  yet  another  example  of  how 
investors  pay  only  Hp  service  to  this 
fundamental  truth.  Here  was  an  event 
so  predictable  that  it  already  must 
have  been  factored  into  prices,  yet 
investors  behaved  as  if  they  thought 
it  important  new  information.  It 
wasn't,  and  the  market  recovered 
nicely.  It  is  on  its  merry  way  to  4000 
on  the  Djl. 

Let  me  tell  you  about  what  I  call  my 
Cyrano  principle:  If  what  seems  to  be 
the  reason  for  a  decline  or  an  advance 
is  as  obvious  as  the  nose  on  Cyrano's 
face,  it's  either  not  the  real  reason  or 
the  movement  itself  is  only  a  blip. 

People  ignorant  of  the  Cyrano 
principle  decided  to  sell  banks  that 
would  be  adversely  affected  by  the 
Fed's  rate  increase.  One  of  my  favor- 
ites, Wells  Fargo  ( 1 34),  was  off  almost 
7.  But  if  the  news  were  really  long 
term  and  truly  significant,  Wells 
would  have  been  off  sharply  in  the 
period  before  the  actual  rate  increase. 

This  is  not  to  suggest  that  every 
market  decline  is  a  buying  opportuni- 


ty. There  are  events  (the  Russian  coup 
attempt  in  August  1991  or  the  Kuwait 
invasion)  that  probably  are  not  within 
the  market's  ability  to  foresee  and 
should  be  unnerving. 

How  do  you  know  a  Cyrano  princi- 
ple market  drop  from  the  real  thing? 
With  the  real  thing,  stocks  will  often 
have  been  weak  even  before  the  news 
broke.  Since  the  mid-1980s  (when  I 
first  outlined  the  idea),  there  have 
been  a  number  of  jolts  from  which  the 
market  recovered  nicely.  It  wasn't 
necessarily  because  the  jolts  were  un- 
important, but  because  they  weren't 
as  important  as  the  apparent  reaction. 

Last  year,  for  example,  the  reaction 
to  Clinton's  State  of  the  Union 
speech  was  an  82-point  decline.  But 
that  really  wasn't  the  market's  true 
and  underlying  interpretation  of  the 
event,  and  it  took  only  ten  days  before 
the  market  recovered  all  its  losses. 
And  on  Nov.  15,  1991,  concern  that 
Congress  would  put  an  interest  rate 
cap  on  credit  cards,  as  well  as  a  few 
negative  economic  numbers  issued 
die  same  day,  conspired  to  cause  a 
120-point  loss. 

But  if  these  were  trends  and  criti- 
cal, the  market  would  have  manifest- 
ed its  weakness  long  before  the  actu- 
al news.  The  declines  and  selloffs 
that  should  really  concern  you  are 
the  ones  where  the  rationale  is  not 
clearly  and  readily  articulated.  One 
clear  example  of  this  was  August, 
September  and  October  of  1987. 
After  hitting  a  high  in  August,  weak- 
ness in  the  market  was  shrugged  off 
and  thought  of  as  a  chance  to  buy 
cheaper  stock. 

And  just  days  before  the  great  de- 
cline, one  journal  carried  several  in- 
terviews with  market  types  who  were 
totally  nonplussed  by  the  market's 
poor  performance.  Instead  of  being 
confused,  they  should  have  realized 
that  weakness  that  has  no  ready  expla- 


nation is  the  most  dangerous  k 
of  weakness. 

So,  next  time  the  market  gel 
downward  jolt,  ask  yourself:  "Is 
news  something  the  market  she 
have  known?"  And  remember  wl 
Charles  Dow  wrote  many  years  a 
"The  market  reduces  to  a  blood! 
verdict  all  knowledge  bearing 
finance." 

Turning  to  practical  application 
the  Cyrano  principle,  days  like  Fet 
can  be  used  as  an  opportunity  to  1 
stocks.  When  negative  sentiment  p 
vails,  it's  likely  to  affect  good  stock 
well  as  weaker  issues.  I  have  aire 
noted  Wells  Fargo,  but  other  sto« 
that  have  been  buffeted  recently,  i 
overly  so,  include: 

The  electric  utilities.  Yes,  sh 
rates  are  going  up,  but  long  rates  ft 
well  come  down.  In  that  case,  sto 
like  American  Electric  Power  (3 
with  its  7%-plus  dividend  yield, 
going  to  be  especially  rewarding, 
that  same  vein,  American  Bra 
(34),  with  a  5.5%  yield  and  the  po 
bility  of  capital  gains. 

Compaq  Computer  (93)  gave 
three  points  on  Feb.  4,  but  it  rema 
a  buy  in  my  book  as  strong  accumi 
tion  is  present  even  at  these  levels. 

Auto  stocks,  stalwart  performer 
1993  and  January  of  this  year,  are  a 
stocks  to  own  as  the  bull  mar 
resumes  its  powerful  upward  cour 

And  while  my  1994  picks,  like 
most  all  stocks,  got  caught  in 
downdraft  that  day,  I  contend  t 
only  prices  have  changed.  In  ot 
words,  my  first  rationale  for  own 
these  issues  is  still  the  same.  To  re 
those  names  (Forbes,  Jan.  31):  Al 
is  up  5  since  that  column  so  it's  no 
compelling;  but  put  that  rise  beh 
you,  there's  still  room  to  grow. 

Texas  Instruments  (79)  and  7; 
(66),  two  semiconductors,  are 
buys.  Tl,  as  it's  called  on  The  Stree 
up  10  this  year,  but  the  issue  tend: 
be  volatile  (it  was  561/2  barely  th 
months  ago)  so  the  acceleration  i 
keeping  with  the  stock's  patterns, 
tel  is  flat,  so  if  you  are  price-conscic 
be  my  guest. 

American  Home  Products  (60) 
Sears  (47)  are  both  off  (ahp  has 
four  points;  Sears,  seven),  but  they 
not  so  much  victims  individually 
they  are  victims  of  a  lack  of  interes 
their  groups.  I  would  buy. 
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You  may  change  your  view  of  Airbus  Industrie  when 
fou  know  how  wide  our  own  view  is. 


Airbus  Industrie's  approach  to  the  civil  aircraft  industry  is  far  more  global  than  our  European  origin  might  suggest, 
gr  example,  Airbus  parts  are  currently  sourced  from  some  500  companies  in  35  states  across  the  USA.  It's  our  policy 
ways  to  seek  out  the  best  possible  equipment  and  expertise:  anywhere  in  the  world. 


>R  MORE  INFORMATION  ON  AIRBUS  INDUSTRIE  PLEASE  WRITE  TO  COMMUNICATIONS  DEPARTMENT,  AIRBUS  INDUSTRIE  OF  NORTH  AMERICA.  S93  HERNDON  PARKWAY,  HERNDON.  VA  22070 
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Has  the  U.S.  caught  the  old  British  disease? 
From  Clinton's  budget,  it  sure  looks  that  way. 

A  new  definition 
of  austerity 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


R<  )S\  ISBA<  K,  ami  this  time  she  is  up  to 
no  good.  In  l(ASl  the  Reagan  Admin- 
istration was  accused  of  using  a  rosy 
scenario  for  the  economy  in  its  first 
budget  package.  It  was  said  to  be 
assuming  unrealistically  high  ceo 
nomic  growth  ami  tax  receipts  to  sell 
tax  rate  cuts  to  a  reluctant  Congress. 
But  Reagan's  Rosy  really  was.  She  set 
off  the  longest  peacetime  recovery  of 
the  century.  I  turray  for  Rosy! 

But  now  she's  back,  and  this  time 
she  really  is  phony.  This  time  she's  not 
selling  tax  cuts,  she's  selling  spending 
increases.  The  Clintonites  would  hav  e 
us  believe  thai  the  -SI  .52  trillion  bud 
get  they  unveiled  last  month  for  fiscal 
L995  is  an  austerity  measure.  It  ap 
pears  that  austerity  has  a  different 
meaning  for  them  than  it  does  for  me 
or  for  Webster's. 

Defense  spending  is  supposed  to 
decline  by  13%  in  current  dollars,  or 
by  more  than  one  fourth  in  real 
terms,  over  the  next  five  years.  This 
would  leave  defense  spending  in  1999 
at  only  2.8%  of  GDP,  lower  than  in  any 
year  since  1948.  The  post  cold  war 
irony,  how  ever,  is  that  the  world  is  in 
some  ways  much  less  stable  than  it  was 
in  the  1980s,  when  we  had  a  strong 
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Soviet  Union  to  contend  with.  At 
least  the  Sov  iets  kept  their  own  clients 
in  line.  As  the  lone  surviving  super 
power,  the  U.S.  will  be  increasingly 
called  on  to  intervene  in  regional 
conflicts,  such  as  in  the  Persian  Gulf, 
Somalia  and  Bosnia. 

The  nondefense  discretionary  cate- 
gory of  the  budget,  which  includes 
many  of  Congress'  pet  projects,  is 
supposed  to  shrink  by  7%  in  real  terms 
over  the  next  five  years.  Don't  hold 
your  breath  on  this  one,  either. 

Clinton's  Rosy  is  telling  us,  never 
mind  about  the  new  programs;  we  can 
more  than  pay  for  them  by  cuts  else- 
where. But  the  spending  increases  arc- 
real  and  the  savings  are  not.  The 
budget  contains  a  more  than  one- 
quarter  trillion  dollar  explosion  in 
so-called  mandatory,  or  entitlement 
programs,  while  still  seeming  to  con 
trol  overall  spending  and  to  reduce 
the  deficit. 

Conspicuously  absent  from  the 
budget  were  numbers  about  the  total 
cost  of  the  President's  new  health  care 
proposal.  Clinton  claimed  health  care 
reform  didn't  need  to  be  in  the  bud 
get  because  it  was  a  private  health 
insurance  scheme.  Sure.  Then  the  [RS 
should  be  viewed  as  a  private  money 
removal  business,  and  remov  ed  from 
the  budget,  too. 

Congressional  Budget  Office  Di 
rector  Robert  Reischauer  let  the  cat 
out  of  the  bag,  however,  in  a  report  on 
the  proposed  reforms  released  last 
month.  Over  the  next  ten  years,  ac 
cording  to  the  CBO  analysis,  the 
Clintons'  proposal  would  increase  the 
deficit  by  more  than  $70  billion, 
rather  than  reduce  it  by  $60  billion 
.is  claimed  bv  the  While  House. 
Whoops!  There  goes  SI 30  billion  of 
( linton's  "savings." 


Worse  yet  for  Clinton,  the  <  R 
concluded  that  nationalizing  til 
health  care  system  must  be  accounte 
for  directly  in  the  budget  as  a  govern 
ment  program. 

Including  nationalized  health  car 
the  federal  government's  spendin 
share  w  ill  exceed  one  third  of  GO 
nearly  double  the  current  proportio 

There  are  few  examples  in  history! 
such  radical  increases  in  governmei 
control  over  private  property.  Nor 
has  had  happy  endings.  Economi 
burdened  with  excessive  governmei 
sectors  are  characterized  by  stagn 
tion  and  rising  inflation,  a  conditio 
once  known  as  the  British  disc  as 
There  is  no  more  certain  way  to  kill 
buoyant  stock  market. 

These  measures  won't  stall  the  r 
covery  immediately.  Increased  aval 
ability  of  bank  financing,  private  ba 
ance  sheet  restructuring  and  pent-i 
consumer  demand  will  fuel  growi 
for  the  remainder  of  this  year.  And 
would  take  time  to  push  today's  lo 
inflation  meaningfully  higher. 

Long  term,  the  signs  are  ominoi 
Sensitive  commodity  prices  have  lat 
ly  shown  signs  of  life,  and  the  Fed  ga 
us  one  dose  of  monetary  tightening 
February.  At  last  month's  meeting  tl 
FOM<  probably  approved  a  secoi 
quarter  point  rate  hike  to  quell  incid 
cut  inflation  pressures,  and  it  m 
already  be  on  the  official  calendar. 

If  inflation  expectations — and  tl 
30-year  bond  yield — do  not  subsiq 
the  authorities  could  easily  be  push] 
into  further  preemptive  strikes,  i 
Treasury  inv  estors  lake  a  closer  look 
the  ( Ilinton  budget,  they  are  likely 
find  a  slow  acting  poison  that  w 
systematically  erode  the  return  ( 
capital  and  undermine  econoft] 
growth.  Rosy,  so  home.  I 
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Choose  The  IRA 
With  Fidelity's  Proven 
Fund  Performance 


At  Fidelity,  we  are  committed  to  offering  you  an  IRA  where 
performance  and  value  come  first.  We  think  you'll  agree 
that  no  one  can  give  you  more  for  your  IRA  today. 

Bring  Our  Equity  Experience 
To  Your  IRA... 

That's  why  we  oiler  you  a  lull  range  of  stock 
funds  with  performance  records  that  speak 
for  themselves.  You  can  choose  from  funds 
that  take  a  balanced  path  to  income  and 
long-term  growth,  to  those  that  take  a  more 


Compare  These  Equity 
Choices  For  Your  IRA 

Average  Annual  Returns  t 

Mmi  |',t,i: 1 

Rating 

1  Year 

5  Year       Lite  ol  Fund 

Fidelity  Puritan  Fund 

21  45 

14.34%  14.65% 

(10  Year) 

*  ★  *  | 

** 

Fidelity  Equity-Income  II  Fund 

18.89% 

—  25.85% 

(8/21/90  - 12/31/9 

*  *  *  I 

** 

Fidelity  Growth  &  Income  Portfolio 

15.94'- 

17.25%  18.47% 

(12/30/85  -  12/31/S 

★  *  *  I 

3)  *  *  | 

Fidelity  Contratund 

17  78% 

25.77%    17. 30% 

(10  Year) 

★  *  *  1 

** 

aggressive  growth  approach.  Each  fund  is 
backed  by  the  management  expertise  that's 
helped  make  Fidelity  America's  largest 
stock  fund  manager. 1 


Fidelity 


The  No-Load  No-Fee  IRA  - 
Our  Best  Retirement  Otter  Ever 

Fidelity  has  waived  the  sales  charges 
on  more  than  a  dozen  slock  funds  for  your 
IRA.-  And  we've  also  waived  the  IRA  fee  on 
mutual  fund  accounts  with  a  balance  of 
$5,000  or  more  held  in  a  Fidelity  IRA/  or 
if  you  trade  at  least  twice  in  your  Fidelity 
Brokerage  IRA.1  Call  for  more  details. 

Transfer  Your  Retirement 
Savings  to  Fidelity 

Whether  you  are  transferring  your  IRA  or 
rolling  over  an  eligible  distribution  from  an 
employer's  plan,  Fidelity  will 
help  make  it  easy  for  you. 

Simply  call  today  lor  a 
free  IRA  fact  kit  and  ask 
about  our  free  Retire- 
ment Planning 
Guide.  Complete  and 
return  your  applica- 
tion and  transfer  form, 
and  we'll  handle  the  details. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 
Investments® 


more  complete  information  including  charges  and  expenses  call  lor  a  free  prospectus  Read  il  Carefully  before  yon  Invest  Ot  send  money.  I  Total  returns  for  the  period  ended  12/31/93 
historical  and  Include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Returns  for  Growth  &  income  Portfolio  and  Contrafund  include  the  effects  ol  the  funds' 
sales  charge,  Returns  for  Puritan  Fund  would  have  been  lower  if  its  2%  sales  load  had  been  deducted.  Pasl  performance  is  no  guarantee  of  future  results,  Share  price  and  return  will 
and  yon  may  have  a  gain  or  loss  when  you  sell  your  shares.  *Morningstar  proprietary  ratings  relied  historical  risk  adjusted  performance  as  of  December  S 1 ,  1993.  The  ratings  are 
iect  to  change  every  month  Morningslar  ratings  are  calculated  from  ihe  funds  three  .  live  ,  and  10  year  average  annual  returns  including  loads,  If  appropriate,  and  a  risk  factor  that 
.-els  fund  performance  relative  to  three-month  Treasury  bill  monthly  returns,  Ten  percent  ol  the  funds  in  an  asset  class  receive  live  stars,  'fidelity  manages  over  $  1 25  billion  In  equity 

•Is.  'This  offer  applies  to  certain  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan"'1  Fund,  Fidelity  New  Millennium™  Fund  and  fidelity  Select  Portfolios"" 
excluded  'For  Fidelity  mutual  fund  IKAs,  the  $10  annual  IRA  maintenance  fee  Will  be  waived  for  mutual  fund  IRA  accounts  Of  $5,000  or  more  at  the  tunc  ol  the  lee  hilling  For  Fidelity 
■directed  IKAs,  the  $20  fee  will  he  waived  if  any  Fidelity  mutual  fund  position  is  at  least  $5,0<MI  at  the  lime  of  Ihe  fee  hilling  or,  if  any  fund  position  available  without  transaction  lees 
nigh  FundsNetWOrk™  is  at  least  $5,000  at  the  time  of  the  hilling,  'lor  1994,  the  waiver  is  based  on  trades  from  1 1/1/0  fi  through  I0/.WR  and  applies  to  any  two  trades  made  in 
:lity  retirement  accounts  in  your  name.  Trades  in  mutual  funds  and  limited  partnerships  are  excluded  You  must  have  a  Fidelity  prototype  plan  with  an  PDIC  insured  cuslodian/lruslec  to 
lify.  Fidelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.,  Member  NYSE,  silt;. 
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V 

Receive  Value  Line 
for  only  $65  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 
recent  Ratings  arid  Reports  on  1 700  stocks  and  the  practical  guide  Hold  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for*85$55.  Available  only  once  every  three  years  to 
any  household   SPECIAL  BONUS:  J.K.  Lasser's  1994  Tax  Guide.  With  your 
subscription  you  also  will  receive  the  newest  edition  of  America's  best-selling 
tax  guide  with:  •  trie  latest  developments  and  legislation  •  forms  for  filing  • 
tax  organizer  with  step-by-step  Instructions  •  hundreds  of  examples  and 
money-saving  strategies  PLUS  free  update  supplement  and  24-hour  helpline. 
(A  $14  00  value:  yours  at  no  charge  while  supplies  last  )  Your  subscription 
to  Value  Line  may  be  tax-deductible  Consult  your  tax  advisor. 
Send  check  or  money  order  along  with  name,  address 
and  zip  code  to  gether  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext  2903-Dept.  616L1 4)  American  Express,  MasterCard  or  Visa  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee  Allow  4  weeks  for  delivery. 
NY  residents  add  sales  tax.  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey 

220  East  42nd  Street 
NY,  NY  10017-5891 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Earn  The  Living  You've 
Dreamed  Of... 
Right  In  Your  Own 
Dream  Hows?! 

Live  in  a  stunning  Eagle's  Nest 
home  with  design  features 
not  found  elsewhere  at  twice 
the  price. 

Models  as  low  as  $17  per  sq.  ft. 


-^7       1  T 
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1 H . '  H 1  *            ...  v 

Earn  $5,000  to  $1 5,000  per  home... 

•  Quality 

•  Design  Flexibility 

•  Keep  Present  Employment 

The  only  qualification  you  need  is 
the  ability  to  purchase  or  mortgage 
a  $25,000  model  which  may  be 
finished  as  a  home  to  live  in,  or  sell, 
or  completed  as  an  office,  condo, 
duplex,  or  other  commercial 
enterprise. 

For  a  FREE  full  color  brochure: 

Call  Mr.  Farb 
1-800-579-1079  (24  hrs.) 
Fax:  (404)  720-7605.  or  write: 

Eagle's  Nest  Homes,  Inc. 

205  Eagle's  Nest  Dr. 
Canton,  GA  30114-7972 


Business 
Partner 

$150,000+ 

Income  Potential 

Attorney  offers 
opportunity  for  local 
(non-attorney) 
partner  to  operate 
branch  operation. 
Lucrative  business 
(not  a  franchise) 
offers  unique  service 
in  multi-billion  dollar 
market.  Candidates 
must  be  bondable, 
have  outstanding 
references,  good 
communication  skills 
and  $12,000  start-up 
capital.  No  selling. 
Begin  part-time  or 
full-time.  For  full 
information,  call: 

Lisa  Morgan 
(800)  442-3390 
Mon.-Fri.,  9:00AM- 
5:30PM  CST 


Inc.  500  Co.  seeks  qualified 
business  affiliates  of  $100,000 
caliber.  Make  big  money 
auditing  leases,  freight,  utility, 
telephone  bills  tor  businesses. 
$7,000  start-up  req'd.  Free 
info  -  Call  Now  800-962-0177. 


STOCK  MARKET 
WARNING: 


Every  day  that  passes 
brings  us  one  day  closer  to 
the  next  stock  market 
debacle  But  don't  panic 
The  stock  market  NEVER 
makes  a  big  move-up  or 
down-without  giving 
plenty  of  advance  warning. 
,  Many  investors  think  the 
MARTIN  ZWEIG  500  p0int  "Black  Monday" 
crash  on  10/19/87,  came  right  out  of  the  blue- 
Not  so.  My  key  indicators— 22  Monetary,  and 
36  Sentiment  and  Momentum,  clearly  signaled 
sharply  rising  risks  in  August  and  kept  getting 
worse.  These  indicators  guided  my  Zweig 
Forecast  to  a  9%  gain  on  Black  Monday,  a  50,4% 
gain  for  1987  and  a  685.9%  gain-with  not  one 
down  year-for  the  past  13  years  ending  6/93. 
(Past  results  are  no  guarantee  of  future  results.) 
The  Zweig  Forecast,  published  every  three 


weeks,  continually  updates  my  marKet  indicate  [!' 
and  maintains  a  securities  pc>  ;f&!io  ,hii 
earned  the  profits  detailed  above  .nd  that  y< 
can  easily  follow,  step-by  step 
Try  The  Zweig  Forecast 
and  we'll  rush  yoi  the  un 
listed  phone  number  to 
Zweig's  telephone  hotline, 
updated  at  least  three  times 
a  week,  plus  a  gift  copy  of 
Zweig's  newly  jpdated 
best-selling  classic  ($20 
retail)  Pro  rata  money -back 
guarantee  of  course.  bXTRA  bUnU|| 

Three-Month  Trial  $55 
One-Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9063 

THE  ZWEIG  FORECAST 

P.O.  Box  2900.  Wantagh,  NY  11793  0926 


BUSINESS  OPPORTUNITIES 


C)    H    Twenty  Businesses  You 
|5>  \  |    Can  Run  From  Your  Home 
*'*  i  With  A  Computer! 

**■  '  -  -v  'hi—    FREE  Cassette  Tapes:  These  tree,  tw<j 

FREE  cassettes  will  explain  how  you  can  start  sev 

CBSl  486  Computet  eral  or  aH  Qf  these  twenty  turnkey  businessa 
part-time  and  still  retain  the  security  of  your  present  position.  If  yoi 
purchase  our  software  and  business  program,  we  will  give  you  the  com) 
puter  and  printer.  If  you  already  own  a  computer,  you  may  receivi 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,00d 
per  month  part-time.  Free  home  office  training.  Financing  available) 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  779 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  3 1 7-758-44 1 5| 
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BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICE, 


$  OVER  ONE  BILLION  $  |      University  Degree) 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


Sail  Paced  Home  Study 
Associate  Bachelor  Master  Do 

Business  Admin,  Psychology,  Finarl 
Tech  Mgmt,  Law.  Paralegal.  ,^j3S 
Int'l  Business,  Health  Care, 
Human  Resources  Admin  J' 

(800)477-2254  (24  hrs)  VS 
Southern  California  University  ^ 
202  Fashion-F,  Tustin,  CA  92680 


An  entire  new  field  of  opportu- 
nities has  opened  for  people 
with  vision 

•  SMR  equity  build-outs 

•  PCS  bidding  syndicates 
$16,000  risk  capital  required 
IRA  &  self  directed  pension 
plan  qualified  For  more  info 
  1-800-723-1338 
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COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTOR 
Fw  Wort.  Lite  and  Aca 
Eipenence  •  No  Clim 
Attendance  Require 
1-800-423-324 
FAX  (310)  471-6 
or  lend  Oetailea  reu 
lor  Free  Evaluallw 

Pacific  Western  Universit; 

I  t  600  >i  bepwefli  BlvO  Depl  185  LOS  Angeitl  CA  I 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Drfauurr    CaM/Write  ,of  F**1  KIT: 

Vftwrrv      p  0  Bo*  4*4'FB 
V  \S-         Wilmington,  DE  19899 

M  hul  800-321  -CORP  •  302-652-6532 


FREE  VIDEO 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
|  Credit  lor  work. /life  exp  *  Accred 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Oept.  879  Slidell,  lA  70459-20) 
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PERSONAL  CARE 


VOICE  MAIL 


MAIL  ORDER 


BEACH  RESORTS 


NEAR  HISTORIC  CHARLESTON,  SC 

Kkuuah 


OP  SWEAT 
WEEKS 

lie®  is  an  in- 
bly  more  effec- 
way  to  combat 
ss  sweat  — 
)ut  chemicals, 
ronic  treatment 
;  6  weeks  dry- 
.  Reusable  — 
&  effective  say 
sdical  books. 

id  for  free  information. 

RAL  MEDICAL  CO  Dept   FOB  59 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


EXECUTIVE  GIFTS 


anently  end  back  pain 
aiming  your  back  to 
;rly  support  itself. 

sed  by  Health 
•rofessionals 

U  REVOLUTION 


MAILING  LISTS 


MILLIONAIRES  $ 

MAILING  LIST! 

the  most  exclusive  list  avail- 
We  cater  to  the  most  afflu- 
eople  in  the  world:  doctors, 
leys,  athletes  and  business 
vs.  Income  levels  average 
',000  annually  with  a  net 
t  of  3.3  million!  If  you  want 
ice  your  high  end  products 
-vices  in  the  hands  of  proven 
's,  then  call  today. 

813-573-1726 


Let  our 
||  systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under  $300. 


Voice  Mail 
Call  Processing 
Fax-on  Demand 

1-800-947-4884 

Demo  (510)  522  J800 
FAX  (510)  522  SSS6 

•HNOLOCY.  INC  fjf 


pices  subiecl  to  chanrje  without  notice 


CORPORATE  EVENT 
PLANNER 


UNIQUE  THEME  PARTY  SPECIALISTS 
TEAM  BUILDING  EXPERTS 

in  Employee  Recognition/Appreciation. 
THE  BARRY  DEAN  COMPANY 
Call  for  our  free  brochure  and 

additional  information. 
51 6-536-6606  /  21 2-809-6666 
Worldwide  Service. 
Or  fax  us  your  request  at  516-536-6376 


RONALD SEARLE 

More  than  I(K)  original 
drawings  &  watercolors. 
HEINEMAN  GALLERIES 
594  Broadway,  Suite  206 
NY,  NY.  I0012  (212)334-0821 
Opening  March  10th 


EDUCATION  &  TRAVEL 


ELLANEOUS  FOR  SALE  ■  CAMBRIDGE  UNIVERSITY 


5UY  DIAMONDS! 

all  or  fax  GIA  info 

for  cash  offer. 
-  Any  quantity!,  - 

OUSE  OF  ONYX 

St.,  Greenville,  KY  42345 

14-31 00 or  FAX  502  +  338-9605 


Summer  Programmes 
at  Queens  College, 
England 

Teens  14-19  July  24-Aug.  13 
Adults  July  30-Aug  7 

Brochures 
U.S.  Ottice  800  922  3552 
FAX  312  988  7268 


Forbes :  Capital  ist  Tool 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette". the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  who 
can't  or  shouldn't 
climb  stairs  Write 
today  for  more 
information: 


AMERICA 


INCLINATOR 

COMPANY    Of  11 

Dept.  7  If 

P  O  Box  1557  y 
Harrisburg,  PA 
17105-1557 


EXECUTIVE  GIFTS 


•  16"  lo  22"  models  ore  hand- 
crofted  from  solid  mahogany  with 
hondpainted  markings  and  details 

•  Over  160  models  m  stock 

•  Priced  from  S99  50 

•  Satisfaction  guaranteed 

Call  1-800-950  9944 
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FINANCIAL  SERVICES 


For  15  years,  the  world's 
leading  source  of  information 
on  global  derivatives  and 
currency  advisors,  reporting  the 
performance  of  more  than  500 
funds  each  month 
Managed  Account  Reports  Inc. 

220  Fifth  Ave..  NY.  NY  10001 
Fax  (212)  213-1870  or  call 

LydiaSoto  at  (212)  213-6202 


VACATION  RENTALS 


Lavishly  equipped,  four  season, 
one  and  two  bedroom  rental 
houses  on  beautiful  Montana 
blue  ribbon  trout  stream.  From 
$1200  per  week 

4(16  832  3193,  Fax  406  832  3194. 


Free  Island 
Resort  Guide 

Featuring 
Kiawah's  famed 
Ocean  Course, 
ten  miles  of 
beach,  tennis, 
pools,  marina 
village,  shopping 
and  dining.  Plus 
residential  property 
for  sale  and  rent. 


Real  Estate  Sales 
1-800-763-7653  Ext  423 

Resort  Rentals 
1-800-845-3911  Ext  423 

Ravenel  Associates,  Kiawali  Island.  SC  29455 
I  I 


PRESENTATION  EQUIPMENT 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


SffffiiWE 

LASER  P 

Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 

•  1  Year  Warranty  •  <  5mW  Power 

•  Range  up  to  100  yds. 

•  2  AAA  Batteries  Included 

e.sc. 


P.O.  Box  2712,  San  Ramon,  CA  94583 


TOLL  FREE  800-291-5511  DEPT.  8 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


^^^Workfs  Largest  Selection  of  Audio  Books^^ 


'Bestsellers  1 
on  Cassette  & 

1  Full-length  £ 
Readings  z 

<  Call  tor  Free  § 
Brochure  . 


(800)  626-3333 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  21 2-620-2472 


Restructuring  levitation 

In  corporatespeak,  "restructuring" 
typically  stands  for  selling  or  shutting 
businesses,  firing  workers,  writing 
down  assets,  refinancing  debt  and 
ocherwise  making  fundamental 
changes  in  a  corporation .  Michael 
Korchinsky  is  president  of  $  1 2  million 
(sales)  San  Francisco-based  Axiom 
Information  Consulting  Inc.,  which 
advises  companies  on  how  to  restruc- 
ture and  whose  clients  have  included 
Wells  Fargo,  Transamerica  and  Shell 
Oil.  Restructuring  is  a  real  growth 
business.  It's  only  February,  says  Kor- 
chinsky, but  among  the  big  compa- 
nies that  already  have  announced  ad- 
ditional restructurings  this  year  are 
AT&T,  GTE,  Borden,  Kmart,  Boeing 
and  Bristol-Myers  Squibb.  Korchin- 
sky predicts  that  up  to  30%  of  the 
largest  U.S.  companies — sales  of 
$100  million  or  more — will  do  some 
sort  of  restructuring  in  1994:  a  20% 
increase,  he  estimates,  over  1993. 
Could  be  the  biggest  single  motiva- 
tion is  keeping  their  shares  from  being 
left  behind  in  this  roaring  bull  market. 
(Note  that  all  the  stocks  mentioned 
above,  save  Boeing,  have  lately  been 
market  laggards.) 

Right  on,  Rite  Aid 

Rjte  Aid  Corp.,  the  second- biggest 
U.S.  drugstore  chain  after  Walgreen, 
recently  offered  to  buy  up  to  22  mil- 
lion of  its  NYSE-listed  shares — 25%  of 
the  outstanding.  Limit  price:  I8V2. 
No  soap.  Shareholders  tendered  only 
2.1  million  shares  at  I8V2.  First  Alba- 
ny analyst  Andrew  Feinman  doesn't 
blame  investors  for  holding  on  to 
their  stock.  He  thinks  it's  cheap  at  a 
recent  187/s. 

Camp  Hill,  Pa. -based  Rite  Aid  (es- 
timated sales,  $4.1  billion)  runs  nearly 
2,700  drugstores  in  the  East  and 
Southeast.  Over  the  past  year  it  has 
spent  $25  million  on  point-of-sales 
terminals,  to  improve  inventory  man- 
agement, and  $15  million  on  a  satel- 
lite communications  system,  to  link 
all  its  stores  for  the  immediate  ex- 
change of  information.  Feinman  ex- 
pects these  moves  to  cut  expenses 
considerably. 

Meanwhile,  Rite  Aid  is  selling  its 
four  nondrugstore  businesses — small 
chains  in  automotive  parts,  discount 
books,  dry  cleaning  and  medical  ser- 


RITE  A 

dO  PHARMACY 

l.ia.:  Wkb&h 
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A  Rite  Aid 
drugstore  in 
Hoboken,  N.J. 
Most  sharehold- 
ers wisely 
passed  up  the 
company's  offer 
to  buy  their 
stock.  Why  get  o 
too  soon? 
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vices  that  account  for  less  than  10%  of 
sales  and  income.  And  it's  shutting 
200  drugstores.  All  told,  these  moves 
will  result  in  about  a  $115  million 
aftertax  charge  to  earnings.  Rite  Ad 
will  use  the  $125  million  it  expects  to 
raise  from  the  asset  sales  to  slash  long- 
term  debt,  now  around  30%  of  capital. 

Feinman  thinks  Rite  Aid  earned 
$1.46  a  share  in  the  fiscal  year  ended 
Feb.  28, 1994.  This  year  he's  looking 
for  $1.60.  He  figures  the  stock's 
cheap  at  12  times  his  estimate  for  the 
fiscal  year  just  begun.  Feinman  sees 
Rite  Aid  at  22  by  late  summer  and  in 
the  mid-  to  high  20s  a  year  from  now. 

Volt  of  confidence 

Compania  Boliviana  de  Energia 
Electrica,  S.A.  is  the  main  provider  of 
electricity  to  La  Paz,  Bolivia's  biggest 
city,  and  to  the  nearby  tin  mines 
(Forbes,  Feb.  15,  1993).  A  year  ago 
NYSE-listed  Bolivian  Power  Co.  Ltd. 
(as  it  is  known  in  English)  sold  for  just 
14,  only  about  half  book  value.  But 
then  Latin  American  equities  caught 
fire  with  U.S.  investors,  helping  drive 
the  stock  over  30.  Lucky  for  con- 
glomerate Leucadia  National,  which 
owned  49%.  Leucadia  took  advantage 
of  the  runup  to  sell  much  of  its  stake 
for  a  handsome  profit.  (It  now  owns 
just  17.5%  of  the  4.2  million  shares.) 

But  with  the  stock  having  lately 
settled  at  25Vi,  Donaldson,  Lufkin  & 
Jenrette  utility  analyst  Elizabeth 
Moore  rates  Bolivian  Power  a  long- 
term  buy.  Thanks  to  some  capital 
improvements  the  utility  is  making, 
Moore  looks  for  1994  earnings  to 
drop  at  least  20%,  to  around  $1.75  a 
share.  But  once  Bolivian  Power's  new 
grid  of  hydroelectric  plants  is  fully 
operational,  expected  the  end  of  next 
year,  she  thinks  earnings  will  go  up 


sharply.  She  thinks  it  could  hit  38  o\j 
the  next  two  years,  around  50%  abq 
current  levels.  Recent  yield:  2.7%. 

-Joel  Mn.i.Mj 
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Where  are  they  now? 

About  a  year  ago  at&t  looked  like 
would  replace  IBM  as  the  marke 
bellwether.  If  it  is  the  bellwether,  t  : 
omens  aren't  good  for  the  mark 
After  rising  from  53V2  to  65,  m\ 
stock  has  since  subsided  to  53V2.  T 
stock  gave  way  to  fears  among  soil 
investors  about  cable  TV  operate 
and  regional  telephone  com  pan  \ 
getting  into  the  long  distance  bu| 
ness  and  suspicions  AT&T  overpaid 
cellular  phone  operator  McCaw. 

AT&T's  market  weakness  may  I 
only  temporary.  Sanford  C.  Bernsta 
analyst  Blake  Bath  likes  AT&T  lo 
term;  over  the  next  two  years  he  loq 
for  double-digit  earnings  growth  aj 
expects  it  to  trade  at  a  10%  to  21 
premium  to  the  market.  That  woi] 
put  the  stock  in  the  high  60s,  31 
above  its  recent  price.  But  you  \| 
have  to  be  patient;  Bath  doesn't  s 
much  action  in  AT&T  stock  over  f 
next  six  months. 

When  Streetwalker  asked  Shears 
analyst  Bonita  Austin  about  troubl 
Tambrands  last  summer,  it  had  ci 
lapsed  from  the  low  60s  to  41 xh.  H 
even  35%  lower,  the  bearish  Ausj 
still  didn't  like  Tambrands.  And  sj 
stuck  to  her  guns  after  Tambrands  p 
itself  up  for  sale,  driving  the  stq 
back  to  49.  Austin  didn't  think 
could  find  a  buyer.  She  was  riglj 
Now  the  stock's  back  to  42  Vi,  ai 
Austin's  still  a  bear.  No  turnaroui 
yet  in  sight,  she  says;  stock's  del 
money  for  now. 

Speaking  of  turnarounds,  Paiq 
Webber  analyst  Gar}'  Giblen  was  dea 
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vith  supcrmarketer  Safeway.  Last 
ch  he  told  Streetwalker:  Buy 
way  at  11%;  since  then  it's  more 
i  doubled,  to  23%.  Giblen's  con- 
rice  in  Steven  Burd,  Safeway's  new 
»,  wasn't  misplaced.  Expenses  are 

down;  same-store  sales  are  up 
ply;  prices  are  lower;  service  is 
er.  Last  year  Safeway  earned 
51  a  share,  excluding  one-time 
is,  up  from  95  cents.  Giblen  is 
ang  for  $1.67  this  year.  He  ex- 
s  Safeway  stock  to  reach  the  low 
over  the  next  12  months, 
nother  March  winner  for  Street- 
<tr  from  Paine  Webber  was  analyst 
i  Gottesman's  buy  on  ad  agency 
te,  Cone  &  Belding  Communica- 
s.  Stock's  up  31%,  from  35V4  to 
FCB  continues  to  pull  in  valuable 

business,  like  the  AT&T  long  dis- 
e  assignment,  as  well  as  additional 
k  from  big  old  clients  like  Nestle, 
tesman  expects  the  firm  to  earn 
>5  a  share  this  year,  15%  over 
3.  Hang  on  to  FCB  stock,  he  says, 
ack  in  January  1993  food  analyst 
iam  Leach  of  Donaldson,  Lurkin 
mrette  told  Streetwalker  that  Wil- 

Wrigley  Jr.  Co.  was  a  great  com- 
f  but  an  overvalued  stock.  He 
d  Wrigley  a  sale  at  34V4,  or  23 
;s  what  it  earned  last  year.  Oops, 
gley  stock's  now  45%,  up  33%. 
:h  underestimated  the  gum-mak- 
growth  overseas;  its  U.S.  volume 

was  stronger  than  he  expected. 
;h  hasn't  changed  his  opinion, 
tgh.  Wrigley  now  sells  for  an  even 
er  25  times  the  $1.75  a  share  he 
;cts  it  to  earn  this  year.  Compare 
,  say,  with  PepsiCo,  selling  for 
'  17  times  his  1994  estimate, 
at  company  or  not,  Leach  simply 
sn't  believe  Wrigley  is  worth  that 
:h  more  than  PepsiCo, 
ast  spring  Kemper  Securities  ana 
Robert  Simonson  predicted  to  us 
rnaround  in  fabric  retailing.  His 

pick,  Fabri- Centers  of  America, 

since  risen  over  25%,  to  I6V4, 
iks  to  better  earnings  from  higher 
gins.  Stores  have  been  shut,  ex- 
ses  cut  and  promotions  curtailed. 
Simonson  also  liked  the  stocks  of 
ri-Centers'  main  rivals,  Hancock 
rics  and  House  of  Fabrics,  and 
-'re  down  16%  and  40%.  Simon- 
still  has  buys  on  all  three;  he  says 
rebound  in  apparel  spending  will 
1  the  two  laggards.  US 
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#1  Performing  Fund  Since  the 
Market  Low  of  1987 

— per  Mutual  Fund  Forecaster* 

The  Kaufman  11  Fund 

A  Small  Company  Growth  Fund 


Five  Yr.  Compounded  Annual  Return* 

30%r 


KAUFX 
FUND 

26.6% 

S&P  500 

14.7% 

Hans  Utsch  and  Lawrence  Auriana,  Portfolio 
co-managers. 


More  than  twice  the  average  total 
annual  return  of  all  funds.** 

FormformaHon  call:  "|  "800-346-5263 


'Period  of  12/4/87-12/31/93.  "Five  year  period  ending  12/31/93,  per  Upper  Analytical  Services. 

Since  February  1986,  the  date  the  Fund  became  fully  operational  after  reorganization,  the 
Fund's  total  return  was  229.63%.  The  Fund's  compounded  annualized  return  to  December 
31,  1993  for  the  one  year,  and  2/86-12/93  periods  are  18.2%,  16.4%  respectively.  Total 
returns  for  periods  ending  December  31,  1993  are  historical  and  include  change  in  share 
price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and  a  12b- 
1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  common  stock  of 
500  publicly  traded  U.S.  companies.  For  more  information  including  charges  and  expenses, 
please  read  the  prospectus  carefully  before  you  invest.  The  performance  cited  represents  past 
performance  which  is  not  indicative  of  future  results;  investment  performance  fluctuates;  fund 
shares  when  redeemed  may  be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC.  •  17  Battery  Place,  New  York,  NY  10004  •  Fax  (212)  344-6227 


FORBES  FYI  is  a  great  way  to  £3B 
reach  affluent  mail-order  shoppers.  M^3 

And  there's  no  better  way  than  through ... 

CaTaloG 

C     O     N     N     E  C 

T      I      0  N 

\  A  colorful 
section  for 
catalog 
advertisers 

For  more  information,  call  Linda  Loren: 
Telephone:  (212)  620-2440/  fax:  (212)620-2472 

%  f 

■  t  *  Tp:  * 

OWN  YOUR  OWN  RANCH  IN 
THE  COLORADO  ROCKIES 


Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
We  provide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  pie< 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacat 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  i 
information  without  obligation, 


Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 


ties  (  •      lission.  Registration  docs 


EDITED  DY  DERO  A.  SAUNDERS 


ie  more  things  change . . ." 

)  years  ago  in  Forbes 

>m  [he  issue  of  March  15, 1924) 


For  decades  the 
development  of 
Canada's  large 
oil  resources 
was  crippled  by 
overrestrictive 
regulations  on 
exploration  and 
drilling. 


bsentee    capitalism    has  bad 

'Ugh  results  at  the  best.  The  results 
worse  when  the  representative  or 
'esentatives  of  the  absentee  capital  - 
>wners  cannot  take  a  freeman's  part 
he  life  of  the  local  community." 

>rd  is  attempting  more  than  any 
i  ever  before  attempted.  No  busi- 
s  enterprise  ever  spread  out  as  he 
preading  out  his.  Ten  thousand 
^mobiles  ever)'  day!" 

)  years  ago 

OM  THE  ISSUE  oe  iMarch  15,  1934 ) 
rst  quarter  [auto]  production  this 
r  will  be  about  85%  ahead  of  the 
three  months  of  1933  unless  seri- 
labor  troubles  develop  to  mar  the 
vard  trend  before  the  end  of 
rch." 

ist  year,  on  the  eve  of  the  [presi- 
ttial]  inauguration,  Forbes  was  a 
:e  crying  in  the  wilderness  when  it 
ed  as  a  probability:  'There  will  be 
al  spring  rise  this  year — almost  eer- 
ily better  than  during  any  very 
~nt  spring.'  This  year,  so  many 
pie  are  looking  forward  to  a  spring 
that  it  is  almost  a  commonplace." 

)  years  ago 

OM  THE  ISSUE  OH  MARCH  15,  1944) 

ordes  of  gasoline  'black  mar- 
ks' are  painting  a  black  picture  for 
re  patriotic  motorists.  Draining 


over  15,000,000  gallons  a  week  from 
national  stocks,  they're  preventing  a 
substantial  increase  in  'A'  card  rations 
[3  gals,  per  week  J." 

"Synthetic  rubber  production 
reached  50,000  tons  in  January,  will 
go  on  up  to  75,000  tons  per  month 
in  the  second  half  of  1944,  but  mili- 
tary and  essential  civilian  truck  and 
bus  requirements  will  eat  up  all  the 
increases — and  more.  Civilian  drivers 
still  must  conserve  [their]  tires. . . ." 

25  years  ago 

(From  the  issue  of  March  15, 1969) 
"To  go  by  the  record  New  York's 
J.C.  Penney  Co.  has  made  over  the 
past  five  years,  one  might  conclude 
that  here  was  a  great  merchandiser  at 
the  top  of  its  form.  During  a  period 
when  Sears,  Roebuck,  the  real  giant 
in  the  business,  posted  a  60%  gain  in 
sales  and  earnings,  Penney's  earnings 
soared  nearly  95%  (to  $107  million) 
on  a  78%  gain  in  sales  (to  $3.2  bil- 
lion). At  the  same  time,  Penney's 
average  return  on  stockholders' 
equity — achieved  with  virtually  no 
leverage — was  a  dazzling  18.8%  (last 
year  20.6%),  well  above  Sears'  14.6%, 
to  say  nothing  of  the  14%  averaged 
by  the  five  next  largest  retailers." 

"When  was  the  last  time  you 

bought  a  toy?  Christmas  probably,  or 
for  your  three-year-old's  birthday. 


That's  when  doting  parents  and 
grandparents  usually  buy  toys,  and 
that's  why,  until  a  couple  of  years  ago, 
the  retail  toy  business  wasn't  so  much 
a  business  as  a  sideline.  Toys  were  sold 
in  drugstores,  five-and-dimes,  super- 
markets, almost  every  kind  of  retail 
outlet.  For  ten  months  they  lived  in 
dusty  corners.  Came  October,  the 
dusty  corners  blossomed  into  glitter- 
ing Toylands.'  " 

10  years  ago 

(From  the  issue  of  March  12, 1984) 
"Computers  may  be  the  wave  of  the 
future,  but  according  to  a  new  survey 
of  3,750  households  by  SRI  Research 
Center,  Inc.  for  Computer  +  Software 
News,  the  wave  is  still  some  distance 
away.  Only  8%  of  U.S.  households 
currently  own  one,  the  survey 
showed,  and  only  13%  were  'very'  or 
even  'somewhat'  likely  to  buy  one 
within  the  next  six  months." 


In  the  late  1960s  U.S.  toy  retailing 
broke  out  of  its  old  cocoon. 


Sweet  tax  breaks 
encouraged  the 
building  of  over 
4,000  wind-power 
generators  in 
California  in  the 
early  years  of  the 
1980s. 


"Probably  4,500  [electricity-gen- 
erating] windmills  have  been  built 
throughout  California  since  1981  at 
a  cost  of  around  $100,000  to 
$300,000  apiece,  or  over  $400  mil- 
lion in  all.  Why  would  people 
spend  that  kind  of  money  on  wind- 
mills? Because  they're  efficient? 
Hardly.  .  .  .  The  fact  is,  California 
and  federal  laws  have  made  wind- 
mills perhaps  the  juiciest  tax  shelter 
in  the  land." 

"Remember  a  few  short  weeks  ago, 
when  many  experts  were  predicting  the 
imminent  start  of  the  next  leg  of  the 
bull  market?  Instead,  since  the  first  of 
the  year  more  than  $49  billion  in 
market  value  has  been  blown  away  on 
Wall  Street,  as  measured  by  the  Wilshire 
index.  Nearly  $35  billion  .  .  .  came  in 
the  last  ten  trading  days."  pqg| 
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THOUGHTS  OH  THE  BUSINESS  OF  LIFE 


In  this  democracy  there 
are  no  titles.  Yet 
there  is  no  land  on  the 
face  of  the  earth  where 
titles  are  more  freely 
bestowed — or  arrogated. 
If  a  man  isn't  known  as 
Judge  or  Colonel  or  Doctor 
or  Professor  or  General  or 
Governor  or  Senator  or 
Congressman  or  Ambassador 
or  Secretary  or  Captain  or 
Chief  then  the  chances 
are  that  he  is  described 
as  some  kind  of  a  "king." 
We  have  our  Tobacco  Kings, 
our  Steel  Kings,  our  Lumber 
Kings,  our  Chemical  Kings, 
our  Automobile  Kings,  our 
Coal  Kings,  our  Traction 
Kings,  and  doubtless  we 
will  shortly  have  our 
Bootlegger  Kings. 

—B.C.  Forbes 


A  Text  .  .  . 

I  returned,  and  saw 
under  the  sun,  that 
the  race  is  not  to  the 
swift,  nor  the  battle  to 
the  strong,  neither  yet 
riches  to  men  of 
understanding,  nor  yet 
favour  to  men  of  skill; 
but  time  and  chance 
happeneth  to  them  all. 
— ECCLESIASTES  9:11 


Sent  in  by  Mrs.  Virgil 
Stengel,  Texas  City,  Tex. 
What's  your  favorite 
text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the 
Business  of  Life  is  pre- 
sented to  senders  of 
texts  used. 


Confronted  with  the  impossi- 
bility of  remaining  faithful 
to  one's  beliefs,  and  the 
equal  impossibility  of 
becoming  free  of  them,  one 
can  be  driven  to  the  most 
inhuman  excesses. 
-James  Baldwin 

When  you  want  to  believe 
in  something,  you  also 
have  to  believe  in  every- 
thing that's  necessary  for 
believing  in  it. 
-Ugo  Burn 

A  figment  of  the  imagination 
is  just  a  harmless  illusion — 
unless  you  are  a  victim  of  it. 

— CULLEN  HlGHTOWER 

What  has  not  been  examined 
impartially  has  not  been 
well  examined.  Skepticism 
is  therefore  the  first 
step  toward  truth. 
-Denis  Diderot 
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A  firm  belief  attracts 
facts.  They  come  out  iv' 
holes  in  th'  ground  an' 
cracks  in  th'  wall  to 
support  belief,  but  they 
run  away  fr'rn  doubt. 
-Finley  Peter  Dunne 

Nothing  is  so  firmly 
believed  as  what  we 
least  know. 

-Montaigne 

At  1 8  our  convictions  are 
hills  from  which  we  look; 
at  45  they  are  caves  in 
which  we  hide. 
-F.  Scott  Fitzgerald 


More  than  3,000  "Thoughts,"  have  been  collected 
in  a  hardcover  edition  bound  in  green  and  gold.  To 
order,  send  $27.50  to:  Forbes  Books,  P.O.  Box 
11234  Des  Moines,  Iowa  50340.  Add  sales  tax  on 
orders  in  New  York  State  and  other  states  where 
applicable.  For  faster  service  call  1-800-234-4553 
and  charge  to  your  credit  card. 


First  there  is  a  time  when 
we  believe  everything,  then 
for  a  little  while  we  believe 
with  discrimination,  then  we 
believe  nothing  whatever,  and 
then  we  believe  everything 
again — and,  moreover,  give 
reasons  why  we  believe. 
-GeORG  C.  LrCHTENBERG 

Absolute  faith  corrupts  as 
absolutely  as  absolute  power. 
-Eric  Hohfer 

Every  man  who  attacks  my 
belief  diminishes  in  some- 
degree  my  confidence  in  it, 
and  therefore  makes  me  uneasy; 
and  I  am  angry  with  him  who 
makes  me  uneasy. 
-Samuel  Johnson 

The  nobility  of  a  human  being 
is  strictly  independent  of 
that  of  his  convictions. 

-Jean  Rostand 

Devout  believers  are  safe- 
guarded in  a  high  degree 
against  the  risk  of  certain 
neurotic  illnesses;  their 
acceptance  of  the  universal 
neurosis  spares  them  the  task 
of  building  a  personal  one. 
— Sigmund  Freud 

It  was  the  schoolboy  who 
said,  "Faith  is  believing 
what  you  know  ain't  so." 
-Mark  Twain 

It  is  desire  that  engenders 
belief;  if  we  fail  as  a  rule 
to  take  this  into  account, 
it  is  because  most  of  the 
desires  that  create  beliefs 
end  only  with  our  own  life. 
-Marcel  Proust 

The  way  Bernard  Shaw  believes 
in  himself  is  veiy  refreshing 
in  these  atheistic  days  when 
so  many  believe  in  no  Cod 
at  all. 

-Israel  Zangwill 
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1979:  TECHNOLOGICAL  LEAP. 


1994:  FORWARD  TWO-AND-A-HALF 
SOMERSAULT  WITH  A  TWIST 


In  1979,  Saab  introduced  an  un- 
orthodox new  sports  sedan  des- 
tined to  influence  carmaking  for 
years  to  come. 

It  was  called  the  Saab  900  and  it 
offered  front-wheel  drive,  a  turbo- 
charged  engine  and  a  rigid  safety  cage 
long  before  most  other  cars. 

Today  we're  introducing  the  spring- 
board for  a  whole  new  era  of  Saab 
technology,  the  all-new  900. 


It's  available  with  a  muscular  new 
four-cam  V6,"  that  elevates  the  900's 
long-standing  credentials  as  a  true 
driver's  car 

This  is  also  the  safest  900  ever 
built,  with  dual  air  bags,  a  50%  stiffer 
body  and  a  new  "Safeseat"  design  in- 
corporating three-point  safety  belts 
and  anti-submarming  ramps  for  all 
three  rear  passengers. 

In  short,  with  more  than  a  dozen 


patents  pending,  the  Saab  900  isn't 
just  a  new  car  but  a  new  invention. 

To  experience  the  Saab  that  Car 
and  Driver  calls  "...the  company's  best 
car  in  44  years,"  test-drive  the  new 
900,  or  call  toll-free  800-582-SAAB 
for  complete  information. 


THE  NEW  SAAB  900S.  $20,9901 

•THE  NEW  900  IS  AVAILABLE  WITH  AN  OPTIONAL  24  VALVE  V6  OR  A  STANDARD  16-VALVE,  2  3-LITER  ENGINE  'MSRP.  EXCLUDING  TAXES, 
LICENSE.  FREIGHT.  DEALER  CHARGES  AND  OPTIONS  PRICES  SUBJECT  TO  CHANGE  SUBJECT  TO  AVAILABILITY  ©  1993  SAAB  CARS  USA.  INC 


DIRECTIONS  TO  THE  SAFEST 
INSURANCE  COMPANY  IN  AMERICA: 
FIND  NEW  YORK  AND  GO  SOUTH. 
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Last  year  when  Financial  World  found  America's  safest  insurance 
company  in  Columbus,  Georgia,  more  than  a  few  people  were  a 
little  lost-people  in  places  like  Boston,  Hartford,  Chicago, 
Philadelphia  and  New  York.  Now,  for  the  second  year,  AFLAC  is 
the  number  one  rated  insurance  company.  And  we're  pleased 
to  be  "on  the  map"  once  again. 


Insuring  Oi  <er  38  Million 
People  Worldwide 


Financial  World  is  the  nation's  oldest  business  magazine,  with  a  biweekly 
circulation  of  over  500.000.  51993  AFLAC  Incorporated.  All  rights  reserved. 


LUST  IN  THE  DUST,  GREENLAND, 


NORMANDY,  THE  GRAND  TETON, 
THE  500-CHANNEL  TV  GUIDE  and  Mo 


BURLINGAME 

MAR  1  -  ^ 

LIBRARY 


I  j 


.  Consistently 
I  longer  and 
more  accurate, 

Tay  1  or  Made 

Burner 
Midsize 

IRONS 


installing  siding 


the  professional's 
choice. 

Even    i  f  | 

that  profession 


To  Glen  Seago  of  Cummings  Siding 
&  Window  Company  in 
Carrollton,  Texas,  Taylor Made's 

Burner  Midsize  irons  mean  his 
game  won't  peel  or  crack,  cither. 
"The  feel  and  balance  are  excellent. 
But  the  best  part  is  the  added 
distance  I  get  with  them. 
Get  ready  to  sell  a  bunch  of  irons." 


"I've  never  been  this  excited 
about  a  new  set  of  irons  before," 
writes  an  enthusiastic  Glen  Seago 
from  the  great  state  of  Texas. 

That's  the  idea  behind  our  new 
Burner*  Midsize  "  irons.  A  set  of 
irons  to  get  you  jazzed  about  play- 
ing, and  keep  you  that  way. 

Midsize  means  just  what  it  says. 
Larger  than  regular  size  irons.  And 
just  the  right  size  for  maximum 
payability. 


It  also  means  a  much  bigger  sweet 
spot  (15%  larger  than  Ping*  Zing,  if 
you're  counting). 

We  also  took  the  idea  of  cavity- 
back  irons  one  step  further.  We're 
the  only  club  maker  to  foam-fill  our 
irons.  So  every  one  of  your  Taylor 
Made™  clubs  is  precisely  matched  and 
balanced  -  courtesy  of  a  patented, 
computer-  controlled  process  we  call 
Foamed-to -Weight." 

The  result  is  a  club  that's  amaz- 
ingly forgiving.  Even  on  off-center 
hits. 

Of  course,  it's  results  that  count. 
So  you'll  be  glad  to  know  you  can 
count  on  your 
Taylor  Made  Burner 
Midsize  irons  to 
consistendy  out- 
perform both  Ping 
Each  iron  is      Zing  and  Tommv 
foam-filled  for  a    Armour*  845s:  In 

perfectly  balanced  . 

club  and  extra-    both  accuracy  and 

ordinary  feel.  distance. 


A  larger  hitting  area 
and  sweet  spot  mean 
more  forgiving  shots. 


It  all  adds 
up  to  one  feel- 
ing as  you  size 
up  your  next 
approach  shot: 
Confidence. 

Because  as 
much  as  Taylor 
Made  Burner  Midsize  irons  will  help 
improve  your  outer  game,  they'll 
also  do  wonders  to  steady  your 
inner  game. 

For  more  information  on  how 
our  new  Burner  Midsize  irons,  or 
any  of  our  new  Midsize  Metalwood" 
clubs  can  improve  your  game,  see 
your  golf  professional  or  call 
1-800- WELL-HIT,  Ext.  383.  You'll 
call  them  miraculous. 

The  rest  of  your  foursome  may 
call  them  other  names. 


\0 


Taylor  Made 

***Ion  the  PGA  Tour. 


0  L993  Iaylor  Made  Golf  Co.  All  rights  reserved.  Midsize  and  Foamed  lo -Weight  are  trademarks  of'Taylor  Made  Golf*  Co.  Taylor  Made  and  Burner  arc  registered  trademarks  of  the  Taylor  Made  Golf  Co. 
Ping  Zing  is  a  registered  trademark  of  Karsten  Manufacturing  Corporation.  Tommy  Armour  and  845s  are  registered  trademarks  of  Tommy  Armour  Golf. 


C  a  n  a  1  i 

Only  at  Bloomingdale's 

Tailored  clothing  discerningly  designed  with  an 

elegant  twist.  Come  discover  our  complete 
collection,  Italian-made  from  the  world's  finest 
fabrics.  In  The  Men's  Store  on  the  Lower  Level, 
New  York.  And  all  our  stores.  For  inquiries 
and  orders,  please  call  212-705-2926. 


bloDnningdale's 


Service.  Our  personalized  assistance  program  for  gentlemen.  Appointments  are  complimentary,  inquiries  are  welcome 
call  212-705-3030  in  New  York  or  the  Bloomingdale's  nearest  you  for  an  appointment  with  a  Sales  Associate 


INK  THE  ONLY  RUS 
MORNING  IS  FROM 
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A  mug  of  industriai-strength  caffeine  pales  when  compared  to  the  blast  of  pure  exhilaration  you 
experience  when  easing  forward  the  grips  on  either  of  these  BMWs:  The  inline-three  K  75  S  or  t\ 

i  taste  of  some  real  excitement.  For  the  authorized  BMW  motorcycle  dealer  nearest  you,  call  800-345-4BMW.  Then  ask  your  dealer  for  full  details 
o-year,  unlimited-mileage,  limited  warranty;  24-hour  roadside  aid;  and  free  riding  schools.  Find  out  how  the  BMW  experience  can  be  an  even 
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OME  PEOPLE  GET  IN  THE 
UP  OF  OFFICE  COFFEE. 


.6-valve,  straight-four  KllOORS.  So  put  down  this  magazine  and  come  on 
n  for  a  test  ride.  It's  an  experience  that  may  well  prove  habit-forming. 

■marter  investment  with  financing  options  through  BMW  Financial  Services.  And  take  a  closer  look  at  our  full  line  of  rnn  rar  UfftDl  n  AUCAn 
ligh-performance  riding  accessories.  ©1994  BMW  of  North  America,  Inc.  The  BMW  logo  and  trademark  are  registered.      run  lilt  niHlLU  HIILMU. 


EATURES 


The  Role  Model 

•  «•••• 

"I  wish  there  were  100  Mo  Vaughns, " 
says  a  Boston  sportswriter  about  the 
Red  Sox's  new  star.  Here's  why. 
Page  58 

The  500-Channel 

TV  Guide 

•  •  •  •  • 

And  there's  still  nothing  on.  A  preview. 
Page  63 

-n 

TO  \ 


All  Of  The  Best  And 
None  Of  The  Worst  Of 
The  Normandy  Coast 

50  years  after  D-Day,  an  area 
of  France  where  American  tourists 
are  actually  welcome. 
Page  68 


Don  Vivant 


Loaded  questions. 
Page  98 

Pat  Epps' 
Excellent  Adventure 


CONTRIBUTORS 

Robert  Forbes 

Christopher  Buckley 

Duncan  Christy 
Mark  Grischke 
Neal  Santelmann 
Allison  Moir 

Geoffrey  Norman 
Parnelli  Jones 

Alexander  Isley  Design 

Ellen  Stephanie  Baum 
Evelyn  Mitchell 

John  Romeo 
Edward  B.  Morgan 
Amjad  Qureshi 
Linda  Byron  Glucksman 


50  Grand 
•  •  •  •  • 

Belayed  by  his  daughter, 
Geoffrey  Norman  turns  50  on  the 
Grandest  of  the  Tetons. 
Page  78 

Dome  Sweet  Dome 


Gaze  liberation. 
Page  88 

The  Sharper  Image, 
Circa  1780 


The  high-tech  object  of  then 
isthe  collectible  of  now. 
Page  94 


Page  94 


Parnelli  Jones 

Page  114 

Pilgrims'  Progress 

Page  118 

The  Poor  Man's 
Range  Rover 

Page  128 
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The  FYI  Selection: 
The  Cream  Of  The  V: 
Mail-Order  Catalogues 

Rock  around  the  clock — with  Magritte 
umbrellas,  chocolate  baskets,  and  some 
ginger  ale  worthy  of  the  name. 
Page  142 


Powell  Fly  Rods 

'You  take  a  stick  of  bamboo.. 
Page  130 


I'll  See  You 

In  The  CCU 

•  •  •  •  • 

A  heart-stopping,  heart-starting  tale. 
Page  136 


Food  For  Love 

Aphrodisiacs — -from  soup  to  nuts. 
Page  133 


Duct  Tape 

Scotch  tape  for  the  real  world. 
Page  141 


DEPARTMENTS 


COYOTE  JACK 


On  the  trail  of  the  fugitive. 
Page  ii 

SECURITY 


Keeping  the  kidnappers  at  bay. 
Page  21 

MOTHER  EARTH 


How  to  talk  green. 

Page  25 

DR.  GIZMO 

Pageji 

TOURING  PRO 


On  the  road  with  Paul  Theroux. 

Pagej4 


THE  GOLF  BAG 


My  golf  course  is  bigger  than 
your  golf  course. 
Pagejp 

REVIEWS  ON  TAPE 

Ear!  Ear! 

Page  48 

EXCESSORIES — HIS 

Going  Platinum 

Page  54 

EXCESSORIES— HERS 


Down  the  garden  path. 

Page  56 

THE  BULL  BOARD 


Ripping  clippings. 
Page  144 


AUDEMARS  PlGUET 

The  master  watchmaker. 


The  Royal  Oak  Perpetual  Calendar.  The  ultimate  blend  of  design  and  technola\ 


One  of  the  great  designs  of  this  centum 

And  probably  the  next. 


TRADITIONAL  JEWELERS 

NEWPORT  BEACH:  Fashion  Island 
RANCHO  MIRAGE:  The  Ritz-Carlton 
(714)  721-9010  (800)766-8035 


Dear  FYI:  You  no  doubt  saw  on  the  gogglebox  how  that  Most 

Wanted  Criminal  the  FBI  was  after  was  "being  pursued  by  local 

experts"  before  all  the  ruction  died  away.  The  "local  experts"  was 

yers  trooly  &  Reback  in  our  only  legitimate  brush  with  lawn  force- 

ment,  as  we  was  just  that. 

Gawd,  it  has  been  a  cold  winter.  You  see  folks  shoving  the  house 

up  to  speed  to  jumpstart  the  furnace, 
you  see  cattle  froze  standing  with 
hay  in  their  stupid  mouths.  Not 


weather  fit  to  go  out  in. 

We  was  sort  of  hibernating  in  the 
Mint  when  the  door  flang  open  and 
some  gents  in  dark  glasses  and  top- 
coats come  through  it.  They  asked 
the  Barkeep  a  question  and  flashed  a 
badge  and  our  good  friend  done 
pointed  right  at  us  when  there  was 
equally  worth  types  to  every  hand. 

The  two  of  these  high  class  strict- 
ly legal  thugs  come  to  our  table  and 
looked  down  for  a  moment  and  the 
dark  one  asked  icily  if  I  was  who  I 
was  and  Reback  was  who  he  was.  We 
said  yes. 

"We  need  some  local  expertise," 
said  the  dark  one. 

I  allowed  as  how  the  local  whore- 
house was  two  blocks  down  and 
three  to  the  left. 

He  didn't  find  me  funny.  Maybe  he 
was  the  kind  of  guy  goes  to  the  whore- 
house and  just  reads  the  articles. 

"Your  driver's  licenses,  gentle- 
men," he  snapped. 

We  hands  them  to  him,  he  hands 
them  to  his  assistant,  who  was  big 
enough  to  eat  hay  off  the  top  of  the 
stack.  The  assistant  flops  a  slender 
attachay  case  down  on  our  table, 
narrowly  missing  the  dead  pizza,  and 
he  flips  it  open  and  turns  a  switch 
and  it's  a  computer.  He  punches  in 
my  license  number.  The  machine 
sets  there  and  spits  out  a  leetle  rib- 
bon of  paper. 

He  punches  in  Reback's  license 
number  and  the  machine  sort  of 
shivers  and  paper  comes  shooting 
out  of  it  and  starts  piling  up  on  the 
floor. 

"We  are  at  your  service,"  says 
Reback,  grabbing  the  nine  yards  of 
his  career  and  hastily  rushing  to  the 
wood  stove  and  stuffing  them  in. 


"I'm  glad  I  didn't  have  to  read 
that,"  said  the  dark  one.  "Now.  A 
fugitive  we  have  been  pursuing  has 
fled  into  the  Absaroka  Wilderness. 
He  is  cunning  and  knows  his  way 
around.  Helicopters  have  proved 
useless.  Sno-cats  are  too  limited  in 
range.  So  we  need  a  couple  of  local 
experts  in  winter  survival  to  go  after 
him.  You  catch  him,  you  radio,  we 
airlift  you  out." 


Coyote  Jack 


Times  like  these  I  wish  I  had  gone 
to  law  school. 

"Who  is  it?"  says  Reback. 

"His  name's  Robert  Hall 
Heaton,"  said  the  dark  one. 

"Uh,"  I  says,  "There's  three  hun- 
dred inches  of  snow  up  there,  which 
is  twenty-five  feet  to  you.  It  gets 
down  to  fifty  below  at  night.  It's  late 
in  the  season  and  there  are  avalanch- 
es. The  only  way  to  travel  is  by  skis 
or  snowshoes.  We'd  likely  get  killed." 

"Punch  the  numbers  back  in  the 
computer,  Harvey,"  said  the  dark  one. 

"Well,"  I  says,  "Don't  get  all  hasty, 
there,  we  can  do  it.  Have  to  leave  at 
night  and  travel  at  night.  The  sun 
loosens  the  snow." 

"Bob  Heaton?"  says  Reback.  "The 
son  of  Cooter  Bill?" 

I  couldn't  remember  little  Bob 
Heaton  as  much  more  than  an 
obnoxious  kid.  Big  ears  and  a  sneer. 
His  daddy,  Cooter  Billy,  had  a  gyppo 
mine  way  back  in,  but  I  didn't  know 
if  he'd  ever  found  anything. 

"What'd  he  do?"  says  Reback. 

"Just  catch  him,"  said  the  dark 
one,  "get  moving."  He  slammed  a  lit- 
tle hand-held  radio  on  the  table  and 
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On  The  Trail  Of 
The  Fugitive 


FYI 
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I  mi  >nster  went  off. 
rioiis?"  says  Reback. 
ark  one  slammed  back  in  the 
.  li  >oi  and  pointed  a  gloved  ringer  at  us. 

"We're  very  serious,"  he  said.  He 
went  out  again. 

I've  run  traplines  and  I've  covered 
some  tough  country  when  the  snow 
was  three  stories  high  and  the  nights 
were  so  cold  some  trees  exploded.  It 
is  not  my  idea  of  fun. 

So  we  went  back  to 
my  patch  and  geared 
up.  Lots  of  fatty  foods, 
dried  fruit,  snowproof 
clothing,  special  sleep- 
ing bags  for  sleeping 
under  the  snow,  and 
sixteen  foot  skis.  My 
skis  are  older  than  I  am 
and  was  made  by  a 
crazy  Finn  lived  up  the 
canyon  from  me.  We 
got  a  neighbor  to  take 
us  as  far  up  toward  the 
wilderness  as  his  sno- 
cat  would  go  and  we 
set  off. 

It  was  some  quiet. 
All  you  can  hear  is  your 
blood  gurgling  through 
your  pipes  and  an  itchy 
whine  from  your 
nerves.  We  was  headed 
for  the  mine  and  cabin 
of  Cooter  Bill,  figuring 
Bob  Heaton  would  be 
there.  At  least  it  was  a 
place  could  be  de- 
scribed as  inside.  But  it 
was  too  far  back  to 
make  in  a  single  night. 
And  traveling  in  the 
day  when  the  sun  loos- 
ened the  snow  could  be  real  fatal. 
Powder  slides  go  better  than  two 
hundred  miles  an  hour. 

We  kept  going  until  the  sun  come 
up  over  the  tops  of  the  peaks — it 
takes  a  bit  of  time — and  we  looked 
round  for  a  big  old  spruce  to  camp 
under.  The  needles  and  branches  are 
thick  enough  to  hold  the  snow  up 
and  if  you  can  burrow  through  the 
branches  down  to  the  base  it's  clear 
of  snow  and  has  a  couple  feet  of  nice 
soft  cast  needles  to  bunk  on.  You  can 


grub  down  to  the  dirt  and  build  a  lit- 
tle fire  and  be  all  cozy.  Other  folks 
know  about  it,  too,  which  presents  a 
problem  time  to  time. 

My  breath  had  hung  half  a  glacier 
off  my  face  and  I  couldn't  open  my 
mouth  and  my  nose  was  about  numb 
halfway  down  my  lungs.  I  set  my  skis 
in  the  tree,  shrugged  out  of  my  pack, 
and  commenced  worming  down  to 


You  may  think  the  grizzly  was  safely  hibernating  like  hears  do  hut 
male  grizzlies  don't.  They  snooze  some from  time  to  time,  hut  lack  com- 
forting regular  habits  like  complete  unconsciousness  for  weeks  at  a  shot. 


shelter.  (Back  country  helicopter 
skiers  fall  into  the  treeholes  and  get 
hung  upside  down  and  die  there  to 
be  found  in  the  spring.) 

Reback  was  worming  right  along 
behind  me.  I  got  to  within  maybe  six 
feet  of  the  ground  and  noticed  a 
bunch  of  big  branches  freshly  broke 
off.  This  was  not  a  good  sign  but  I 
elected  to  drop  down  anyway  as 
Reback  was  standing  on  my  shoul- 
ders. I  took  forever  to  dig  a  flashlight 
out  of  my  pack,  with  my  chilled 


hands  and  it  so  cold  and  I  flicked  it] 
on.  I  shone  it  round  and  saw  ricbJ 
brown  needles.  I  moved  out  from 
under  Reback,  who  fell  into  the  pile 
of  needles.  I  moved  around  the  tree. 

Well,  his  face  was  some  prettier  in 
repose  than  I  usuallv  see  it,  onj 
account  of  all  them  white  teeth  wasi 
behind  his  black  lips.  His  beady  littlej 
eyes  was  closed.  The  other  half-tonl 
of  him  was  piled  upl 
behind. 

Joker  the  Social] 
Worker,  the  Bald- 
Assed  Grizzly.  As  I 
was  the  one  who 
dumped  the  lantern 
fuel  on  his  rump  and 
torched  it  he  held  me 
in  especially  low 
regard. 

"Mmmm?"  says 
Reback,  his  mouth 
similarly  encumbered 
with  ice  floes. 

"M  MM  MM  MM- 
MM!" I  replies. 

Eloquence  not 
being  possible,  I  grabs 
him  and  jerks  him  for- 
ward and  shines  the 
light  on  Joker.  Now, 
you  may  think  the 
grizzly  was  safely 
hibernating  like  bears 
do  but  male  grizzlies 
don't.  They  snooze 
some  from  time  to 
time,  but  lack  com- 
forting regular  habits 
like  complete  uncon- 
sciousness for  weeks  at 
a  shot. 

Joker's  eye  twitched. 
We  come  up  out  of  there  like  one 
of  them  missiles  the  subs  launch 
underwater.  We  slips  on  our  skis, 
puts  on  our  packs,  and  risks  possible 
death  against  certain.  I  was  so  heavi- 
ly armed  with  a  cigarette  lighter  and 
a  Swiss  Army  knife,  you  see. 

We  found  another  tree  and  settled 
in  and  lay  there  for  twelve  hours  lis- 
tening to  the  avalanches  boom  and 
betting  on  how  many  mountain 
goats  that  one  got. 

Next  night  we  got  to  Cooter  Bill's 
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SAKS  FIFTH  AVENUE  -  BERGDORF  GOODMAN 


I  in  had  a  door  in  the 
non  design  hereabouts, 
.  <m.  can't  get  to  the  walls  on 
account  of  the  snow. 

J  knocked  on  the  door  and 
jumped  back  as  Cooter  Bill  fired  his 
customary  six  rounds  through  the 
door.  I  then  knocked  again,  to  indi- 
cate I  was  still  alive  and  therefore 
probably  knew  him.  (Cooter  has  a 
small  building  in  which  he  makes 
doors.  He  has  lots  of  friends.) 

The  door  flopped  open  and  Coot- 
er stuck  his  head  out  right  behind 
the  io-gauge  goose  gun. 


"You!"  he  says.  He  is  not  an  over- 
mannered  man. 

We  let  ourselves  down  the  ladder. 
It  was  about  ninety  in  there  and  our 
ice. soon  spalled  off.  Two  cabin-crazy 
dogs  jumped  all  over  us,  eager  for 
fresh  conversation. 

"What  brings  you  boys  up  here 
othcr'n  you  got  forced  into  comin'  to 
catch  my  Bob  for  them  FBI's?" 

We  stared  shamefaced  into  our 
coffee. 

"My  Bob  was  a  good  boy,"  Cooter 
says.  "But  he  didn't  like  mining,  as 
we  never  found  much.  So  off  he  went 


Bobby  stepped  out  into  the  room,  sanparlor  tan,  gold  chains,  capped  teeth, 
slack  in  backland  clothes.  He  still  knew  his  way  around  here. 


to  business  school.  Went  to  the  Har- 
vard Business  School.  Went  to  Busi- 
ness Its  Own  Self.  He  could  arse- 
crawl  and  backstab  good  as  any  of 
'em.  Here,  let  me  show  you." 

Cooter  hauls  out  a  scrapbook  and 
we  looks  at  Bobby  graduating, 
Bobby  sinking  his  first  debenture, 
Bobby  with  associates  on  a  tower 
deck  after  his  first  hostile  takeover, 
the  former  owners  plummeting 
pavementward  behind  his  grinning 
face.  Bobby  shaking  hands  with  Lib- 
erace  and  other  evidences  of  success 
and  great  good  taste. 

"What  are  they  after  my  boy 
for?"  says  Cooter.  "Why?" 

"I  failed  to  file  my  quarterly  pro- 
jected tax  report,"  came  a  voice  from 
the  cedar  closet  against  the  cabin 
wall,  "and  when  I  did  I  did  it  on 
Un Recycled  Paper." 

Bobby  stepped  out  into  the 
room,  sunparlor  tan,  gold  chains, 
capped  teeth,  stuck  in  backland 
clothes.  He  still  knew  his  way 
around  here  but  liked  it  about  as 
well  as  we  did  this  time  of  year. 

"you  down  there  in  the  cabin 
come  out  with  your  hands  in 
the  air  and  lie  down  with  your 
fingers  laced  behind  your 
headi"  came  the  sound  of  a  heli- 
copter with  address  system. 

"Don't  mind  them,"  said  Cooter. 
"If  they  land  they're  dead." 

Avalanches  roared,  louder  than 
the  helicopter.  It  went  away. 
"What's  that?" 

Now  I  could  see  chasing  Bobby  if 
he'd  done  something  awful  like  run- 
ning for  office  or  molesting  chil- 
dren, but  UnRecycled  Paper?  We 
seen  our  course,  and  took  it. 

"We'll  get  you  out  of  here,"  says 
me  and  Reback  simultaneous. 

We  thunk  hard  for  a  day  or  two 
and  come  up  with  a  plan. 

"Take  off  your  clothes,"  I  says  to 
Bobby. 

"Now  boys,"  he  says,  "this  ain't 
no  time  for  that." 

"You  been  in  business  too  long," 
I  says  back  to  him,  "yer  thinking  has 
become  disgusting  and  perverted." 

He  took  off  his  clothes.  "I'll  need 
some  of  yer  blood,  too,"  I  says  to  him. 
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Air  travel  comes  full  circle. 


"Vis  for  Virgin  Atlantic  Airways  to  London.  And  at  Virgin,  we  treat  our  passengers  the  way  passengers  used  to  be  treated.  With  a  little 
more  personal  service.  In  Upper  Class®- our  business  class -we  give  you  a  free,  personal  limousine  to  and  from  both  airports,  an 
irmrest  video,  and  a  massage  therapist  on  select  flights.  Even  our  Economy  Class  has  a  video  screen  at  every  seat.  Its  the  way  it  should  be. 
Virgin  Atlantic  Airways.  Take  us  for  all  we've  got.  For  information  or  reservations,  call  your  travel  agent  or  Virgin  at  800-862-8621. 


virgin  atlantic 

Virgin  (lies  toLondon  from  JFK,  Newark,  LAX,  Boston,  Miami  and  Orlando.  San  Francisco  service  begins  May  17th,  1994 


!   his  leadin'?"  he  says, 
i  I'm  the  Red  Cross," 
aling  with  business  types  is 
frustrating,  it's  all  negotiatin.  "Now 
shut  up  and  donate." 

So  he  makes  some  teentsy  paper 
cuts  in  his  fingers.  I  says  to  him, 
"We'll  need  more  than  that.  Mebbe 
you  could  manage  a  nosebleed  or 
something." 

So  he  conjured  up  a  nosebleed 
which  we  was  able  to  sprinkle  over 
his  articles  of  clothing. 

It  took  us  some  hours  to  dig  our 
way  out  of  the  front  door  to  the 
cabin,  but  when  we  did  poke  through 
it  was  daylight,  and  clear.  The  tem- 
perature had  gone  all  the  way  up  to 
30  below.  Felt  positively  barmy,  as 
the  English  say. 

Soon  we  heard  the  wop- 
wop-wop  of  the  FBI  chop- 
per circling  overhead.  We 
hopped  out,  and  high-tailed 
it  to  under  some  trees,  then 
on  its  next  pass  started  wav- 
ing  at  it  like  to  say  we 

FOUND  HIM,  FOLLER  US. 

We  trudged  through  the 
snow  with  the  whirlybird 
circlin  round  us  like  a  giant 
vulture,  til  we  was  at  Joker's 
lair.  Reback,  who  disrel- 
ished being  et  by  such  as  a 
giant  ursus  arctos  subspecies 
horribilis  favored  doing  our 
transactions  from  a  safe  distance. 

"What  are  ya?"  I  says.  "Man  or 
poodle?" 

"Poodle,"  he  says  quick  as  a  lick. 

"Yer  ought  to  be  ashamed,"  I  says 
though  my  own  knees  was  knockin 
together  like  a  pair  of  Spanish  cas- 
tanettes.  When  I  was  over  the  hole 
and  feeling  like  Vergil  over  the  cave 
in  the  media  dell  of  his  cammino,  I 
tossed  in  Bobby's  clothes,  follered  by 
a  coupla  emergency  flares,  reckoning 
that  there  is  nothing  annoys  a  slum- 
bering grizz  more  than  to  have  blaz- 
ing hot  phosphorus  tossed  onto  his 
privileged  parts. 

This  done,  I  stood  back.  By  now 
the  FBI  helicopter  had  landed  and 
the  dark  one  and  his  sidekicks,  all 
toting  enough  firepower  to  make 
Eye-rack  a  nuclear  power. 


"He's  in  there,"  we  says  to  these 
ninja  types,  pointing  at  the  hole. 

"Stand  back,"  says  the  dark  one  to 
us  imperiously. 

"Exactly  our  intention,"  I  mutters. 

They  pointed  their  weapons  into 
the  hole  and  the  dark  one  com- 
mences to  peckerflexing  through  his 
megaphone  that  they  are  the  FBI 
and  Bobby  had  better  come  out 
peaceable,  when  suddenly  there  was 
a  rumbling  such  as  we  hadn't  experi- 
enced since  the  avalanche  of '64. 

"I'll  give  you  one  more  chance," 
says  the  dark  one  through  his  mega- 
phone. 

"I  think,"  I  says  to  Reback,  "that 
we  orts  to  make  ourselves  scarce." 
"I'm  with  you,"  he  agrees.  In  the 


next  instance  the  snow  underneath 
these  fed'ral  ninjaboys  rose  like  the 
seafoam  when  Moby  Dick  come 
burstin'  up  through  the  surf  set  on 
using  Ahab's  other  fibula  fer  a  tooth- 
pick. Hard  to  say  whom  was  the 
more  aggrieved,  the  whale  or  the 
ursus;  what  they  shared,  aside  from 
massivity,  was  a  pronouncedly  cho- 
leric disposition. 

The  FBI  folk  was  lifted  on  this 
white  eruption  like  the  Perquod's 
harpooneers.  I  heard  a  few  bursts  of 
automatic  weapon  firing,  but  they 
were  pitiful  in  their  beside-the-point- 
ness,  as  Joe  Bob  Sartre  would  say. 

I  seen  the  dark  one  fly  over  the  top 
of  a  fifty  foot  fir  tree.  The  rest  was 
flang,  somersaulted  and  cart- 
wheeled in  various  points  of  the 
compass  so  as  to  constitute  as  gen- 


uine diaspora.  One  was  embedded 
sideways  in  the  trunk  of  a  old  bal- 
sam. What  parts  of  him  they  could 
pick  out  of  the  tree  would  smell  fra- 
grant. Perhaps  his  airs  and  assigns 
could  make  a  nice  popurry  out  of  the 
remains. 

Once  Joker  had  finished  with  his 
primary  business,  namely  putting  out 
the  fire  in  his  belly,  he  gave  a  shake 
and  growled  real  low,  like,  and  set  off 
to  where  the  helicopter  was  idling. 

"Now  there  is  a  sight  to  tell  yer 
grandchildren  about,"  says  Reback, 
as  we  watched  that  helicopter  flyin'  a 
course  down  the  mountain  that 
could  best  be  described  as  erratic, 
what  with  Joker  hanging  onto  its 
strut  with  his  teeth.  I  don't  think 
they  are  designed  to  have  a 
half-ton  of  irate  bear  sus- 
pended dentally  from  them. 

We  rounded  up  the  con- 
cussed FBI  agents  and 
drug  'em  over  to  the  hole 
and  showed  'em  Bobby's 
bloodied  clothing.  The 
dark  one  mumbled  as  we 
carried  him  down,  that 
they  would  check  the 
clothes  against  Bobby's 
blood  type  and  the  FBI  file 
of  DNA  grizzly  slobber. 
When  we  were  back  down 
in  town  and  they  had  recov- 
ered some  of  their  senses, 
they  demanded  that  we  take  lie 
detector  tests,  until  I  pointed  out 
that  Reback  was  Reback  and  I  was  a 
member  of  the  press,  so  they  gave  up 
on  that. 

Two  days  later  the  FBI  helicopter 
pilot  stumbled  down  outta  the 
Absaroka  badly  in  need  of  Grecian 
Formula  and  speaking  in  gibberish 
with  jerky  head  movements.  Few 
weeks  later  the  helicopter  was  found, 
half-digested. 

Soon's  the  snow  melts  we'll  go  up 
and  pay  a  visit  to  Cooter  Bill.  And 
that's  all  I  know  but  for  the  post- 
card from  Costa  Ricka  had  a  pretty 
woman  on  it  holding  a  martini  shak- 
er. No  signature.  Just  one  word. 

RECYCLED. 

Best, 

Coyote  Jack.  SS 


'I  think,  I  says  to  Reback,  that  we 
orts  to  make  ourselves  scarce. " 
"I'm  with  you,  "he  agrees.  In  the  next 
instance  the  snow  underneath  these 
federal  ninjaboys  rose  like  the  seafoam 
when  Moby  Dick  come  burstin  up 
through  the  surf  set  on  using  Ahabs 
fibula  fer  a  toothpick. 
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Uifty-eight  Solden  SMalts. 


3nly  One  Sleneagles. 


Deep  in  the  heart  of  Scotland,  Cleneagles  presents  its  guests  with  some  very  tough  ehoiees.  Do  you  head  for  the 
istoric  King's  golf  course  first?  Or  the  beautiful  Queen's?  Or  do  you  make  straight  for  the  newly  opened  Monarch's  course, 
'esigned  by  Jack  Nicklaus?  Should  you  sit  back  and  relax  in  our  spa,  or  head  for  the  glens  and  a  day's  riding,  shooting  and  fishing? 

Choosing  from  the  menu  is  no  less  difficult.  Our  game  and  seafood  arc  the  finest  Scotland  has  to  offer. 

Perhaps  you  should  just  head  for  the  bar  and  savour  a  fine  single  malt.  A  single  malt?  Easier 
aid  than  supped;  there  are  fifty  eight  to  choose  from. 

It's  such  variety  that  makes  your  choice  of  resort  so  easy.  Because  in  the  end  there's  only  one  Cleneagles. 
To  make  a  booking  or  for  more  information  and  a  brochure,  phone  (800)  11}  6800  or  call  your  travel  agent.  ooro,Th^jSadwtno,eisonh^Worid' 


The  mystique  of  France. 


The  energy  of  America. 


pierre  cardin 


Pierre  Cardin  menswear  available  at  A&S, 
women's  swimwear  at  Macy's  Northeast. 


More  Sensible  Than  The  Swedes. 

W  ho  said  a  car  has  to  be  Swedish  to  be  safe?  The  1994  Alfa  Romeo  164  LS  is  one  automobile 
thai  proves  safety  doesn't  necessarily  have  to  come  in  a  box.  Underneath  the  164's 
gorgeous  Pininfarina  exterior  you  will  find  front  and  rear  crumple  zones.,  a  driver's  air  bag, 
side-impact  beams  in  each  door,  and  the  latest  Bosch  anti-lock  ABS 
braking  system. 

And  when  you  consider  that  the  164LS  has  free  scheduled  maintenance  for  3  years  or  36,000 
miles* and  more  power  than  the  Saab  9000CDE  Turbo  or  the  Volvo  960,  it  becomes  obvious  that 
the  potent  Alfa  Romeo  164LS  is  as  sensible  as  it  is  beautiful. 


More  Powerful  Than  The  Germans. 

With  210  horsepower,  the  24-valve,  all-aluminum  V6  engine  in  the  164LS  is  even  more  powerful 
than  the  BMW  525i,  the  Mercedes-Benz  C280  and  the  Audi  100  CS. 

The  164  also  has  the  power  to  endure.  With  computer-controlled  Bosch 
Motronic  fuel-injection,  direct-firing  distributorless  ignition,  a  large  oil 
cooler  and  a  stainless  steel  exhaust  system.  Of  course,  power  has  its  price, 
right?  Not  with  the  Alfa  Romeo  164 LS.  it  also  costs  less.** 


More  Beautiful  Than  You  Imagined. 

As  for  beauty,  the  164's  Pininfarina  styling  speaks  for  itself 
And  it's  just  as  beautiful  inside,  with  a  complete  leather 
interior,  remote  security,  sunroof,  heated  front 
seats  and  all  the  other  features  you 
expect  in  a  performance  sedan 
of  this  caliber. 

Test  drive  the  164 LS.  It  has 
the  beauty,  power  and  safety 
you're  looking  for  and  it's  all  in 
one  world-class  automobile. 
For  more  information,  or  your 
nearest  dealer,  call  1-800-245-ALFA 


The  1994  Alfa  Romeo  164LS. 


THE  POWER  TO  EXPRESS  YOURSELF 


oui  deal)  r  for  details.  ** Based  on  1994  manufacturer's  suggested  retail  price  for  the  164LS  and  comparably  equipped 
competitive  makes.  Actual  prices  are  set  by  dealer  and  may  vary.  ©1994  Alfa  Romeo  Distributors  of  North  America. 


Before  I  offer  any  advice  on  matters  of  personal  security,  let  me 
give  you  some  idea  just  how  unpredictable  the  world  can  be. 

In  my  31  years  as  an  agent  for  the  Federal  Bureau  of  Investiga- 
tion—the  last  six  as  head  of  the  New  York  office— I  had  my  hands  in 
literally  thousands  of  cases.  I  saw  embezzlement  and  drug  trafficking, 
product  tampering,  bank  robberies,  serial  killers.  I  had  done  every- 
thing from  turning  KGB  agents  into  The  world,  as  I  said,  can  be  unpre- 
defectors  to  busting  a  man  who  once    dictable.  There's  nothing  you  can  do 


PREMISES 
PROTECTED  BY 


attempted  to  extort  money  from  his 
uncle,  a  Catholic  Archbishop  from 
Illinois.  By  April  of  1992  I  thought 
there  couldn't  be  too  many  surprises 
left,  and  when  my  office  finally  hooked 
John  Gotti  for  racketeering,  putting 
a  big  dent  in  the  Gambino  crime 
family,  I  recall  thinking — That's  my 
career;  I'll  never  work  on  a  bigger  case. 
I  was  a  little  more  than  a  year  away 
from  retirement,  and  dead  wrong. 

Not  long  after  the  Gotti  arrest, 
my  deputy  walked  into  my  office  one 
night  and  said,  "We've  got  an  extor- 
tion case  against  some  guy  named 
Sol  Wachtler."  I  damn  near  fell  out 
of  my  chair.  Wachtler  was  Chief  Jus- 
tice of  the  New  York  State  Court  Of 
Appeals,  a  likely  candidate  for  gover- 
nor, a  man  I  personally  admired,  and, 
it  turned  out,  a  man  who  dealt  with 
sexual  rejection  by  sending  threats 
through  the  mail  and  over  the  phone. 
We  busted  him  after  two  months' 
surveillance,  and  I'll  never  forget  the 
look  on  his  face. 

Fast  on  the  heels  of  the  Wachtler 
affair  came  a  series  of  armored  car 
robberies — including  an  inside  job 
that  netted  $8  million,  all  eventually 
recovered.  Then,  the  hijacking  of  a 
Lufthansa  jumbo  jet  to  the  U.S. 
from  Frankfurt,  a  situation  that  was 
defused  after  eight  tense  hours  of 
negotiations  at  New  York's  JFK  air- 
port. I  had  barely  come  up  for  air 
when,  in  February  1993,  a  group  of 
Moslem  terrorists  exploded  a  bomb 
in  the  parking  garage  of  the  World 
Trade  Center,  killing  six  innocent 
people  and  throwing  the  city  of  New 
York  into  panic.  We  caught  six  of  the 
bombers.  At  least  two  ringleaders, 
however,  got  away.  I  predict  that 
they,  or  others,  will  be  back.  Sooner 
rather  than  later. 


to  guard  against  random  violence  or 
hijackings,  but  let  me  point  to  two 
other  troubling  cases  that  crossed  my 
desk  during  this  chaotic  period.  I 
suggest  FYI  readers  regard  them  seri- 
ously when  thinking  about  their  per- 
sonal safety  in  these  uncertain  times. 

In  the  spring  of  1992,  Sidney  Reso, 
the  57-year-old  president  of  the 
Exxon  international  divi- 
sion, was  kidnapped  from 
the  driveway  of  his  sub- 
urban New  Jersey  home. 
He  was  held  for  $18.5  mil- 
lion ransom,  but  was  I 
found  dead  eight  weeks  later  in  a 


Security 


shallow  grave  20  miles  north  of 
Atlantic  City.  Thirteen  months  later, 
a  68-year-old  menswear  manufactur- 
er in  Queens,  NY.,  named  Harvey 
Weinstein,  was  abducted  and  sealed 
in  a  dank,  dozen-foot-deep  pit  along 
the  Hudson  River  in  Manhattan  for 
12  days  while  his  kidnappers  waited 
for  the  family  to  cough  up  $3  million. 
Weinstein  got  lucky.  I  have  no  doubt 
his  kidnappers  would  have  left  him 
in  that  tomb  to  die.  It  was  only  his 
mental  toughness — he  dreamt  of  a 
martini  and  a  cigarette  when  he  got 
out — that  saved  him. 

It's  difficult  to  say  just  how  many 
executive  kidnappings  occur  world- 
wide each  year,  but  I  assure  you  it's 
more  than  you  ever  hear  about.  Over- 
seas, particularly  in  South  America, 
a  lot  of  ransoms  are  paid;  it's  simply 
the  cost  of  doing  business.  Corpora- 
tions carry  insurance  in  anticipation 
of  abductions,  and  settlements  are 
handled  far  from  the  spotlight.  In 
the  U.S.,  the  FBI  maintains  an  excel- 
lent record  for  capturing  kidnappers 
and  recovering  ransom  money.  But 
that's  no  reason  to  feel  complacent. 
Far  too  many  times  the  victim  ends 
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.  much  consolation, 
difficult  to  assess  is 
who  will  become  a  kidnap 
-:.  It  doesn't  always  work  the 
way  you  might  expect.  Harvey 
Wcinstein,  after  all,  was  something 
of  a  benevolent  father  figure  to  his 
largely  immigrant  employees.  And 
yet  it  was  one  of  those  well-treated 
workers  who  allegedly  engineered 
the  abduction. 

So,  consider  these  two  general 
rules:  if  you  are  wealthy,  or  even  look 
as  if  you  have  money,  you  are  a 
potential  victim.  If  you  are  a  high- 
profile  person,  even  if  you  don't  have 
a  dime,  you  are  a  possible  target. 

That  takes  in  a  lot  of  territory, 
sure,  but  let  me  give  you  an 
example  of  fair  game.  Not  long 
ago  I  asked  the  CEO  of  a  large 
insurance  corporation,  who  is 
also  active  in  Middle  East  and 
European  political  affairs,  what 
sort  of  protection  he  used.  When 
he  answered,  "None,"  I  felt 
obliged  to  impart  the  facts  of  life. 
"There  are  people  out  there  who 
probably  hate  you,"  I  said,  adding 
that,  apart  from  those  who  might 
kidnap  him  for  money,  I  could 
name  at  least  eight  known  politi- 
cal groups  that  might  want  to 
take  a  shot  at  him.  I  soon  saw  to 
it  that  he  had  a  driver  and  a  regis- 
tered sidearm. 

These  two  measures  I  regard  as 
the  bare  minimum — beyond  a  first- 
rate  home  security  system — for  exec- 
utives or  prominent  people  at  high 
risk.  Sidney  Reso  was  driving  to 
work  alone,  as  he  always  did,  the 
morning  he  was  abducted  and  might 
very  well  be  alive  today  had  he  had 
one  or  the  other  resource  to  fall  back 
on.  The  odds  that  he  could  have 
escaped  would  have  greatly  increased 
if  his  kidnappers  had  had  to  struggle 
with  two  men  rather  than  one,  and  a 
firearm  would  have  provided  him 
with  a  persuasive  deterrent. 

There  is,  of  course,  a  wide  range 
of  options  when  it  comes  to  personal 
security,  and  there's  no  doubt  it  can 
get  expensive.  A  personal  bodyguard, 
for  example,  might  cost  anywhere 
horn  5,25  to  $100  an  hour  depending 


on  whether  he/she  is  armed — an  ele- 
gant solution  for  the  executive  who 
can't  personally  abide  firearms — or 
whether  there  are  special  require- 
ments such  as  interstate  or  interna- 
tional travel.  Still,  some  of  the  best 
security  measures  cost  little  or 'noth- 
ing at  all  to  implement.  Here  are  a 
few  of  them  to  keep  in  mind  while 
you're  assessing  a  fuller  protection 
plan.  Any  one,  or  combination, 
might  give  you  an  edge  if  the 
moment  ever  comes. 

On  the  road:  do  not  use  your 
official  title  when  making  reserva- 
tions. That  too  easily  pinpoints  who 
you  are.  If  there  are  two  Bob  Smiths 
in  your  hotel,  let  a  potential  kidnap- 

In  society,  don't flaunt  it. 
Sure,  appearing  low-key 
may  be  difficult  for  the  executive 
who's  earned  the  money  to  enjoy 
all  the  trappings,  but  wouldn't 
you  hate  to  see  your  earnings 
paid  out  in  a  ransom  of 
small,  unmarked  bills? 

per  guess  which  one  he's  after.  Also, 
book  a  room  between  the  second  and 
seventh  floors.  That's  high  enough  to 
limit  a  kidnapper's  access  to  you  but 
still  low  enough  for  fire  equipment  to 
reach  you  if  necessary. 

On  the  street:  vary  your  routine. 
The  more  you  alter  your  route  driv- 
ing to  work,  jogging,  or  any  other 
frequent  activity,  the  more  you 
remain  a  moving  target.  Harvey 
Weinstein's  kidnappers  knew  exactly 
where  and  when  to  find  him:  Wein- 
stein  ate  breakfast  at  the  same  diner 
in  Queens  every  day  for  years. 

In  the  car:  if  you  don't  already  have 
a  cellular  phone,  get  one.  Don't  be 
afraid  to  reach  out  and  touch  911  if 
you  believe  you  are  being  followed.  If 
you  are  certain  you  are  being  tailed, 
don't  confront  the  followers  and 


don't  drive  home.  By  the  way,  it's  also 
a  good  idea  to  establish  a  telephone 
code  word  with  your  office  and  with 
your  family  that  indicates  you  are  in 
trouble  but  unable  to  speak  freely. 

In  society:  don't  flaunt  it.  The  more 
conservative  you  look  the  better. 
That  means  jewelry  and  dress.  Frills 
like  vanity  license  plates,  too,  may  be 
good  for  the  ego,  but  they  also  say: 
come  get  me.  Sure,  appearing  low- 
key  may  be  difficult  for  the  executive 
who's  earned  the  money  to  enjoy  all 
the  trappings,  but  wouldn't  you  hate 
to  see  your  earnings  paid  out  in  a 
ransom  of  small,  unmarked  bills? 

In  the  soup:  if  you  are  abducted, 
your  family's  temptation  to  handle 
negotiations   alone  will  be 
strong.  They  should  be  aware, 
however,  that  there  is  really  no 
choice  but  to  call  in  the  police, 
no  matter  what  the  captors 
threaten.  Apart  from  political 
zealots,  rarely  are  kidnappers 
very  organized,  or  very  smart. 
Mostly  they  are  very  nervous. 
They  know  that  the  captive  has 
heard  their  voices,  or  perhaps 
seen  their  faces.  Once  they  have 
their  money  there's  little  incen- 
tive to  return  him  to  freedom. 
The  key  is  getting  to  the  kidnap- 
pers before  any  pay  off.  That's 
what  the  police  and  FBI  are 
trained  to  do. 
If  all  this  talk  of  kidnapping 
makes  you  feel  a  little  paranoid,  well, 
maybe  that's  not  such  a  bad  thing. 
"Just  because  you're  paranoid,"  the 
old  saying  goes,  "doesn't  mean  some- 
body isn't  out  to  get  you."  I've  always 
believed  that  paranoia  and  prudence 
overlap,  and  it's  better  you  confront 
the  possibilities  now.  You  won't  get  a 
second  chance.  In  31  years  with  the 
FBI,  I  saw  more  than  a  few  families 
spend  heavily  on  personal  security. 
But  most  of  them  did  so  after  a  loved 
one  had  been  abducted.  That  never 
surprised  me.  They  had  learned  the 
hard  way  that  the  world  can  be 
unpredictable.  SS 

James  Fox  recently  retired  after  a 
jj-year  career  in  the  FBI.  He  is  now  an 
executive  in  the  private  sector. 
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The  only  thing  harder  than  moving  around  piles  of  manure  and 
mulch  is  finding  someone  else  to  do  it  for  you.  This  makes  garden- 
ing as  labor-intensive  as  it  is  stressful,  and  it  is  no  wonder  that  some, 
upon  entering  Eden,  decide  to  pave  it  over  with  brick.  The  abstain- 
ers, their  fingernails  free  of  dirt  and  their  weekends  free  of  weeds, 
face  only  one  problem  in  their  refusal  to  go  to  earth.  When  the  con- 


versation turns  green,  they  wilt. 

And  conversation  does  turn  green. 
The  Reagan-era's  killer  trees  have 
been  given  a  Presidential  pardon,  and 
America  has  gone  into  the  garden 
with  Gore,  where  cocktail  party 
chatter  ambles  from  dianthus  to 
diatomaceous  earth.  To  survive 
socially  you  must  either  tend  a  gar- 
den or  pretend  that  you  have  by  learn- 
ing a  few,  simple  things. 

When  lowering  yourself  onto  a 
silvery,  garden  seat,  pause  just  before 
your  buttocks  hit  the  bench  and 
inquire  critically,  "It  is  made  from 
plantation  teak,  isn't  it?  This  has  not 
destroyed  a  forest?" 

When  asked  to  admire  a  carefully 
contrived  wildflower  garden,  imme- 
diately demand  to  know  whether  the 
plants  were  nursery-grown  or  ripped 
from  their  native  habitat. 

Remember  that  ladybugs  are  good 
and  cucumber  beetles  are  bad,  and  that 
where  once  it  was  socially  unaccept- 
able to  have  bats  in  your  belfry,  now  it 
is  mandatory.  Garden  catalogues 
offer  special  houses  for  these  under- 
appreciated creatures  which  keep 
mosquitoes  at  bay. 

Having  tucked  these  basics  into 
your  gardening  glove,  you  are  ready 
to  learn  to  talk  green. 

Latin  Lovers 

Gardening,  like  every  other  avoca- 
tion, has  its  heroes  and  its  history. 

"I  was  re-reading  the  Georgics," 
you  might  say,  when  the  conversation 
turns  to  growing  things,  "How  sound 
Virgil  was  on  the  subject  of  soil." 

"Yet  sprinkle  sordid  ashes  all  around,/ 
And  load  with  fattening  dung  thy  fal- 
low ground/  Thus  change  of  seeds  for 
meagre  soils  is  best;/And  earth  manured, 
not  idle,  though  at  rest. " 

If  it's  real  upmanship  that  you 
want,  render  this  in  the  original  Latin, 


a  pre-emptive  blast  that  will  neutralize 
everyone  within  earshot. 

Gardeners  love  Latin.  They  also 
love  complaining  about  the  soil, 
which  is  either  too  sandy,  and  there- 
fore dry,  too  full  of  clay  and  therefore 
wet,  too  acid  which  means  you  can't 
plant  lilacs,  or  not  acid  enough  to 
sustain  the  beloved  azaleas.  Even  the 
shortest  conversation  with  a  gardener 
will  provide  an  opening  for  a  rendi- 


Mother  Earth 


tion  of  a  Latin  verse  about  the  soil. 

If  you  have  trouble  committing 
that  much  Virgil  to  memory,  you  can 
still  impress  with  a  single  phrase — the 
genius  loci.  This  "genius  of  the  place" 
is  the  god  who  presides  over  each  lit- 
tle bit  of  land,  and  a  mention  makes 
gardeners  quite  mystical,  setting 
them  off  on  a  search  for  the  messages 
which  have  been  writ  in  tree  and  fern. 
The  nice  thing  about  this  phrase  is 
that  it  doesn't  mean  anything,  but  the 
gardener  will  think  it  does,  happily 
accepting  it  as  a  compliment  on  the 
spiritual  connection  which  has  been 
made  between  plot  and  place. 

If  you  do  not  choose  to  shoot  it  out 
in  Latin,  you  can  choose  English  as 
your  weapon.  This  is  particularly 
effective  against  the  effusive  lady  who 
uses  one  hand  to  shovel  in  shrimp  and 
the  other  to  sketch  her  garden  in  the 
air.  As  she  gesticulates  and  rhap- 
sodizes over  the  brilliant  blue  of  her 
Platycodon  grandiflorus,  the  softer 
tones  of  Polemonium,  and  the  spidery 
rays  of  Catananche,  step  in  rudely  and 
announce  that  you  prefer  the  romance 
of  the  old  English  names. 

"I  agree  with  William  Robinson," 
you  might  say,  dropping  the  name  of 
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tury  garden  hero,  "that 
>iv<  in  to  the  pretensions  of  Latin 
is  to  deny  our  native  tongue."  Gazing 
over  her  head,  begin  a  floral  litany — 
balloon  flower,  Jacob's  ladder,  Cupid's 
dart,  love-in-a-mist,  bleeding  heart, 
blue-eyed  grass,  Dutchman's-breech- 
es,  all  of  which  are  actual  names  for 
common  flowers.  If  you're  really  feel- 
ing frisky,  there  is  nothing  to  stop  you 
from  making  up  your  own:  cottontail, 
fairies'  feet,  dog-by-the-fire,  hop- 
and-flop. 

If  the  lady  dares  to  challenge  you, 
say  that  those  were  the 
accepted  names  in  the  part 
of  the  country  where  you 
grew  up,  or  where,  each  year, 
your  family  summered. 

Bedtime  Stories 
You  may  also  impress  the 
gardener  with  your  knowl- 
edge of  gardening  history. 
This  is  quite  simple  to 
master,  since  it  is  exactly 
like  the  history  of  sexual 
mores.  One  generation  lets 
loose  the  stays  and  indulges 
in  blowsiness  in  the  beds. 
The  next  tightens  up  the 
corset  and  forces  every- 
thing back  into  line. 

This  constant  swing 
between  the  formal  and  the 
free  means  that  you  need 
know  only  a  few  names  to 
impress  the  gardener. 
When  led  through  the 
paths  and  parterres  of  a 
formal  garden,  say,  "How 
Le  Notre  endures,"  this  being  the 
name  of  the  17th-century  French 
landscape  architect  who  created  Ver- 
sailles. You  may  then  add,  "You  do 
know  that  he  hated  flowers?" 

When  the  vista  is  dominated  by 
trees  and  grass,  the  name  to  drop  is 
Capability  Brown,  an  18th-century 
landscaper  who  took  the  garden  back 
to  nature.  In  his  hurry  to  restore  the 
world  to  wilderness,  Brown  raced 
about  transplanting  entire  groves  of 
trees  and  inserting  lakes  and  streams 
where  none  had  been  before.  His  fol- 
lowers went  a  step  further.  Giving  in 
to  a  loony  romanticism,  they  built 


ready-made  ruins,  erected  her- 
mitages and  vainly  sought  to  employ 
hermits  to  live  in  them. 

Naturally,  the  gardeners  of  the 
19th  century  felt  compelled  to 
reassert  control  with  a  practice 
known  as  "bedding  out."  Not  sexual 
laxity — these  were  Victorians, 
remember — but  a  way  of  ensuring 
that  when  you  wanted  a  pink  petu- 
nia, you  got  a  pink  petunia,  instead  of 
mauve  and  white.  Gardeners  took 
the  gamble  out  of  gardening  by 
growing    their    plants    out  of 


If  you  re  really feelingfrisky,  there  is  nothing  to  stop  you 
from  making  up  your  own  names:  cottontail,  fairies  feet, 
dog-  by-the-fire,  hop-and-flop. 


sight.  When  the  flowers  burst  into 
bloom,  they  were  trotted  over  to  the 
garden  and  put  where  they  belonged. 
Bedding  out  gave  the  gardener  a 
chance  to  arrange  low-growing 
annuals  in  such  a  way  that  the 
observer  might  mistake  them  for 
Persian  carpets,  American  flags  or 
fallen  neon  signs. 

This  style  of  gardening  is  still 
practiced  by  some  corporations, 
which  think  to  enhance  their  subur- 
ban setting  by  scrolling  their  name  in 
petunias.  To  talk  green  with  authori- 
ty, you  must  instantly  heap  scorn  on 
any  example  of  bedding  out. 


The  Pilgrims'  Progress 
You  must  also  know  the  points  of 
pilgrimage,  and  the  first  of  these  is 
the  Chelsea  Flower  Show.  There  are 
two  kinds  of  gardeners,  those  who 
have  made  the  trip  to  London  in 
May,  and  those  who  long  to  go. 
Having  sipped  the  nectar  at  Chelsea, 
the  pilgrim  will  then  follow  the  holy 
road  to  Kent  to  view  the  gardens  at 
Sissinghurst,  which  were  created  by 
Vita  Sackville-West  and  her  hus- 
band, Harold  Nicolson.  Sackville- 
West  is  the  one  to  praise — or 
blame — for  the  current 
craze  among  gardeners  for  a 
"white  garden."  The  one 
she  planted  at  Sissinghurst 
burst  bright  upon  the  eye  at 
twilight  and  set  off  an 
explosion  of  imitators. 

No  matter  how  small  the 
plot,  today's  gardener  may 
point  to  one  pearly  place 
and  inform  you  that  you  are 
now  in  the  "white  garden." 

"So  like  the  one  at  Siss- 
inghurst," you  say,  if  you 
want  to  be  kind.  Or, 
"Where?"  if  you  don't. 

The  up^to-date  gardener 
will  also  have  a  cottage  gar- 
den, a  plot  where  old-fash- 
ioned flowers  like  holly- 
hocks, foxglove,  pinks,  and 
the  sweetly  scented  old 
roses  sprawl  all  over  each 
other  in  a  happy  riot  of 
color.  Standing  in  the  mid- 
dle of  the  overplanted  plot, 
mention  the  name  of 
Gertrude  Jekyll,  a  turn-of-the-cen- 
tury  painter,  writer  and  gardener  who 
took  up  the  cause  of  championing 
old  roses,  as  well  as  those  other 
neglected  plants  beloved  of  the  cot- 
tage gardener.  You  may  show  your 
knowledge  of  the  way  the  cottage 
garden  was  rescued  from  oblivion  by 
saying  that  the  display  reminds  you 
of  the  words  of  Gertrude  Jekyll, 
"June  is  here — June  is  here;  thank 
God  for  lovely  June!" 

If  your  bona  fide  gardener 
attempts  to  outflank  you  by  pointing 
out  that  it  is  August,  huff  up  and  say, 
"Yes,  of  course,  but  I  was  quoting!' 
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Ascot  Chang 
Is  One  Of  The 
Best  In  The  World... 


Fabrics: 

2,500  selections.  From  2x2  100's 
Egyptian  to  2x2  200's  Swiss  poplin. 

Stitching: 

Special  needles  create  an  almost 
invisible  22  stitches  per  inch. 
Other  makers  are  satisfied  with  16. 

Seams: 

All  single  needle  French  seams  for 
a  neater  classic  look. 

Buttons 

Only  mother  of  pearl.  Hand  picked 
and  matched.  Wok  shaped  bottoms 
for  easy  access. 

Collar  Styles: 

Unlimited.  Every  collar  is  designed 
and  built  to  the  client  specific  need. 

Cuff  Options: 

15,  to  begin  with. 

Measurements: 

Just  the  collar  alone  takes  7. 
There  are  31  in  all. 

Body  Reading: 

The  most  critical  aspect  of  custom 
shirt  making.  An  art. 

Trained  Fitters: 

On  premise-minimum  20  years 
experience  in  every  store. 

Referrals: 

10%  of  our  new  business  comes 
from  laundry  recommendations. 

Guarantee: 

The  same  for  50  years.  Satisfaction. 

Pricing: 

$80.  to  $400. 

Perhaps  The  Best? 

ASCoT  CHAflG 

A  Gentleman's  Shirtmaker 

7  WEST  57TH  STREET 
IRK,  NEW  YORK.  10019  212-759-3333 
9551-9553  WILSHIRE  BLVD. 
3EYE1  A  HILLS,  CA.  90211  310-550-1339 


You  need  know  only  a  few  names  to  impress  the  gardener.  When  led  through 
the  paths  and  parterres  of a  formal  garden,  say,  "How  Le  Notre  endures. " 


Boning  Up 

Gardeners  may  also  dismay  you  by 
moaning  about  their  "lack  of  bones." 
Do  not  expect  to  turn  and  find  that 
your  guide  has  slipped  down  into  a 
gelatinous  heap  on  the  ground.  The 
gardener  is  speaking  of  the  perma- 
nent fixtures  which  give  shape  to  a 
garden.  Whether  trees,  shrubs  or 
walls,  they  are  the  shapes  a  gardener 
uses  as  a  backdrop  for  flowers;  the 
lack  ot  them  can  cause  despair.  To 
show  sympathy  and  a  knowledge  of 
the  sport  of  gardening,  console  the 
boneless  gardener  with  the  reminder 
that  when  Vita  Sackville-West  began 
her  garden  at  Sissinghurst,  the 
grounds  were  covered  with  rubble. 

You  could  substitute  the  name  of 
any  famous  garden  in  this  statement, 
for  all  gardeners'  stories  begin,  "When 
we  moved  here  the  land  was  covered 
with  bedsprings  and  burdock." 

As  you  come  to  feel  more 
confident  in  the  garden,  you  may, 
finally,  attempt  a  joke.  Gardeners  like 


a  good  laugh  and,  given  their  hobby, 
it  is  not  amazing  that  they  frequently 
dish  the  dirt.  When  faced  with  a 
perennial  border,  smirk  and  confide 
that  "Mrs.  Sinkins  is  very  good  in 
bed  with  the  Prime  Minister."  You 
will  convince  your  guide  that  you're 
no  prude;  also  that  you  know  your 
pinks  and  phlox. 

You  may  also  refer  to  microcli- 
mates, patches  in  the  garden  which 
are  hotter  or  colder  than  the  rest,  to 
"rogues,"  and  to  "sports,"  the  former  a 
plant  which  is  not  up  to  snuff,  the  lat- 
ter a  genetic  mutation  which  is  a  good 
thing  or  a  bad  depending  on  how  you 
feel  about  a  black-eyed  Susan  having 
green  eyes.  Or  you  can  ignore  all  of 
this  and  convince  your  guide  that  you 
are  a  person  of  superior  taste  and  vast 
horticultural  knowledge  with  a  sin- 
gle, simple  sentence:  "You  have  made 
an  Eden  here  on  earth."  3 

Susan  Dooley  free-lance  writ- 
er living  on  the  coast  of  Maine. 


'These  days  travelers  ask  for  the  world. 
Now  they  can  have  The  Best  of  Both  Worlds" 

Recent  exchange  rate  adjustments  make  Britain  even  better  value. 

For  over  a  hundred  years,  The  Savoy  Group  has  provided  a 
home  from  home  for  its  American  guests,  offering  them  the 
highest  standards  of  comfort,  cuisine  and  service.  Now,  at  a  time 
when  many  travelers  are  looking  for  that  little  bit  extra  before 
they  book,  The  Savoy  Group  is  proud  to  reaffirm  its 
commitment  to  its  American  friends  with  a  very  special  program, 
"The  Best  of  Both  Worlds".  You  may  book  any  seven  nights 
(within  a  fourteen  day  period)  at  a  variety  of  The  Group's 
legendary  hotels:  The  Berkeley,  Claridge's,  The  Savoy,  The  Lygon 
Arms  in  the  Cotswolds  and  The  Lancaster  in  Paris.  The  "Best  of  Both  Worlds" 
program  includes: 

•  Accommodation  for  7  nights  including  Continental  breakfast. 

•  Complimentary  chauffeur-driven  transfers  between  London 
and  Heathrow  or  Gatwick;  in  Paris  between  The  Lancaster  and 
Charles  de  Gaulle  or  Orly. 

•  Voucher  booklet  offering  added  value  at  Savoy  Group 
restaurants,  and  privileged  prices  at  well  known  stores  and  for 
additional  limousine  hire. 

•  Complimentary  round  of  golf  at  the  famous  Wentworth  Club. 

•  $2400  per  couple  for  7  nights  ($2750  in  high  season). 
The  program  is  valid  until  28th  February  1995  and  all  rates  are 
guaranteed.  For  reservations,  telephone  Toll  Free  (800)  63  SAVOY, 
or  'TbtfqeadwgHotelsofthffWorld  Toll  Free  (800)  223  6800, 
New  York  (212)  838  31 10,  facsimile  (212)  758  7367. 
We  hope  you  will  agree,  that  with  "The  Best  of  Both  Worlds", 
there  has  never  been  a  better  time  to  visit  England  and  Paris. 

Yours  sincerely,     /)  H 

G  R  C  Shepard, 
Managing  Director. 


The  Savoy  Group  of  Hotels  and  Restaurants 

THE   BERKELEY    .    CLARIDGE'S   .   THE   SAVOY       THE   LYGON   ARMS       THE   LANCASTER  (PARIS) 


 ;   X   

Crafted    by    hand     Untouched    by  compromise 


i  hand  from  the  world's  finest  fabrics  Made  in  the  United  States  For  store  locations,  call  f-800-55f-5500,  ext.  104  ©1994  Oxxford  Clothes,  lnc 


Greetings  again  from  Gizmo,  DOCTOR  Gizmo,  if  you 
please,  scholar  in  residence  of  advanced  gizmatics  and  post-doctor- 
al gadgetology. 

Public  speaking;  who  can  stand  it?  And  yet  sagesse  oblige... Even 

kith  my  five-figure  speaking  fee,  I  am  inundated  with  requests.  Did 

you  catch  my  NAFTA  address  to  the  Society  of  Plastic  Extruders 

on  C-SPAN  XII?  A  masterpiece  of  organized,  but  what  if  one's  tie  is 

the  genre.  wrinkled?  Which  is  why  Gizmo  uses 

The  secret  to  successful  public  the  portable  necktie  press  from 

speaking  is  organization.  How  many  Corby.  (Not  Gorby,  Corby.)  The 

times  have  you  fallen  victim  to  a  press  slips  right  into  your  suitcase  or 

wool-gathering  windbag,   who  attache,  and  flattens  out  your  favorite 

repeats  the  phrase  "in  conclusion"  power  ties  in  just  a  few  minutes, 

half  a  dozen  times  before  finally  Should  those  horrible  eight-lane  wide 

shutting  up?  Sir  Giz  doesn't  have  this  Carnaby  Street  ties  come  back  into 


problem,  because  he  uses  the  Pace- 
setter, the  handiest  doodad  to  come 
to  the  aid  of  the  speechmaker  since 
God  invented  ice  water. 

It's  quite  simple.  Before  your 
speech,  you  enter  the  intended 
length  of  your  introduction,  the  body 
of  your  remarks,  and  your  conclu- 
sion. The  cigarette-pack-sized  Pace- 
setter times  each  segment  of  your 
speech  separately,  and  alerts  you 
when  each  part  is  over. 

Gizmo,  for  instance,  always 
allows  one  minute  for  casual  asides 
and  introductory  witticisms,  e.g. 
'Why  did  Werner  Heisenberg  cross 
the  road?  To  see  from  the  other 
side."  When  that  minute  expires,  the 
Pacesetter  will  either  flash  a  light, 
Deep  softly,  or  vibrate  sensuously 
against  your  belt  buckle.  Jaaaa... 
Then  it  begins  timing  the  main  body 
if  your  text,  and  then  the  conclusion. 
\t  each  interval  it  tips  you  off  when 
/our  allotted  time  is  over. 

If  Bill  Clinton  had  had  one  of 
:hese  at  the  1988  Democratic 
National  Convention,  he  might  be 
serving  his  second  term  by  now. 
What  a  harrowing  thought. 

The  Pacesetter  electronic  speech 
ind  meeting  manager  is  available 
or  $95  from  Interactive  Solutions, 
(.04-343-8249.  gizmo  rating:  an 
:xquisitely  rare  4  out  of  4.  It  slips 
nto  your  breast  pocket,  it's  easy  to 
lse  and  it's  made  in  America.  What 
nore  could  one  ask? 

Of  course  it's  all  very  well  to  be 


Dr.  Gizmo 


fashion,  you  might  be  out  of  luck. 
But  right  now  there's  no  danger  of 
that,  it  seems 
safe  to  say. 

The  Corby 
necktie  press, 
$69.95.  Avail- 
able from 

Sporty 's  Preferred  Living  Catalog, 
800-543-8633  (item  #17801,).  gizmo 
rating:  3  of  4.  Well,  you  have  to 
admit,  it's  a  bit  of  a  luxury. 

Does  this  ever  happen  to  you? 
You  stride  into  a  party,  and  suddenly 
realize  that  everyone  is  talking  about 
YOU?  Probably  not.  But  for  Gizmo, 
it  is  always  the  case.  What  I  wouldn't 
give  to  eavesdrop  on  my  jealous 
rivals,  plotting  against  me  across  the 
room.  My  prayers  have  been 
answered:  meet  Action  Ear  Sport, 
the  $150  bionic  ear. 

No,  eavesdropping  is  not  its  stated 
purpose.  Action  Ear,  which  mag- 
nifies sounds  in  two  ranges,  up  to  70 
and  95  decibels,  was  designed  for 
sportsmen  in  the  wild,  who  want  to 
hear  the  grouse  ruffing,  or  the  ruffs 
grousing,  or  whatever  happens  out 
there  in  the  world  beyond  my  chalk- 
board. The  Ear  not  only  amplifies 
faraway  sounds,  it  automatically 
muffles  loud  noises  nearby,  so  you 
don't  blow  out  your  eardrums  should 
you  fire  off  a  shotgun  in  the  vicinity 
of  the  Brobdingnagian  hearing  aid. 

The  device  also  has  an  input  jack, 
which  allows  "shooters  [to]  listen  to 
soothing  music,  and  obtain  greater 


If  it  doesn't  have 
those  hard-to-push 
'membrane"  keypads 
or  wasn't  made  by 

a  factory  that 
used  to  assemble 
guidance  systems 
for  the  MX  missile, 
it  just  isn't  a  gizmo 


FY  I 
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manufacturer  explains. 
Thus  one  can  blast  away  at  the 
wildlife  while  savoring  the  dulcet 
arpeggios  of  Schubert's  delightful 
Oratorio  For  Dead  Grouse. 

Jal  Das  ist  die  life! 

gizmo  rating:  2.5  out  of  4.  In 
Gizmo's  rigorous  field  trials,  this 


This  high-precision  mechanical 
"clock  not  only  keeps  perfect  time,  it 
also  houses  a  27-volt  heating  element 
that  allows  the  clock  to  operate  in 
temperatures  down  to  minus  60 
degrees  Centigrade,  for  those  occa- 
sional night  missions  over  the  Kam- 
chatka peninsula.  Like  most  aircraft 


The  Portabolt  The  Action  Ear 

Nobel  electors  take  note;  Herr  Doktor  remains  hard  at  work 
on  a  Unified  Gizmo  Theory  that  will  link  all  of  these  objects 


sounded  like  $150  conch  shell  ear- 
muffs.  But  you  be  the  judge:  Mr. 
Kevin  Edgar  at  Silver  Creek  Indus- 
tries (800-533-3277)  will  give  you  the 
low-down.  Remember,  speak  up! 

They  say  Gizmo  is  mad  for  clocks. 
Some  say  I  am  simply  mad,  but  I  do 
enjoy  an  original  timepiece.  And  here 
is  one:  the  cockpit  clock  from  the 
MiG-29,  tne  Soviet  Union's  tactical 
fighter  that  once  struck  fear  into  the 
hearts  of  Pentagon  planners,  back 
when  there  was  a  Soviet  Union.  Back 
when  there  were  Pentagon  planners. 


clocks,  it  also  includes  a  separate 
chronometer  to  measure  flight  time 
(or  baking  time,  whatever...)  and  a 
handy  stopwatch,  for  setting  the 
time-release  fuses  when  Top  Gun 
pops  on  the  inboard  radar  screen, 
bristling  with  Sidewinder  missiles 
and  an  attitude  that  cannot  be  truth- 
fully described  as  peaceable. 

Yes,  it  will  fit  in  your  plane,  but  it 
will  sit  just  as  handsomely  on  your 
desk.  For  those  of  you  not  patrolling 
Free  World  air  space,  the  MiG-29 
clock  comes  mounted  in  lucite,  and 


operates  quite  smoothly  at  room 
temperatures.  Half-oddity,  \\2tf-0bjet 
d'histoire,  the  timepiece  costs  $249, 
from  Deutsche  Optic  catalog,  800- 
225-9407. 

The  clock  comes  with  a  note  from 
the  MiG  factory,  which  Gizmo  easily 
deciphers,  because  Russian  is  one  of 
the  dozens  of  languages 
with  which  I  can  claim 
intimate  familiarity.  The 
message  says:  "$249  for 
these  clunkers?  Privati- 
zatisya  is  OK  with  this 
Ivan!!"  gizmo  rating:  3 
of  4.  What  can  I  say? 
I'm  a  fool  of  time. . . 

And  how  does 
Gizmo  protect  his  exotic 
clock  collection?  Very 
simply,  with  a  small 
security  geegaw  called 
the  Portabolt.  This 
thingamajig  weighs  just 
a  few  ounces,  looks  like 
a  cork  remover,  and  per- 
forms the  same  function 
as  a  deadbolt  lock.  It 
will  work  perfectly  on 
any  inward-opening 
hotel  room  door,  to 
ensure  privacy  when 
engaged  in  the  intimate 
ritual  of  tie-pressing,  for 
instance. 

The  Portabolt  installs 
in  about  15  seconds  and 
can  be  released  just  as 
quickly,  if  you  want  to 
share  the  tie-pressing 
ritual  with  a  colleague, 
or  admit  that  special 
friend  to  ogle  your 
chronometer  collection. 

Just  $20  from  the  Brookstone 
Hard-To-Find  Tools  catalog,  800- 
926-7000  (Item  #177121).  gizmo  rat- 
ing: 4  of  4.  Cheaper  than  a  handgun, 
and  probably  more  effective. 

Remember,  friends:  if  it  doesn't 
have  those  hard-to-push  "mem- 
brane" keypads,  if  the  instructions 
don't  use  "program"  as  a  synonym  for 
"set,"  and  if  it  wasn't  made  by  a  facto- 
ry  that  used  to  assemble  guidance 
systems  for  the  MX  missile,  then  it 
just  isn't  a  gizmo!  Auf  wiedersehen.  IS 


FY  I 


Tie  Snore  Control  guarantee:  a  good 
night's  sleep  or  your  money  back. 


"There  ain  7  no  way  to  find  out  why  a  snorer  can 't  hear 
self  snore. "  —  Tom  Sawyer  Abroad,  Samuel  Clemens 

From  Mark  Twain  to  David  Letterman,  humorists  have  found 
ic  material  in  the  plight  of  the  snorer.  But  for  the  men  and  women 

suffer  from  snoring  —  and  their  spouses  who  suffer  literally 
gside  them  —  the  malady  is  no  laughing  matter. 

at  makes  people  snore? 

The  soft,  flexible  tissues  of  the  throat  are  ideally  designed  to  let 
it,  breath,  speak,  and  cough.  But  lie  down,  and  those  same  tissues 
:ollapse,  be  drawn  into  the  throat,  and  vibrate  as  we  breathe  in. 
ce  the  sound  of  snoring. 

And  what  a  sound!  Tests  have  shown  that  some  people  produce 
e  as  loud  as  a  jackhammer  or  a  jet  aircraft  on  take-off.  Spouses 
!  been  known  to  sleep  in  separate  bedrooms  just  to  escape  the 
aught. 

nk  of  snoring  as  a  sound  of  warning. 

Obstruction  of  air  passages  caused  by  snoring  can  be  harmful  to 
•  health,  as  the  brain,  body  tissues,  and  lungs  are  denied  oxygen's 
giving  properties.  In  severe  cases  of  sleep  apnea,  the  lungs  can  be 
red  of  oxygen  500  times  a  night  —  for  as  long  as  30  seconds  at  a 

Even  less  severe  types  of  snoring  have  recently  been  shown  to 
jpt  relaxation,  dreams,  and  the  microstructure  of  sleep.  When 
ilarm  rings,  the  snorer  may  not  feel  rested  —  regardless  of  how 
y  hours  he  slept.  Fatigue,  irritability,  and  drowsiness  may  follow 
ughout  the  day  —  for  both  the  snorer  and  his  spouse. 

>re  Control:  a  modern  alternative 
l  kick  in  the  shins. 

Now  that  medical  science  has  begun  to  realize  the  dangers  of 
ing,  continued  research  into  the  malady  has  resulted  in  some  cre- 
■  solutions,  including  our  exclusive  Sharper  Image  Snore  Control, 
is  the  first  snore  interruption  device  designed  to  "hear"  the  sound 
;rns  of  snoring. 

You  wear  Snore  Control  to  bed  on  your  wrist,  and  whenever  snor- 
s  detected,  you  feel  a  pulsing  vibration  on  the  surface  of  your  skin, 
momentary  disturbance  interrupts  snoring  and  prompts  you  to 
to  a  new  position  in  which  snoring  does  not  occur.  Unlike  a  swift 
from  your  spouse,  the  pulses  are  designed  to  be  felt  unconscious- 
Dt  to  waken  your  conscious  mind. 


"The  Snore  Control  system  has  solved 
an  aggravating  situation  for  my  newlywed 
husband  and  me.  His  snoring  was  enough 
to  continually  wake  me  during  the  night. 
I  was.. .irritable  and  tired.  Leave  it  to  The 
Sharper  Image  to  find  the  answer  in  a 
product  that  is  affordable  and  simple  to 
use.  It  worked  for  us  immediately!  It  has 
greatly  improved  the  quality  of  my  life  and 
our  marriage.  I  no  longer  have  to  look  for- 
ward to  my  husband's  business  trips  to  get 
the  rest  I  need.  He  has  noticed  a  difference 
in  his  concentration  as  well. " 

—  J.W.,  Marshfield  Hills,  MA 


Fits  your  wrist  snugl 
aVelcro"  adjustable  strap. 


ring  isn't  healthy  —  for  you  or 
ir  spouse. 


Snore  Control  can  bring  you  both 
restful  sleep. 


Each  time  snoring  begins,  the  signal  interrupts  you  —  so  pro- 
longed and  heavy  snoring  does  not  develop.  You  proceed  to  the  deep- 
er, more  restorative  stages  of  sleep  your  body  needs  to  feel  refreshed 
and  mentally  alert  during  the  day.  Your  spouse  gets  a  better  night's 
sleep  too! 

The  science  of  a  good  night's  sleep. 

Lab  tested  at  a  major  university  sleep  research  center,  our 
advanced  Snore  Control  can  be  easily  adjusted  for  loudness  and  to 
your  sleeping  position.  Adjusts  to  every  wrist  with  comfortable  elastic 
Velcro"  strap.  Requires  4  AAA  alkaline  batteries.  Measures  3L  x  2W  x 
'AD";  weighs  just  8  oz.  One-year  warranty.  Comes  with  So>ne  Facts 
About  Snoring,  a  pamphlet  by  Stanford  University  sleep  researcher 
Riccardo  A.  Stoohs,  MD. 

Order  with  confidence.  Plus  free  Federal  Express! 

We  guarantee  you'll  be  delighted,  or  return  Snore  Control  within 
60  days  for  a  prompt,  courteous  refund.  Use  the  order  form  below  or 
call  us  directly,  pay  the  standard  shipping  (in  parentheses)  and  we'll 
speed  your  Snore  Control  to  you  via  Federal  Express  Second  Day  Air 
for  no  extra  charge! 

Try  our  exclusive  Snore  Control  for  yourself,  or  order  it  for  your 
sleeping  partner.  Discover  the  restful  nights,  marital  harmony,  and 
increased  productivity  snoring  cessation  can  bring. 

THE  SH  ARHRJM  AG|®_ 

✓  YES,  please  send  me  my  Snore  Control! 

To  order  by  credit  4   n  ^  a         a  a     A  A  A  A   Please  mention 
card,  call  or  fax      J,  £>$j}fi  -  344  "  4444  KeycoJe#8489 
toll-free:  when  ordering. 


Snore  Control  #SH400 


$5995 


(5.00)  Freelggl! 


Method  of  Payment: 


Acct.#    |  |  |  L 


J  Check/M.O.      □  AMEX         □  VISA 
J  MasterCard       J  Diner's         □  Discover 

J  I  I  I  I  I  1  I  I  I  I  L 


Name  of  Bank  on  Card . 
Signature  


Exp . 


Mail  to:  The  Sharper  Image,  650  Davis  St.,  San  Francisco,  CA  941 1 1 

Name  


Address  

City  State 

Please  (uld  the  appropriate  sales  tax. 


Zip 


"I  notice  things,"  says  novelist  and  travel  writer  Paul  Theroux, 
"I  notice  everything." 

And  so  we  couldn't  help  but  wonder  if  our  table  manners  were  up 
to  snuff  as  we  sat  down  to  lunch  with  the  author  in  New  York  recent- 
ly. After  all,  in  The  Happy  Isles  Of  Oceania,  Theroux 's  last,  best- sell- 
ing travel  tome,  he'd  fairly  well  eviscerated  Dame  Cath  Tizard,  the 
governor-general  of  New  Zealand,     Rather  than  spend  pages  on  breath- 


for  picking  her  teeth  with  her  finger 
during  a  dinner  in  Fiji.  He'd  also 
taken  out  Samoans  for  being  fat; 
Australians  for  being  drunks;  Ton- 
gans  for  being  lazy;  Solomon  Island- 
ers for  defecating  on  their  beaches; 
and  various  and  sundry  missionaries 
for  Bible-thumping  the  heart  and 
spirit  out  of  the  South  Pacific. 

That  unrelenting  observedness  has 
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On  the  road 
(and  through  the 
waves,  and  down 
the  tracks,  and 
across  the  jungles) 
with  Paul  Theroux 


By  Neal  Santelmann 


made  Theroux  just  about  the  finest 
travel  writer  around.  It's  also  earned 
him  a  reputation  for  being  a  bit  of  a 
grump.  "That  sort  of  annoys  me 
because  I  think  of  myself  as  a  very 
cheery  individual,"  he  says  defensively. 
"You  have  to  be  if  you  travel.  You  can't 
be  grumpy.  I  just  think  people  are  very 
uncomfortable  with  irony,  and  if  you 
ironize  too  much  they  think  that 
you're  really  down  on  people." 

At  52,  Theroux  has  been  trotting 
through  the  bright  and  dark  corners 
of  the  globe  for  over  three  decades 
now,  cranking  out  a  book  a  year 
along  the  way.  He's  done  a  stint  in 
the  Peace  Corps  in  Nyasaland  (now 
Malawi)  in  southeastern  Africa, 
sailed  through  China,  shuttled  about 
Britain,  railroaded  across  Asia  and 
down  the  Americas,  and,  of  course, 
island-hopped  his  collapsible  kayak 
through  the  South  Pacific.  "It's  a  very 
good  life,  yes  it  is,"  he  says  rumina- 
tively,  adding,  "If  you're  writing 
about  it,  there's  no  such  thing  as  a 
bad  trip." 

It's  his  examination  of  humanity 
that  sets  Theroux 's  work  apart  from 
the  bulk  of  today's  travel  literature. 
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taking  descriptions  of  landscapes  and 
accommodations,  he  fills  them 
instead  with  the  voices  he  meets  on 
the  road.  From  the  lowliest  drunk  to 
the  soberest  government  official,  the 
orneriest  child  to  the  silliest  adult, 
Theroux  seems  to  give  everyone  their 
say — as  well  as  their  moment  under 
his  lens.  "Travel  writing  has  to  be 
about  people,  because  the  sights 
we've  already  seen,"  he  says.  "I  talk  to 
everybody,  everybody.  That's  the 
nature  of  it:  it's  like  I'm  interviewing 
a  whole  country." 

But  while  Theroux  has  little  love 
for  what  he  calls  "cookie  box"  travel 
books,  he  doesn't  make  any  grand 
claims  for  the  good  stuff,  either. 
"Unless  you're  an  anthropologist, 
going  to  a  specific  place  for  a 
specific  thing,  travel  writing  is  very 
suspect — there's  just  something 
wrong  with  it,"  he  explains.  "It's  a 
writer  with  nothing  to  say  looking 
for  a  subject."  Only  fiction,  he 
believes,  with  all  its  emotive  poten- 
tial, can  truly  reveal  the  soul  and 
spirit  of  a  place;  anything  else  is  too 
hit-and-miss. 

Be  that  as  it  may,  Theroux  has 
read  his  share.  He's  just  written  an 
introduction  for  a  new  edition  of  his 
favorite,  The  Worst  Journey  In  The 
World,  Apsley  Cherry-Garrard's 
"beautifully  written,"  but  "terrifying" 
account  of  a  three-man  journey  into 
the  dark  heart  of  Antarctica  to  search 
for  penguin  eggs.  He  also  admires 
Wilfred  Thesiger's  Arabian  Sands, 
loaded  with  elements  of  survival,  not 
style.  "That's  what  I  like,"  he  says.  "I 
get  suspicious  of  style,  because  I 
wonder  what  the  writer  is  up  to."  He 
points  to  V.S.  Naipaul's  An  Area  Of 
Darkness  as  a  big  influence,  and  he's 
also  quite  smitten  with  the  travel 
work  of  Evelyn  Waugh,  Graham 


The  camera  for  those  who  look  at  this  picture  and  think,  "Gosh,  howd 
they  open  up  the  shadows  without  blowing  out  the  highlights?" 


When  staring  into  the  mouth  of  a 
10  ft.  grizzly  bear,  you  tend  to  think 
about  life.  Limbs.  And  how  handy  legs 
are.  Not  the  fill-flash  ratio  needed  to 
expose  teeth  about  to  rip  your  leg  off. 

Nikon  created  the  N90  specifically 
for  complicated  situations  like  this. 
When  you  have  no  time  to  think.  A 
brown  bear  on  brown  earth,  about  to 
mangle  a  brown  shoe.  So  instead  of 
overexposing  this  picture  like  other 
cameras  might,  the  N90  "  works  for 


you,  properly  analyzing  the  situation 
and  delivering  an  accurate  exposure. 

Here's  how  it  does  it.  The  3D  Matrix 
Meter  divides  the  scene  into  eight 
segments.  It  measures  the  brightness 
in  each  one  of  the  segments  and  then 
compares  them  for  contrast.  D-type 
lenses  incorporate  the  subject's  distance 
which  allows  the  N90  to  calculate  the 
proper  ambient  light  exposure. 

The  SB-25  Speedlight  fires  a  rapid 
series  of  imperceptible  pre-flashes  to 


determine  the  bear's  reflectance.  And 
then  provides  the  precise  amount  of 
fill-flash  needed  to  lighten  the  bear's 
dark  brown  fur.  without  overexposing 
his  slightly  yellow  teeth. 

The  N90  can  give  you  near-perfect 
exposures  when  other  cameras  would 
be  fooled.  Or,  for  that  matter,  eaten. 

Professionals  trust  the  N90.  So  you 
can  too.  Because  it  works  just  as  well 
on  children  eating  ice  cream  as  it  does 
on  bears  eating  people. 
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;-c  and  Anthony 
Frollope.  He  hasn't 
got  much  to  say  about 
contemporary  travel 
books,  though,  ad- 
mitting, "I  stay  away 
from  them  because  I 
don't  want  to  be  too 
influenced." 

It  was  while  pad- 
dling around  the 
South  Pacific  for 
Happy  Isles  that  The- 
roux  gleaned  the 
ingredients  for  his 
new  novel,  Millroy 
The  Magician.  Hang- 
ing out  in  a  village  in 
the  Trobriand  Is- 
lands, he  noticed  that 
everyone  had  really 
nice  teeth.  "I  couldn't 
understand  why  they 
were  so  healthy,  visi- 
bly healthy,  different 
from  any  other  Tro- 
briand Islanders  I'd 
met."  It  turned  out 
the  villagers  were 
Seventh  Day  Adven- 
tists  who,  following 
Biblical  prohibitions, 
didn't  eat  meat,  fish 
with  scales,  nor  that  staple  of  the 
South  Pacific,  Spam.  "I  started  to 
think  that  one  of  the  curious  things 
about  evangelism  is  this  obsession 
with  interpreting  an  aspect  of  the 
bible."  Putting  two  and  two  together, 
Theroux  came  up  with  the  surprising 
story  of  a  carnival  magician  who 
believes  that  the  "oil  of  gladness"  in 
Psalm  49  is  low  in  cholesterol  and 
ends  up  leading  a  diet-based  spiritual 
regeneration  across  America. 

As  a  long-time  border-hopper, 
healthy  eating  is  close  to  Theroux 's 
heart.  "The  food  problem,"  as  he 
puts  it,  is  one  of  the  inveterate  di- 
lemmas of  cross-cultural  travel. 
What  to  do  in  countries  like  India, 
where  "the  meat  is  filthy,  as  well  as 
horrible,  you  can  die  from  it,"  or 
Mongolia,  with  its  mutton  and  pota- 
toes and  not  much  else?  It  was  partly 
due  to  such  precarious  provenders 
that  Theroux  switched  to  vegetarian- 


Paul  Theroux  has  been  trotting  through  the  bright  and  dark  corners  of  the  globe 
for  over  three  decades  now,  cranking  out  a  book  a  year  along  the  way. 


ism  some  years  back.  "If  you  make  a 
few  simple  rules,  like  don't  drink  the 
water  and  don't  eat  the  meat,  you'll 
do  extremely  well." 

But  the  table  isn't  the  only  cause 
for  caution  in  the  lands  he  frequents. 
"If  you're  an  outsider,  you're  a  victim," 
he  says,  point  blank.  "You're  like  a 
child,  a  little  green  man.  People  will 
laugh  at  you,  jeer  at  you,  try  to  rob 
you — virtually  everywhere."  Of 
course,  with  his  tortoise-shell  glasses 
and  erudite  accent,  it's  easy  to  imagine 
Theroux  looking  quite  the  stranger 
in  strange  lands.  Still,  he  says  from 
experience,  the  stereotypical,  superi- 
or image  Americans  have  of  them- 
selves is  a  joke  out  in  the  traditional 
cultures  of  the  world.  "You're  so  diff- 
erent that  you're  kind  of  laughable." 

It's  not  just  the  people  that  pose 
problems,  either.  The  river  is  your 
enemy,  a  ship  captain  once  told  Ther- 
oux us  they  headed  down  the 


Yangtze.  So  is  the  jungle  in  Africa; 
the  wind  in  Australia;  the  current  in 
the  Pacific;  and  the  innumerable, 
uncovered  manholes  scattered  all 
over  China.  "You'll  be  walking 
around  saying, 'Oh,  that's  inter- 
esting,' and  all  of  a  sudden — 
Whoooom! — you'll  be  dead,"  he  says, 
adding,  "I  feel  very  vulnerable  when 
I'm  traveling.  You  can't  think,  'Oh, 
it's  not  going  to  get  me.'" 

Want  to  get  the  real  scoop  on  haz- 
ards? Better  do  some  digging  on  your 
own.  Locals,  Theroux  has  found, 
tend  to  be  woefully  ignorant  about 
anything  outside  of  their  home  base. 
"I  think  this  is  true  the  world  over," 
he  says.  "When  I  was  in  Australia, 
people  knew  about  where  they  lived. 
But  as  soon  as  we'd  discuss  the  Out- 
back, they  were  incredibly  ignorant, 
with  warnings  about  crocs,  snakes, 
fighting — all  sorts  of  weird  things." 
He's  also  found  a  propensity  for  mis- 
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guided  information  out  there.  "The 
:hings  they  should  be  warning  you 
nbout,  they  don't.  It's  like  in  Africa, 
Be  careful  of  the  lions.'  Well,  a  lion 
sn't  going  to  eat  you  in  Africa.  What 
:hey  should  be  warning  you  about  is 
the  mosquito  that'll  bite  you  and  give 
km  malaria." 

Tops  on  Theroux's  list  of  travel 
•dllers  is  "forced  atmosphere,"  like  the 
London  hotel  that  insults,  over- 
rharges,  and  can't  stop  shoving  "Mer- 
'ie  Olde  England"  in  your  face.  "The 
equivalent  would  be  the  'colorful 
:haracter,"'  he  explains.  "They're  usu- 
dly  a  huge  pain  in  the  neck — boring, 
monotonous  and  monopolizing, 
rhey're  all  right  in  the  short  run,  but 
['d  rather  spend  my  time  with  some- 
one who's  quiet  and  reveals  things 
;lowly,  who  maybe  holds  a  secret 
•ather  than  blurting  everything  out." 

And  luxury  be  damned — it's  the 
practical  side  of  travel  that  interests 
rheroux  (at  least  when  he's  writing): 
:he  comfortable  hotel;  the  good- 
:nough  meal;  the  setting  his  feet  along 
iny  old  street  and  heading  for  the 
orsaken  side  of  town.  How  else  to 
glimpse  how  people  really  live?  Where 
possible,  Theroux  prefers  self-sufficien- 
:y  over  service,  public  transportation 
>ver  the  automobile,  and  leaving  the 
:amera  at  home.  "It  kills  writing,  stifles 
'our  memory  and  dulls  the  senses." 

Surprisingly,  Theroux  turns  out  to 
>e  downright  charitable  to  that  low- 
:st  form  of  life:  the  tourist.  "They 
)ften  get  a  bad  rap  because  they  only 
lave  a  week  or  two,  and  they  have  to 
ee  as  much  as  possible.  It's  like 
hey 're  tearing  the  heart  out  of  a  place 
md  not  quite  knowing  where  to 
tart."  And  the  traveler  who  ventures 
)ff  the  beaten  path?  "He's  sometimes 
infairly  seen  to  be  a  kind  of  explorer 
>r  discoverer,  when  actually  he's 
omeone  who's  just  got  more  time." 

The  ideal,  in  Theroux's  eyes,  turns 
>ut  to  be  the  tramp.  "If  I  had  their 
juts  and  their  resilience  I  would 
>robably  do  the  same  thing,"  he  says 
vistfully.  "To  me,  the  greatest  travel- 
:rs  are  the  ones  who  don't  feel  a  need 
o  write  about  it.  They're  just  doing 
t,  living  it,  and  they're  living  on 
lothing."  ib 


THE  DESIGN  FOR  OUR  SHOES 
CAME  FROM  THE  GAME.  THE  STYLE, 
FROM  FIFTH  AVENUE. 


(~^) n  a  game  often  determined 
by  the  slightest  subtleties,  style 
counts.  That's  why  we  import  thread 
from  France  and  leathers  from 
lialx,  England  and  Spain.  Sure, 
it  costs  more 
to  craft  a 
shoe  from 
the  highest 
quality  ma- 
te rials,  but 
leathers  tak- 
en from  master  tanners  result 
in  a  shoe  that  looks  just  as  good 
as  it  performs.  Lockstitching  Par- 
isian thread  into  the  soles  keeps 
moisture  from  entering  around 
tlw  base  of  the  shoe.  And  the  all- 
\vailable  at  Neiman  Marcus  6 


leather  midsole  absorbs  shock,  not 
water,  like  cheaper  cork  midsoles. 
Touring  pro  Gary  Player  seems  to 
appreciate  these  finer  points  -  "I 
have  worn  various  golf  shoes  ...  but 
have  never 
worn  a  pair 
that  com- 
pared with 
Head's. 
So  if  you're 
one  of  those 

few  who  knows  there's  more  to  a 
good  game  than  a  perfect  swing, 
we've  got  your  shoe  For  more 
information  call:  I -800-888-HEAD. 
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Okay,  class,  over  on  this  wall,  we'll  hang,  say,  the  "Mona  Lisa,"  by 
that  wily  old  master,  Leonardo.  Over  here,  let's  put  Marcel  Du- 
champ's  "Nude  Descending  A  Staircase."  Or  is  she  ascending?  I 
can  never  remember. 

Anyway,  we  shall  now  try  to  decide  the  question,  "Which  paint- 
ing is  better?",  by  assigning  values  to  the  following  categories:  diffi- 
culty in  brush  work,  visual  appeal, 
balance,  perspective,  memorability, 
esthetics  and  color.  You  may  take 


some  time  to  consider,  but  you'll 
probably  immediately  sense  the 
lunacy  of  our  exercise.  Apples  are 
apples,  oranges  are  oranges,  and  da 
Vincis  are  not  Duchamps. 

Which  is  why  the  biennial 
attempt  of  the  golf  magazines  to 
identify  the  top  100  courses  in  either 
America  or  the  world  is  so  ludicrous. 
Every  other  year  Golf  Digest,  which, 
with  more  than  a  million  subscribers, 
is  the  magazine  with  the  most 
weight  in  the  industry,  publishes  its 
list  of  the  U.S.'s  100  greatest  courses. 
Its  main  competitor,  Golf  Magazine, 
chimes  in  with  its  list  of  the  Top  100 
courses  in  the  world.  Even  the  news- 
paper for  which  I  edit,  Golfweek,  asks 
its  readers  to  vote  in  an  annual  poll  of 
their  favorite  courses,  which  are  then 
listed  state  by  state. 

But  the  Golf  Digest  poll  is  the  orig- 
inal, and  still  the  standard-bearer.  It 
all  started  back  in  1966  when  the 
magazine  published  a  feature  listing 
the  toughest  200  courses  in  the  coun- 
try. From  that  feature  story  grew  the 
biennial  exercise  in  ranking  our 
nation's  golfing  apples  and  oranges. 
Followed  by  a  biennial  debate  in  19th 
holes  across  the  country  about 
whether  Pine  Valley,  Augusta 
National  or  Pebble  Beach  should  be 
considered  the  nation's  best. 

But  last  fall,  the  doo-doo  hit  the 
fan.  While  Pine  Valley  in  New  Jersey 
continued  its  run  as  the  nation's  top- 
rated  course,  a  course  named  Shadow 
Creek  found  its  way  onto  the  Digest 
list  last  November,  ending  up  as  the 
eighth-best  golf  course  in  the  land. 
How  that  happened  has  caused 
shock  waves  to  ripple  through  the 
golf  clubs  of  America,  and  caused 
many  to  question  not  only  Golf 


Digest's  system  of  course  ranking,  but 
the  whole  concept  of  trying  to  rate 
courses  in  the  first  place. 

Shadow  Creek  is  located  in  North 
Las  Vegas.  It  is,  when  you  get  right 
down  to  it,  the  private  playground  of 
Steve  Wynn,  the  entrepreneurial 
CEO  of  Mirage  Resorts  Inc.,  which 
owns  Vegas's  Golden  Nugget,  the 
Mirage,  and  the  new  Treasure  Island 
theme  resort.  The  golf  course  was 
built  in  1989,  and  while  Tom  Fazio  is 
listed  as  the  architect  of  record,  Steve 
Wynn  earned  a  credit  line  as  co-pro- 
ducer. 

Steve  Wynn,  Fazio  explained,  is  a 
successful  businessman,  an  avid 
golfer  and  sportsman,  and  a  vision- 
ary who  wanted  to  create  a  world- 
class  golf  experience  in  Vegas.  When 
Fazio  told  him  that  would  mean  first 

The  GolfB 

creating  a  world-class  environment 
for  golf,  Wynn  said,  in  effect,  "Just 
do  it." 

Creating  an  environment  meant 
resculpting  more  than  two  million 
yards  of  dirt  to  create  rolling  hills  in 
Vegas's  pancake-flat  desert.  It  meant 
building  a  veritable  forest  with  more 
than  20,000  trees,  few  of  which  are 
indigenous  to  the  Nevada  desert.  It 
meant  creating  creeks  and  streams 
and  waterfalls  for  visual  and  golfing 
effect,  and  filling  those  creeks  and 
streams  with  imported  rocks  and 
boulders. 

Before  a  single  spade  was  turned 
at  Shadow  Creek,  Fazio  and  his  staff 
built  a  large,  scale-model,  table-top 
version  of  Shadow  Creek  so  that 
Wynn  could  visualize  what  his 
course  would  look  like.  Later,  Wynn 


My  golf  course 
is  bigger  than 
your  golf  course 


By  James  Y.  Bartlett 
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,  e -dimensional  angles 
irious  parts  of  the  course  to 
check  the  visual  effects.  Wynn  him- 
self is  known  to  suffer  from  a  medical 
condition  that  makes  his  eyes 
extremely  sensitive  to  bright,  glaring 
light,  a  probable  explanation  of  why 
he  and  Fazio  spent  time  considering 
the  effects  of  glare  off  water  hazards 
and  on  west-facing  holes  at  various 
times  of  the  day. 

Some,  upon  hearing  these  tales  of 
what  is  either  a  true  dedication  to  the 
course-building  art  or  one  of  the 
most  amazing  examples  of  wretched 
excess  in  the  history  of  man,  might 
recall  poor  old  Donald  Ross  having 
to  build  a  masterpiece  like  Pinehurst 
No.  2  in  North  Carolina  with  a  team 
of  donkeys  and  a  dozen  laborers  with 
shovels.  Fazio,  who 
calls  Wynn  "a  bril- 
liant guy  who  had  a 
lot  of  great  ideas," 
says  that  the  casino 
owner  set  out  to  build 
a  spectacular  golf  set- 
ting, and  did  it. 

Now,  with  a  bud- 
get of  "whatever  it 
takes,"  an  architect  of 
the  caliber  of  Tom 
Fazio  to  consult  with, 
and  the  showbiz  flair 
of  a  Steve  Wynn,  one 
might  expect  a  fairly 
awesome  golf  course 
to  be  the  result.  As 
indeed  it  seems  to 
have  been.  Somebody 
who's  played  it  told 
me,  "This  is  the  kind 
of  golf  course  God 
would  design." 

Well,  maybe  so, 
but  the  Almighty 
wouldn't  be  able  to 
play  the  damn  thing 
without  permission  of  the  man  him- 
self: Steve  Wynn. 

A  visitor  must  play  in  the  compa- 
ny of  either  a  corporate  executive  or  a 
designated  employee.  Naturally, 
most  of  the  golfers  one  finds  on  a 
typical  day  at  Shadow  Creek  are 
either  good  friends  of  Steve,  or  have 
pockets  bulging  with  money  they 


wish  to  leave  at  one  of  his  tables  later 
that  evening.  And  Wynn  is  nothing 
if  not  a  man  of  principle:  the  presi- 
dent of  the  New  York  Times 
Sports/Leisure  Magazines,  which 
publishes  Golf  Digest,  called  to  see  if 
he  could  play  the  course  when  he  was 
in  town  for  a  meeting.  Unfortunate- 
ly, he  was  staying  at  the  Hilton. 
Wynn  turned  him  down. 

So  what  we  have  here  is  an  almost 
brand-new  golf  course,  one  which  sets 


The  controversy:  after  Steve  Wynris four-year-old 
Shadow  Creek  golf  course  debuted  at  No.  8  on  Golf  Digest!? 
100  Greatest  Courses  list  last  November,  tempers  erupted 
in  the  golfing  world.  The  Vegas  mogul  would  not  allow  pictures 
of  his  golf  course,  designed  by  architect  Tom  Fazio,  to  be  published. 
Above,  a  "fairway"  from  a  new,  Fazio-designed  course,  the 
Quarry  in  LaQuinta,  Calif,  described  by  his  organization 
as  similar  in  character  to  Shadow  Creek. 


a  new  world  record  in  artificiality,  one 
that  is  virtually  the  sole  proprietorship 
of  its  most  important  member... and 
one  which  is  judged  by  Golf  Digest  to 
be  better  than,  just  to  pick  a  few,  Pine- 
hurst No.  2,  The  Country  Club,  Semi- 
nole, the  Chicago  Golf  Club,  and,  oh, 
what  the  hell,  even  better  than  the 
Links  at  Wild  Dunes,  Harbour  Town 


Links  or  the  TPC  Stadium  course  at 
Sawgrass,  to  name  just  three  of  some- 
what recent  vintage. 

How  can  that  be?  That  is  just  the 
question  that  many  have  begun  to  ask. 

Golf  Digest  has  a  nationwide  panel 
of  course  selectors  on  which  it  calls 
to  rank  the  nation's  elite  courses.  The 
magazine  says  its  panelists  are  "low- 
handicap"  golfers,  but  I  know  a  few 
who  are,  to  be  kind,  more  in  the 
mid-hacker  category. 

But  no  matter.  Digest  issues  these 
fine  folk  credentials  to  go  and  play 
America's  finest  courses.  More  than 
likely,  most  stay  close  to  home,  since 
Digest  pays  no  expenses  and  says  it 
does  not  allow  panelists  to  accept 
freebies  in  travel  or  accommodations. 

But  since  many 
course  selectors 
are  active  business 
types  on  the  road 
a  lot,  many  selec- 
tors get  around. 
The  magazine 
asks  these  pan- 
elists to  submit 
reports  on  each 
course  they  play, 
grading  on  a  one- 
to-ten  scale  in 
each  of  six  categories:  shot 
values  (risk/reward,  accuracy, 
length  and  finesse);  resistance 
to  scoring  (for  scratch  players 
from  the  back  tees);  design 
balance;  memorability;  es- 
thetics; and  conditioning. 

Now,  even  though  we  are 
already  deep  into  the  Du- 
champ-versus-Leonardo  de- 
bate at  this  point  (one  man's 
esthetics  being  another's  goat 
track),  the  magazine's  editors 
throw  their  two  cents'  worth 
in  at  this  point.  The  score  for 
shot  values  is  doubled,  the 
numbers  are  totaled  and  averaged, 
then'  the  magazine's  course-ranking 
panel  reviews  all  courses  and  adds 
extra  points  for  "tradition."  (One  can 
imagine  how  many  bonus  points 
Shadow  Creek  racked  up  here.) 

Finally,  to  add  to  last  year's  confu- 
sion, the  editors  decided  to  award 
two  bonus  points  to  all  courses  which 
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If  You  Like  Oversize  Woods, 
You'll  Love  Oversize  Irons. 

If  you  are  now  playing  with  an  oversize  metalwood,  you  know  why 
Greg  Norman  does.  Fantastic  distance.  Greater  accuracy.  More  confidence. 
Achieve  all  this  and  lower  your  score  even  more  with  full  sets  of  King  Cobra 
oversize  irons  and  nietalwoods  designed  for  men,women  and  seniors. 
And  if  you  are  not  playing  with  oversize  clubs  yet,  maybe  it's  time. 
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American  cooking 
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500  recipes  with  30 
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A  fast-paced  history  recalling 
the  romance  and  drama  of 
a  once  luxurious  form  of 
travel.  This  delightful  book 
celebrates  the  railroads 
both  as  a  marvel  of  the 
industrial  revolution  and  as 
a  splendid  art  form.  320  pages. 
300  illustrations,  50  in  color.  $19.95. 
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permit  one  to  walk,  instead  of  riding 
in  one  of  those  damnable  powered 
machines.  Even  if  Golf  Digest's  heart 
was  in  the  right  place,  their  heads 
were  out  to  lunch:  the  magazine 
didn't  publish  the  news  about  the 
bonus  walking  points  until  its 
September  issue,  when  it  was  really 
too  late  to  matter.  And  should  you 
have  missed  that  issue  of  the  maga- 
zine— or  decided  not  to  open  it — 
you  might  never  have  known  about 
it  at  all.  Hardly  a  fair  way,  in  truth, 
to  lose  or  gain  those  two  treasured 
extra  points. 

Perhaps  anticipating  the  storm  of 
criticism  over  the  high  ranking  of 
Shadow  Creek,  the  magazine  claimed 

Is  the  Shadow  Creek 
golf  course  in  Las  Vegas 
a  true  dedication  to  the 
course-building  art,  or 
one  of  the  most  amazing 
examples  of  wretched  excess 
in  the  history  of  man  ? 

in  an  accompanying  article  that  the 
course  "garnered  its  numbers  fair 
and  square."  Well,  maybe  so  and 
maybe  not. 

Barend  Van  Gerbig,  president  of 
the  Seminole  Golf  Club  in  Florida 
(ranked  19,  down  from  No.  14  two 
years  ago  and  No.  8  two  years  before 
that)  was  just  one  official  from  older, 
more  established  courses  who  wrote 
Golf  Digest  to  protest  the  high  rank- 
ing of  Shadow  Creek. 

Said  Van  Gerbig:  "[I  have]  first- 
hand knowledge  of  Steve  Wynn's 
largesse/generosity  heaped  upon  vis- 
iting 'dignitaries'  from  the  golf 
world... free  rooms;  free  local  trans- 
portation; no  greens  fees;  meals; 
balls;  even  a  pocketful  of  gaming 
chips  " 

Was  Van  Gerbig  trying  to  insinu- 
ate that  Steve  Wynn  bought  his  way 
onto  Golf  Digest's  Top  100  list?  In 
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THE  MONKEY  INTRODUCED 

HIMSELF  TO  THE  ASTONISHED  GUESTS 

by  swinging  from  tree  to  tree  in  the  lush  tropical  gardens  beneath  the  balconies  of  their 
first  floor  suites.  Martin  The  Monkey,  as  he  has  been  affectionately  christened,  was  first 
spotted  on  April  27th,  1993  lolling  in  the  sun  on  the  pool  deck  of  the  hotel.  Last  seen 
in  sanctuary  at  the  Palm  Court,  Martin  has  now  reputedly  made  Raffles  Hotel  his  home. 
And  added  to  the  legend  that  is  Raffles,  the  grand  old  dame  of  the  East.  Now  fully 
restored  to  all  her  former  glory.  (  ^t^^S))  )  Raffles  Hotel,  No.  1  Beach  Road, 
Singapore  07  18.  Telephone:  337  1886.  Telex:  RS  39028  RHSIN.  Fax:  339  7650. 
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"So  what  we  have  here  is  an  almost  brand-new  course,  one  which  sets  a  world  record 
in  artificiality,  and  one  which  is  judged  by  Golf  Digest  to  be  better  than,  just  to  pick 
a  couple,  Harbour  Town  (above)  and  the  TPC  Stadium  course  at  Sawgrass  (below). " 


fact,  Tom  Fazio  claims  that  Wynn 
initially  had  no  interest  in  having  his 
course  ranked,  or  in  allowing  course 
selectors  or  magazine  editors  to  tres- 
pass in  his  Garden  of  Vegas.  Says 
Fazio,  "I  told  him  it  wouldn't  be  fair 
not  to  have  it  ranked." 

Well,  only  Steve  Wynn  knows  if 
he  did  or  did  not  carefully  orchestrate 
a  campaign  to  get  Digest's  official  seal 
of  approval  for  his  golf  course.  But 


Van  Gerbig's  point  was  that  the 
Digest  ranking  system — which  he 
labeled  a  "travesty  and  betrayal.  ..that 
has  failed... the  serious  golfing  pub- 
lic"— was  vulnerable.  He  specifically 
deplored  any  attempt  to  campaign 
for  stature  on  the  list,  and  any  effort 
to  make  a  promotional  contest  out  of 
what  should  be  a  golfing  one.  What 
Van  Gerbig  wanted  was  an  impartial 
(if  not  exactly  level)  playing  field  in 


which  a  classy  and  historic 
course  like  Seminole,  a  Donald 
Ross  masterpiece  where  the 
great  Ben  Hogan  would  spend 
a  fortnight  every  spring  fine- 
tuning  his  game  for  Augusta 
National,  could  keep  pace  with 
its  more  marketing-minded 
counterparts. 

Others  were  a  bit  more 
blunt.  Jack  Lupton,  chairman 
of  The  Honors  Course,  a  pri- 
vate, golfers-only  club  outside 
of  Chattanooga,  fired  off  a  bit- 
ter letter  to  Golf  Digest  Editor 
Jerry  Tarde,  asking  that  his 
course  (ranked  No.  29  last  year, 
down  from  No.  22)  be  with- 
drawn from  any  future  consid- 
eration in  the  national  rank- 
ings. "I  do  not  care  to  have  our 
course  involved  in  a  poll  that  is 
as  easily  swayed  by  elements 
that  have  absolutely  nothing  to 
do  with  either  the  greatness 
nor  the  integrity  of  the  course 
itself,"  he  said. 

Editor  Tarde,  speaking  from 
his  lofty  throne  on  Mt.  Olym- 
pus in  Trumbull,  Conn.,  re- 
sponded by  saying,  in  effect, 
sorry,  you  can't  withdraw.  And, 
he  added  rather  nastily,  "I  only 
hope  that  as  time  goes  by,  and 
the  sting  of  being  ranked  29th 
among  America's  12,792  regula- 
tion golf  courses  passes,  you 
will  once  again  reconsider." 

A  system  like  Golf  Digest's 
is,  of  course,  open  for  charges 
of  favoritism.  Giving  430 
golfers  a  little  card  and  the 
implied  carte  blanche  to  use  it 
to  effect  entry  onto  virtually 
any  golf  course  in  the  land  is 
asking  for  trouble.  Even 
though  the  magazine  sternly  warns 
all  of  its  course  selectors  not  to 
accept  freebies  of  any  kind,  except  for 
greens  fees  and  carts,  it  is  probably 
safe  to  assume  that  almost  every  one 
of  those  430  souls  has  wondered  if  he 
couldn't  walk  up  to  the  front  gate  at 
Augusta  National,  flash  the  card  at 
the  guard  and  say  "I'm  ready  to  peg  it 
up,  sir."  Of  course,  it  wouldn't  work 
at  Augusta,  unless  the  course  selector 
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"There's  no  way  I  can  ever  give  the  galleries  as  much 
as  they  Ve  given  me," 


Arnold  Palmer 


Few  athletes  have  forged  as  enduring 
or  intimate  a  bond  with  sports  fans  as 
Arnold  Palmer.  The  sight  of  his  slashing 
swing  on  black-and-white  television 
screens  in  the  late  fifties,  when  he  won  the 
first  of  his  four  Masters  Championships, 
helped  launch  the  modern  game.  Some 
thirty  years  later,  his  commitment  to  the 
Senior  Tour  transformed  an  intriguing 
notion  into  a  major  force. 

The  key  to  Arnold's  charisma  has 
always  been  his  unique  accessibility. 
His  open,  determined  face  shares  every 
up  and  down  of  a  crucial  round.  "A  lot 
of  athletes  go  about  their  business,  and 
don't  relate  to  people,"  says  Palmer 
"but  I  like  having  the  folks 
with  me."  And  his  army  of 
followers  knows  it. 


As  Lee  Trevino  once  pointed  out, 
'Arnie  has  more  people  watching  him 
pack  the  trunk  of  his  car  than  we  have 
watching  us  on  the  golf  course." 

Like  other  great  champions, 
Palmer  is  a  fierce  competitor  who 
earned  his  reputation  with  remarkable 
performances  under  great  pressure. 
Not  surprisingly,  he  has  chosen 
a  timepiece  that  made  its  »t» 
name  in  the  same  way. 

Rolex  ROLEX 
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was  in  the  company  of  a  dues-paying 
member.  Augusta  National  is  so  pri- 
vate, it  won't  even  allow  the  U.S. 
Golf  Association  on  the  property  to 
measure  the  course  for  a  slope  rating. 

Why  all  the  sound  and  fury?  Why 
should  Seminole  or  The  Honors 
Course  get  all  bent  out  of  shape? 
They,  like  a  majority  of  the  courses 
in  the  Top  100,  are  private,  mem- 
bers-only facilities  that,  like  Shadow 
Creek,  will  never  be  darkened  by  the 
footsteps  of  the  Great  Unwashed.  So 
why  should  they  care  if  they  are 
ranked  23rd  or  45th,  or  at  all? 

It  should  be  obvious  that  the  Golf 
Digest  course  rankings  are  not  an 
exercise  in  truth-seeking,  but  an 
entertainment  designed  to  amuse, 
stir  debate  and  create  controversy 
among  its  readers.  There  is  no  scien- 
tific body  at  Digest  publishing 
Nobel-quality  findings:  just  a  bunch 
of  hackers,  choppers  and  opinion- 
maker  wannabes  whose  musings  and 
thoughts  are  massaged  by  a  staff  of 
editors.  Even  our  most  literal  art 
form,  film-making,  relies  heavily  on 
editing  before  release. 

That  people  take  this  stuff  so  seri- 
ously may  be  because  of  the  dollars 
that  are  involved.  Having  a  course 
listed  in  the  Top  100  can  mean 
significant  earnings  to  club  owners, 
property  developers  and  golf  course 
architects  competing  for  future  com- 
missions. Lou  Perna,  vice-president 
of  sales  and  marketing  at  Scottsdale's 
Desert  Mountain  community,  which 
has  two  courses  in  the  Top  100,  the 
Cochise  and  the  Renegade,  says  that 
the  benefits  of  the  listing  are  "a  slow- 
grow  reputation  thing,  not  a  quick 
sales  spike."  Still,  Perna  says,  being 
able  to  play  a  Top  100  course  every 
day  adds  value  to  a  membership  at 
Desert  Mountain,  giving  his  mem- 
bers additional  prestige  in  the  com- 
munity. And,  it  probably  helps  sell 
some  real  estate. 

Adds  Pat  Corso,  president  of  the 
Pinehurst  Resort  &  County  Club, 
'The  Digest  rankings  are  probably 
similar  to  the  Mobil  and  AAA  dia- 
monds and  stars:  they  probably  don't 
directly  add  dollars  to  the  bottom 
iine,  but  stand  as  a  statement  of  the 


Whispering  Pines:  "One  might  recall  poor  old  Donald  Ross  having  to 
build  a  masterpiece  like  Pinehurst  No.  2  (above)  with  a  team  of  donkeys 
and  a  dozen  laborers  with  shovels.  "Pine  Valley  (below)  fared  better  in 
last  year's  poll,  continuing  as  Golf  Digests  top-ranked  course. 


quality  of  golf  to  be  had  here.  Cer- 
tainly it's  better  to  be  on  the  list  than 
not  be,  but  it's  not  a  life-or-death 
thing." 

The  controversy  over  the  Digest 
rankings  are  to  me  an  indication  that 
the  game  of  golf  is,  as  always,  evolv- 
ing before  our  very  eyes.  Nothing  is 
frozen  in  time  forever,  much  as  we 
would  like  it  to  be.  Styles  of  cars  and 
clothes  change,  and  we  don't  bat  an 
eye.  So  some  of  our  traditions  and 
tastes  in  golf  may  be  changing,  and 
the  Shadow  Creek  model  may 
become  a  new  standard  of  golfing 
excellence.  God  help  us  all. 

The  larger  problem  is  still  in  try- 
ing to  quantify  something  which  does 


not  fit  neatly  into  a  mathematical  for- 
mula. Is  the  air  sweeter  on  the  Mon- 
terey Peninsula  than  in  the  Sonoran 
desert?  Is  the  grass  in  Florida  far 
fairer  than  in  Michigan?  Do  difficult 
challenges  in  golf  make  one  wax 
poetic  or  pornographic  in  language? 

These  are  not  things  to  which  one 
can  append  a  numerical  value.  They 
are  things  of  the  spirit,  elements  of 
the  higher  plane  on  which  so  much 
of  what  is  best  about  golf  dwells. 
And  they  don't  give  points  for  it.  IS 

James  Y.  Bartlett  is  frequently 
asked  to  name  his  favorite  golf  course,  to 
which  he  never  has  a  good  answer,  ex- 
cept to  say  he  hasn't  played  it  yet. 
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FORBES  47 


As  if  it  weren't  difficult  enough  to  open  your  mouth  without 
causing  offense,  another  obstacle  to  communication  has  recently 
been  brought  to  my  attention.  The  expressions  "books  on  tape"  and 
"recorded  books"  are,  believe  it  or  not,  private  property.  They  are 
trademarks,  that  is,  and  if  you  appropriate  one  or  the  other  to  com- 
municate a  generic  concept,  you  have,  quite  simply,  placed  yourself 


outside  the  law.  To  put  your  thoughts 
into  words  you  may  (for  the  mo- 
ment) say  "audio  books."  You  may 
say  "books  whose  words  have  been 
uttered  into  a  recording  device  and 
preserved  for  your  listening  plea- 
sure." ("Your  listening  pleasure,"  sur- 
prisingly, is  still  in  the  public 
domain.)  These  strictures  may  not 
apply  to  private  conversations,  but 
habits  formed  in  private  very  often 


Reviews  On  Tat>e 


Ear!  Ear!  The  Best 
New  "Audio  Books" 


By  ^Catherine  A.  Powers 


surface  in  public,  as  anyone  who 
keeps  an  eye  on  the  news  can  tell 
you.  Let  us  now  proceed  with  the 
utmost  caution  across  the  mine- 
filled  page. 

Starting  with  Mas- 
ter And  Commander, 
there  are  16  novels 
so  far  in  Patrick 
O'Brian's  Aubrey- 
Maturin  series, 
works  that  have 
been  accurately  de- 
scribed as  the  great- 
est historical  novels 
ever  written  and 
which  have  moved 
in  the  last  year 
from  a  cult  to  a 
rage.  With  so  many 
pages  of  great- 
ness, over  5,000  in 
fact,  one  absolute- 
ly welcomes  the 
opportunity  to  ingest  them 
through  another  means,  the  ear.  The 
series  is  set  during  the  Napoleonic 
wars  and  revolves  around  the  doings 
of  Captain  Jack  Aubrey  of  the  Royal 
Navy  and  his  friend,  Stephen 


RANDOM  HOUSE 
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Maturin,  ship  surgeon,  naturalist, 
secret  agent  and  philosopher  man- 
que. O'Brian,  who  is  as  close  in  tem- 
perament and  culture  to  the  18th 
century  as  a  man  living  today  could 
be,  has  perfectly  rendered  the  feel 
and  the  linguistic  cadence  of  the 
period.  Beyond  that,  he  is  incompa- 
rably witty,  writing  with  true  Hiber- 
nian brio. 

Two  companies,  so  far,  have  taken 
up  the  business  of 
recording  the  series, 
in  both  cases  un- 
abridged. Books  On 
Tape  has  the  whole 
lot  in  the  can,  beau- 
tifully read  with 
Georgian  austerity  by  Richard 
Brown.  (Prices  vary  from  book  to 
book.  Purchase:  $48  to  $104.  Rental: 
$9.95  to  $19.50  for  30  days.  800-626- 
3333.)  Indeed, 
this  is  the  only 
way  to  go  here, 
for  the  other 
company  in  the 
running,  Re- 
corded Books,  is 
(as  of  this  writ- 
ing) less  than 
halfway  through 
the  series.  More- 
over, the  reader, 
Patrick  Tull,  gives 
both  narrator  and 
Jack  Aubrey  the 
salty  gargle  of  an  j 
ancient  sea  dog — 
quite  inappropri- 
ate. And,  what  can 
it  mean!  Stephen 
Maturin  —  who 
never  set  foot  in  Ire- 
land until  he  went  to  university — j 
ends  up  with  a  brogue  as  thick  as  a  J 
pound  of  rashers,  sounding  like  some 
boozy  old  codger,  or  parish  priest  on 
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Renovation  in  Cellars  of  Grand  Cru  in  Margaux 

The  WINE  EXCHANGE  secures  best  deal 

From  our  correspondent: 


X 


BORDEAUX,  Oct.  11.  -  The  Seneclauze  family, 
owners  of  the  famous  Grand  Cru  Chateau  Marquis 
de  Terme  in  Margaux,  is  facing  an  ambitious  reor- 
ganization plan. 

Until  recently,  the  cellars  of  Chateau  Marquis  de 
Terme  were  also  used  for  the  second  wine  of  this 
estate  "Chateau  des  Gondats."  It  is  produced  under 
the  same  strict  supervision  and  quality  control  pro- 
cedures as  the  Grand  Cru  Chateau. 

The  increasing  demand  for  Chateau  des  Gondats 
has  forced  the  owner  to  consider  an  ambitious  reor- 
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ganization  plan  -  the  construction  of  a  separate  new 
cellar  and  bottling  facility. 

To  create  the  necessary  space  for  this  project,  Mr. 
Seneclauze  decided  to  hold  a  cellar  clearance  sale. 
The  1990  Chateau  des  Gondats  has  been  offered 
with  a  steep  35%  discount. 

The  Wine  Exchange  has  secured  the  best  deal. 
Keen  on  brand  recognition,  Mr.  Seneclauze  wants 
to  increase  awareness  for  his  "Ch.  des  Gondats"  and 
offered  a  package  deal  including  a  half  dozen  classic 
Bordeaux  wine  glasses.  There  are  only  150  cases 
available  with  this  special  offering.  Therefore,  the 
offering  is  valid  while  supplies  last. 


12  bottles  of  premium  quality  Estate  bottled  1990 
Gondats  (Shipped  in  original  wooden  cases) 

6  Original  Bordeaux  wine  glasses  plus  1  year  subscription 
to  the  consumer  report  Wine  Direct 

FREE  Delivery  (ca/ct/ma/nj/ny  only)  fO?  $99 '00 


between  vou  and  the  cellars  oi  the  best  chateaux 


Reg.  Value 

Now 

$135.00 

$87.00 

75.00 

-12.00 

15.00 

-FREE 

$225.00 

$99.00 

EXCHANGE 


As  if  it  weren't  difficult  enough  to  open  your  mouth  without 
causing  offense,  another  obstacle  to  communication  has  recently 
been  brought  to  my  attention.  The  expressions  "books  on  tape"  and 
"recorded  books"  are,  believe  it  or  not,  private  property.  They  are 
trademarks,  that  is,  and  if  you  appropriate  one  or  the  other  to  com- 
municate a  generic  concept,  you  have,  quite  simply,  placed  yourself 

outside  the  law.  To  put  your  thoughts 
into  words  you  may  (for  the  mo- 
ment) say  "audio  books."  You  may 
say  "books  whose  words  have  been 
uttered  into  a  recording  device  and 
preserved  for  your  listening  plea- 
sure." ("Your  listening  pleasure,"  sur- 
prisingly, is  still  in  the  public 
domain.)  These  strictures  may  not 
apply  to  private  conversations,  but 
habits  formed  in  private  very  often 


Reviews  On  Tat>e 


Ear!  Ear!  The  Best 
New  "Audio  Books" 


By  Katherine  A.  Powers 


surface  in  public,  as  anyone  who 
keeps  an  eye  on  the  news  can  tell 
you.  Let  us  now  proceed  with  the 
utmost  caution  across  the  mine- 
filled  page.  -   

Starting  with  Mas- 
ter And  Commander, 
there  are  16  novels 
so  far  in  Patrick 
O'Brian's  Aubrey- 
Maturin  series, 
works  that  have 
been  accurately  de- 
scribed as  the  great- 
est historical  novels 
ever  written  and 
which  have  moved 
in  the  last  year 
from  a  cult  to  a 
rage.  With  so  many 
pages  of  great- 
ness, over  5,000  in 
fact,  one  absolute- 
ly welcomes  the 
opportunity  to  ingest  them 
through  another  means,  the  ear.  The 
series  is  set  during  the  Napoleonic 
wars  and  revolves  around  the  doings 
of  Captain  Jack  Aubrey  of  the  Royal 
Navy  and  his  friend,  Stephen 


RANDOM  HOUSE 


Maturin,  ship  surgeon,  naturalist, 
secret  agent  and  philosopher  man- 
que. O'Brian,  who  is  as  close  in  tem- 
perament and  culture  to  the  18th 
century  as  a  man  living  today  could 
be,  has  perfectly  rendered  the  feel 
and  the  linguistic  cadence  of  the 
period.  Beyond  that,  he  is  incompa- 
rably witty,  writing  with  true  Hiber- 
nian brio. 

Two  companies,  so  far,  have  taken 
up  the  business  of 
recording  the  series, 
in  both  cases  un- 
abridged. Books  On 
Tape  has  the  whole 
lot  in  the  can,  beau- 
tifully read  with 
Georgian  austerity  by  Richard 
Brown.  (Prices  vary  from  book  to 
book.  Purchase:  $48  to  $104.  Rental: 
$9.95  to  $19.50  for  30  days.  800-626- 
3333.)  Indeed, 
this  is  the  only 
way  to  go  here, 
for  the  other 
company  in  the 
running,  Re- 
corded Books,  is 
(as  of  this  writ- 
ing) less  than 
halfway  through 
the  series.  More- 
over, the  reader, 
Patrick  Tull,  gives 
both  narrator  and 
Jack  Aubrey  the 
salty  gargle  of  an 
ancient  sea  dog — 
quite  inappropri- 
ate. And,  what  can 
it  mean!  Stephen 
Maturin  —  who 
never  set  foot  in  Ire- 
land until  he  went  to  university — 
ends  up  with  a  brogue  as  thick  as  a 
pound  of  rashers,  sounding  like  some 
boozy  old  codger,  or  parish  priest  on 
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Renovation  in  Cellars  of  Grand  Cru  in  Margaux 

The  WINE  EXCHANGE  secures  best  deal. 

From  our  correspondent: 


BORDEAUX,  Oct.  11.  -  The  Seneclauze  family, 
owners  of  the  famous  Grand  Cru  Chateau  Marquis 
de  Terme  in  Margaux,  is  facing  an  ambitious  reor- 
ganization plan. 

Until  recently,  the  cellars  of  Chateau  Marquis  de 
Terme  were  also  used  for  the  second  wine  of  this 
estate  "Chateau  des  Gondats."  It  is  produced  under 
the  same  strict  supervision  and  quality  control  pro- 
cedures as  the  Grand  Cru  Chateau. 

The  increasing  demand  for  Chateau  des  Gondats 
has  forced  the  owner  to  consider  an  ambitious  reor- 
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ganization  plan  -  the  construction  of  a  separate  new 
cellar  and  bottling  facility. 

To  create  the  necessary  space  for  this  project,  Mr. 
Seneclauze  decided  to  hold  a  cellar  clearance  sale. 
The  1990  Chateau  des  Gondats  has  been  offered 
with  a  steep  35%  discount. 

The  Wine  Exchange  has  secured  the  best  deal. 
Keen  on  brand  recognition,  Mr.  Seneclauze  wants 
to  increase  awareness  for  his  "Ch.  des  Gondats"  and 
offered  a  package  deal  including  a  half  dozen  classic 
Bordeaux  wine  glasses.  There  are  only  150  cases 
available  with  this  special  offering.  Therefore,  the 
offering  is  valid  while  supplies  last. 
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12  bottles  of  premium  quality  Estate  bottled  1990 
Gondats  (Shipped  in  original  wooden  cases) 
6  Original  Bordeaux  wine  glasses  plus  1  year  subscription 
to  the  consumer  report  Wine  Direct 
FREE  Delivery  (CA/ct/ma/nj/ny  only) 


Ajlfgr$9m 


Reg.  Value 

Now 

$135.00 

$87.00 

75.00 

-12.00 

15.00 

-FREE 

$225.00 

$99.00 

exchange  The  direct  link  between  you  and  the  cellars  of  the  best  chateaux. 


Save  25-40%  on  all  your  wine  purchases! 


f 


The  WINE  EXCHANGE  makes  it  easy  and  con- 
venient for  you  to  make  the  right  wine  selec- 
tions. Our  customers  obtain  professional  and 
objective  information  via  our  consumer  report  Wine 
Direct.  A  wine  consumer  report  written  by  the 
Commissioners  of  The  Wine  Exchange,  includes  rat- 
ings of  our  blind  comparative  tastings,  cellaring,  pur- 
chasing advice  and  inside  information. 

And  ...  to  qualify  for  our  wine  offerings,  all  wines 
must  first  pass  our  strict  blind  comparative  tasting 
analysis.  They  must  demonstrate  outstanding  results  and 
obtain  a  minimum  rating  of  16/20  on  our  rating  scale. 
For  15  years,  our  team  of  professional  wine  experts 


"Commissioners"  -  have  been  making  wine  selections 
for  restaurants,  syndicates  and  a  large  number  of  private 
wine  collectors  (over  40,000). 

Our  commissioners  in  France  scan  every  corner  of 
the  wine  market  and  are  able  to  take  advantage  ot 
special  market  condition-.,  such  as  surplus  stocks,  bank- 
ruptcy sales,  floating  wine  lots.  etc. 

We  are  known  for  our  high  quality  standards  and 
our  skillful  negotiation  procedures.  Our  customers 
expect  nothing  less  than  high  quality  and  value. 

Our  efficient  purchasing  and  distribution  process 
enables  us  to  deliver  wines  conveniently  to  your  home 
or  office  at  savings  ot  25-40%. 


With  our  unconditional  quality  guarantee,  you  cannot  lose! 


□  Please  send  me  1  case  of  1990  Ch.  des  Gondats.  6  Bordeaux 
glasses  and  place  my  name  on  the  subscriber  list  to  the  consumer 
report  Wine  Direct,  all  for  only  $99.  (Uo  not  send  money  now.  You 
will  be  invoiced  later.  Shipping  instruction  documents  will  be  mailed 
with  your  confirmation  invoice  for  your  personal  shipping  instruc- 
tions. Deliveries  are  made  within  10  days  ot" receipt  ot  payment). 

Name   .  


Address 
bitv 


State 


7ir 


If  you  would  like  to  know  more  about  us. 
and  wish  to  order  this  outstanding 
Bordeaux  wine,  please  return  this  coupon 
in  a  closed  envelope  to: 

Data  Coordination  Center 
THE  WINE  EXCHANGE 

P.O.  Box  103 

Farmineton,  CT  06034  94ifor 
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■  .>.-■  oi  Barry  Fitzgerald  in  Going 
:  Way.  (Recorded  Books.  Prices 
vary  from  book  to  book.  Purchase: 
$68  to  $97.  Rental:  $17.50  to  $19.50  for 
30  days.  800-638-1304.) 

The  problem  with  the  Aubrey- 
Maturin  series  is  that  they  leave  you 
with  a  strong  appetite  for  nautical 
fare.  Where  to 
turn?  To  Lord 
Nelson,  I  suggest, 
and  Ernie  Brad- 
ford's strangely 
amusing  and  eru- 
dite Nelson:  The 
Essential  Hero. 
(Books  On  Tape.  18 
hours.  Purchase: 
$96.  Rental:  $19.50.) 
The  technical  de- 
tails of  the  great 
fighting  ships,  both 
frigates  and  sails  of 
the  line,  are  here 
lucidly  explained,  as 
are  the  ways  of  the 
Royal  Navy,  life  on 
board  ship  and  battle 
arrangements.  The 
battles  themselves  are  horrifically 
described  as  is,  in  fact,  Nelson  him- 
self: his  injuries,  vanity,  philandering 
and  near-ruination.  To  be  sure,  his 
greatness  and  naval  genius  are  also 
given  their  due.  Unabridged,  the 
book  is  read  by  Walter  Zimmerman 
whose  voice  is  addictive:  slightly 
staccato  and  ornamented  by  an  occa- 
sional lisp. 

Another  writer  who  has  moved 
from  literary  cult  to  popular  acclaim 
in  the  last  year  or  so  is  Cormac 
McCarthy,  whose  All  The  Pretty 
Horses  won  both  the  National  Book 
Award  and  the  National  Book  Crit- 
ics Circle  Award.  The  novel,  which 
is  presented  as  the  first  volume  of 
The  Border  Trilogy,  offers,  quite 
frankly,  a  tamer  view  of  things  than 
the  infernal  vision  of  his  earlier 
works.  No  babies  are  eaten  or  dead 
women  taken  to  bed  in  these  pages. 
Rather,,  three  young  men,  noble  John 
Grady  Cole,  garbage  mouth  Lacey 
Rawlins  and  hapless  Jimmy  Blevins, 
cross  from  Texas  to  Mexico,  where 
there  is  riding,  male  bonding  and, 


finally,  tenderest  love.  To  be  sure,  the 
l6ve  is  doomed,  one  of  the  boys  is 
murdered,  and  hard  time  is  spent  in 
the  slammer,  so  the  book  isn't  exactly 
a  bowl  of  cherries.  McCarthy's 
limpid,  unspooling  prose  is  wonder- 
fully read  by  Frank  Muller  in  this 
unabridged  re- 
cording. (Re- 
corded Books.  10 
hours.  Purchase: 
$52.  Rental:  $16.50 
for  30  days.) 

Michael  On- 
daatje  won  the 
Booker  Prize, 
usually  defined 
as  "Britain's 
most  prestigious 
literary  award," 
for  The  English 
Patient  in  1992. 
Set  in  an  aban- 
doned villa  in 
Italy  during 
World  War  II, 
it  has  a  serious- 
ly burned,  un- 
identified man  at  its  center.  He  is 
tended  by  Hana,  a  soul-shocked 
young  woman  who  is  later  joined  by 
a  thumbless  Can- 
adian thief  and  a 
young  Indian  sapper. 
The  novel  emerges 
in  great  part  from 
the  various  charac- 
ters' memories.  The 
most  poetic,  if  con- 
fusing, are  those  of 
the  burned  man,  who 
is  floating  in  mor- 
phine and  whose 
identity,  finally  re- 
vealed, does  not  seem 
plausible  at  all  al- 
though he  is  appar- 
ently modeled  on  an 
historical  figure.  The 
sapper  makes  up  for 
this,  however,  with 
concrete  and  chilling 
details  of  defusing 
unexploded  bombs. 
Michael  York  reads  an  abridged  ver- 
sion with  professional  dispatch 
except  when  reproducing  Canadian 


accents,  sounding  then  as  if  there 
were  something  wrong  with  his 
bridgework.  (Random  House  Audio 
Books.  3  hours.  $17.  800-733-3000.) 

Ondaatje  may  be  heard  explaining 
himself  and  his  work  with  consider- 
able eloquence  in  an  hour-long  inter- 
view recorded  by  American  Audio 
Prose  Library  last  year.  ($13.95.  800- 
447-2275.)  The  same  company  has 
recorded  the  author  reading  from  In 
The  Skin  Of  A  Lion,  his  second  novel, 
and  Running  In  The  Family,  a  mem- 
oir about  his  family,  most  notably  his 
black  sheep  of  a  father.  (90  minutes. 
$13.95.)  His  voice,  smooth,  slightly 
blurred  and  exotic,  greatly  adds  to 
the  show. 

T.  Coraghessan  Boyle's  Road  To 
Wellville  is  set  in  1907  in  Dr.  John 
Harvey  Kellogg's  Battle  Creek  Sani- 
tarium: "bastion  of  right  thinking, 
vegetarianism  and  self-improve- 
ment, citadel  of  temperance  and 
dress  reform."  Boyle  has  drawn  many 
of  the  events  and  characters  for  the 
novel  from  history  and  has  produced 
from  them  a  dry  social  satire.  But 
if  there  is  one  rule  to  live  by,  it  is 
never  trust  a  man  with  a  funny  hair- 
do to  read  from 
his  own  work. 
Boyle's  overly 
enthusiastic 
rendering  of  an 
abridged  ver- 
sion blunts  the 
work's  ironic 
edge.  (Penguin 
HighBridge 
Audio.  3  hours. 
$16.  800-526- 
0275.)  On  the 
other  hand, 
the  novel  takes 
well  to  abridge- 
ment because 
it  is  really 
too  long.  Jon- 
athan Reese 
reads  Books 
n  Tape's  version 
with  more  restraint,  but  20  hours 
of  quackery  and  digestive  com- 
plaints may  be  more  than  one  needs. 
(Purchase:  $112.  Rental:  $19.50  for 
30  days.) 


50  FORBES 


FY  I 


NO  PAIN. 


Relieves  Pain  of 

Sensitive  Teeth 


R   E   M   BRAN    D  J 

LOW  ABRASION  WHITENING  TOOTHPASTE  FOR  SENSITIVE  TEETH 


Toothpaste  for  Sensitive  Teeth  and  Cavity  Prevention  •  Net  Wt.  3  oz.  •  85  gm  •  50  mL 

No  Stain. 


Introducing  the  low  abrasion  toothpaste  for  sensitive  teeth 
that  controls  tartar,  plaque  and  stains. 


'inally,  a  toothpaste  that's  sensitive  to  all  your  needs, 
ou'd  like  whiter  teeth,  but  you  have  to  be  careful  about 
/hat  you  use,  because  your  teeth  are  sensitive,  too. 

Smile.  Now  there's  Rembrandt®  Whitening 
"oothpaste  For  Sensitive  Teeth  -  with  the  same  low 
brasion  formula  of  Original  Rembrandt  that  whitens 


so  well,  plus  a  clinically  proven  desensitizing  agent.  So  it 
helps  relieve  the  pain  caused  by  tooth  sensitivity  to 
cold,  heat,  acids,  sweets  or  contact. 

Give  Rembrandt  Whitening  Toothpaste  For 
Sensitive  Teeth  a  try.  After  all,  you've  got  nothing  to 
lose  except  tartar,  plaque,  stains...  and  now,  the  pain. 


REM  BRAND  X 


Available  at 


venture  /Pkyless. 

<  '        Drug  Starrs 


® 

J  and  other  fine  stores.  Call  1-800-548-3663  for  a  store  near  you. 

1993  Den-Mat  Corporation 


In  a  city  where 
success  is  synonymous 

with  hard  work 
it's  important  to  know 
where  you  can  always 
count  on  some  quality 
rest  &  relaxation. 


The  Ritz-Carlton* 

Hong  Kong 

Call  toll  free 

800-241-3333 


Putting  On  The  Ritz,  Joe  Keenan's 
snappy  comedy  of  bad  manners  is  ill- 
served  by  abridgement,  which  here 
prunes  out  the  wittiest  bits,  the 
throwaways  and  wise  cracks  that 
made  the  book  zip 
along.  (Penguin 
HighBridge  Audio. 
3  hours.  $15.95.)  The 
abridger  kept  the 
"plot,"  which  cen- 
ters around  the 
rivalry  between  two 
New  York  fat  cats,  a 
real  estate  mogul 
with  gigantically 
bad  taste  and  a 
somewhat  flam- 
boyant media  king. 
Two  very  gay  ne'er- 
do-wells  have  been 
drawn  into  the  fray 
and  it  is  their  obser- 
vations on  life  at  the 
top  that  made  this 
worth  reading.  The  narration  by 
Stephen  Bogardus  unfortunately 
seems  over-wrought.  Still,  New  York 
persons  may  find  things  here  to  amuse 
them — while,  say,  dour  New  Engen- 
ders will  miss  the  sizzle  , 
and  spit  of  impious  wit. 

Not  having  read  the 
book  itself,  I  cannot  tell 
you  if  Margaret  At- 
wood's  best-seller,  The 
Robber  Bride,  has  lost 
something  crucial  in 
this  abridgement,  i 
(Bantam  Doubleday  | 
Dell  Audio.  5  hours 
$19.99.  800-223-6834.) 
I  can  say,  however, 
that  what  we  have 
here  is  rather  tri- 
fling. The  "robber  ■ 
bride"  is  Zenia,  a  fl 
femme  fatale  and  ■ 
megabitch  who  was  9 
a  college  mate  of  three 
now-middle-aged  women:  Tony,  a 
tiny  teacher;  Roz,  a  tubby  entre- 
preneur; and  Charis,  a  New  Age 
yoga  coach  and  aura  spotter.  Zenia,  a 
maneater  pure  and  simple,  has  played 
havoc  with  their  men,  who  are  only 
roughly  sketched  lousers  in  trousers. 


The  women's  pleasure  at  attending 
Zenia's  funeral  is  small  compared  to 
their  distress  on  learning  she  has  not, 
in  fact,  died.  For  back  she  pops 
to  pile  on  the  villainies,  until,  splash, 
she  is  dead  again. 
The  book  is  read  in 
confidential,  se- 
ductive tones  by 
the  actress  Blythe 
Danner. 

Elmore  Leo- 
nard's Pronto  adds 
another  fine  speci- 
men to  the  author's 
rich  stock  of  self- 
deluded  dimwits. 
Harry  Arno,  a 
South  Floridian 
medium-weight 
bookie  with  a  60- 
watt  mind,  con- 
templates ditching 
his  long-time,  ex- 
stripper  girl  friend, 
Joyce,  who  at  "around  40"  may  be 
over  the  hill.  (Harry,  himself,  "had 
turned  66  two  weeks  ago.  He  was  the 
same  age  as  Paul  Newman.")  Larger 
concerns  in  the  shape  of  Mafia  trou- 
ble soon  push  this  to  the 
side,  and  Harry 
heads  off  to  Italy 
after  whacking  a 
hit  man.  He  is 
joined  there  by 
Joyce  and  pursued 
by  the  Mob  as 
well  as  a  U.S. 
Marshal  wearing  a 
white  hat.  More 
whackings  occur 
and  Joyce  finds  true 
love.  The  book,  a 
complete  joy,  though 
unfortunately  a- 
bridged,  is  filled  with 
masterfully  sleazy 
dialogue.  It  is  read 
with  cool  crimin- 
ality by  Joe  Manteg- 
na.  (Bantam  Doubleday  Dell  Audio. 
3  hours.  $15.99.)  SS 

Katherine  A.  Powers  is  a  freelance 
writer  and  archivist  who  contributes 
book  reviews  to  the  Boston  Globe. 


Van  Kampen  Merritt 
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Strive  for  hiah  tax-free 


current  income.  Now  is  the  most 

important  time  in  years  to  reach  for  the  higher 
level  of  real  income  that  can  be  yours  with  tax- 
free  investments.  Consider  Van  Kampen  Merritt 
Municipal  Income  Fund,  which  seeks  to  provide 
high  current  income  exempt  from  federal  income 
tax  with  preservation  of  capital. 

Van  Kampen  Merritt  has  one  of  the  largest 
research  teams  in  the  industry  devoted  to 
analyzing  and  assembling  effective  portfolios 
of  municipal  securities. 

You  can  get  started  with  a  low  minimum 
investment  and  enjoy  the  convenience  of  a 
regular,  monthly  check. 


Ask  your  investment  representative  for  a 
prospectus  containing  more  complete 
information,  including  charges  and  expenses. 
Read  it  carefully  before  you  invest. 

Or  call  1-800  DIAL  VKM  ext.  1210 
(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 

VAN  KAMPEN  MERRITT 

MUNICIPAL 

INCOME  FUND 


Van  Kampen  Merritt 

Investing  With  A  Sense  Of  Direction'' 


A  portion  of  income  may  be  subject  to  state  or  local  taxes  and  the  federal  alternative  minimum  tax  (AMT). 
®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


^^iire,  gold's  a  bi 
but  platinum  is  a  sin 
the  ultimate  Dower 


|  E  X  C  E  S  S  0  R  I  E  S  -  H  I S  } 


heavier,  tougher,  r 
th^^ll^rs.  Chahel  has  even 
bottled  the  smelf of  the  stuff 
(they  should  have  named  it 
eau  de  succes).\t's  every  mo- 
gul's first  choice  in  heavy 
metal.  — Mark  Grischke 


Top  to  bottom:  platinum  rimless  eyeglasses,  S450,  by  Cartier,  8oo-cartier.  Platinum  and  pink-gold  cufflinks,  $2,750,  from  a 
collection  of  estate  and  antique  jewelry  at  Camilla  Dietz  Bergeron  Ltd,  New  York,  212-794-0100.  Platinum  foun 
513,500,  by  Montblanc,  800-995-4810.  Egoiste  Platinum  eau  de  toilette,  S45,  by  Chanel,  at  all  Chanel  boutiques  an 
department.stores.  Silk  tie,  $70,  by  Faconnable,  at  Faconnable,  New  York,  and  select  Nordstrom  stores,  800-695-8000. 
I1.uinum.perpetu.il  calendar  watch,  $41,000,  bv  Audemars-Piguct,  at  Cellini,  New  York;  de  Boulle,  Pallas;  Alorays,  Florida;  and 
rradftipnal  Jewelers,  California.  Platinum  plated  ballpoint  pen,  sjo,  from  the  Jewelers  Collection  by  A.T.  Cross,  800-722-1726. 
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MarL  Twai  m's  (great  great  great   great  <grarj.alriepliiew, 
Clint  CI  emems,  wi  Ik  kis  C       k  Mel  ropolilaai  ]B>rief  Bag. 


AN  AMERICAN  LEGACY 

The  Metropolitan  Brief  Bag,  No.  5180,  $3?o.  Enduring  style,  made  of  tine  natural  leather  thai  becomes  more  beautiful  with  time. 
To  order,  or  for  a  complimentary  catalogue,  call  800  262-2411.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 


(excessories-hers) 


Ah,  sweet  whispers  of  spring  that  beckon  after  winter!  Yield  to  the  call:  go  shopping. 
Among  the  garden-variety  accessories,  look  for  hot-house  beauties  like  jeweled  shoes  and 
diamond-studded  butterflies.  These  (we  guarantee)  will  lead  into  temptation.  -Mark  Grischke 

(.■lili  bnuult  Ijiuuttia*,  ;'Jj'j,  undauiuUiit  uroudies,  u-fj-uyj,     .(kit  C/jhh-J  iouti'/u-.-j.  H'udbaib,  ,yj,  am!  fjaOud  iivimimltn,  ji'j-  .y-i,  sit/JlSC  Cut  jig  'J 
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i  and  hero-worship  of  the  impressionable  young. 
Mo  Vaughn  knows  that,  and  even  if  he's  loath  to  agree 
that  he's  a  "role  model,"  his  actions  speak  louder  than 
his  words. 

When  it  comes  to  words  and  kids,  Mo  Vaughn  has 
credibility.  When  a  conservatively  dressed  and  groomed 
white  man  tries  to  stand  up  in  front  of  a  fractious  group 
of  260  middle-school  students,  the  ears  aren't  just  deaf, 
they're  hostile.  Sportswriter  Joe  Fitzgerald  of  the"  Boston 
Herald  knows;  he  tried  it.  But  when  Mo  Vaughn  saunters 
in — dressed  in  baggy  sweats  and  a  shirt  open  to  the 
navel,  flashing  gold  bracelets,  chains,  and  symmetrical 
gold  earrings — he  has  the  kids'  immediate  attention. 
"How  should  I  wear  my  ball  cap?"  he  asks  the  kids. 
"Backwards!"  they  shout.  Backwards  it  is,  street-style,  as 
Vaughn  proceeds  to  hit  up  the  group  with  his  real  mes- 
sage— stay  away  from  drugs,  believe 
in  yourself,  and  stay  in  school 
because  education  is  the  way  out, 
and  up. 

"My  job,"  Vaughn  says  later, 
softly,  "it's  not  just  to  hit  home 
runs.  It's  to  use  the  game  and  my 
love  of  the  game  to  help  the  kids." 

As  far  as  the  local  scribes  are 
concerned,  he's  doing  that  job  just  1 
fine.  "Mo  Vaughn  is  the  real 
McCoy,"  says  Joe  Fitzgerald.  "He's 
not  just  a  great  athlete;  he's  a  great 
guy  who  happens  to  be  a  great  ath- 
lete. I  wish  there  were  100  Mo 
Vaughns."  Dan  Shaughnessy  of  the 
rival  Boston  Globe  agrees:  "He's  eas- 
ily the  Red  Sox's  most  lovable  play- 
er. Kids  love  him.  Fans  love  him.  Older  people  love  him. 
He's  got  a  chance  to  own  this  town." 

He  may  already.  He  was  the  Grand  Marshal  of 
Boston's  Christmas  parade,  and  later  shepherded  250 
Boys  and  Girls  Club  children  to  a  holiday  performance  of 
"The  Nutcracker  Suite." 

If  good  intentions  were  base  hits,  clearly  Mo  Vaughn 
would  be  batting  1.000.  But  that  clout  comes  from  what 
he  does  on  the  field,  not  off.  And  it  hasn't  all  been  a  field 
day  for  Vaughn  in  Fenway,  the  royal  and  ancient  park  he 
calls,  with  some  accuracy,  "the  toughest  place  to  play  in 
America."  When  he  arrived  at  the  start  of  the  '92  season, 
expectations  had  preceded  him — he  was  going  to  be  the 
next  Jim  Rice,  the  next  Carl  Yastrzemski,  the  next  Ted 
Williams.  Instead  he  struggled  early  at  the  plate,  shuttled 
back  and  forth  between  Boston  and  minor-league  affili- 
ate Pawtucket,  and  ended  the  season  at  a  dismal  .234  with 
a  mere  13  homers  and  57  ribbys. 

He  was  angry  and  confused,  misunderstood  and 
maligned  in  the  press.  He  could  have  become  another 
"star  who  wasn't,"  but  for  the  hiring  of  Mik(  Easier  as  the 
Red  Sox  hitting  coach.  A  talented  journeyman  who  spent 
eight  hard-hitting  years  in  the  majors  after  nine  in  the 
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Mo  knows,  say  the 
Boston  fans. 


minors,  Easier  knew  exactly  what  to  do  with  his  gifted 
charge.  They  worked  on  Vaughn's  stance,  his  swing,  his 
preparation  and  his  confidence.  The  results  from  Num- 
ber 42  were  immediate.  Right  from  Opening  Day,  Amer- 
ican League  pitchers  discovered  a  new  and  very  improved 
Mo  Vaughn  at  the  plate,  dining  on  their  deliveries. 
When  the  Red  Sox  went  on  the  20-7  tear  in  July  that 
landed  them  briefly  in  first  place,  it  was  Mo's  .362,  eight- 
homer  clip  that  paced  the  team.  During  the  season, 
Easler's  old  "Hitman"  jacket  became  a  daily  trophy  for 
the  player  who  contributed  the  most  at  the  plate.  The 
jacket  spent  more  time  on  Vaughn's  broad  back  than  on 
any  other  batter's. 

Vaughn  didn't  overlook  his  coach  and  confidant  when 
quizzed  about  his  new  success.  "This  is  not  the  Mo 
,  Vaughn  story,"  he  told  one  sportswriter. 
"This  is  the  Mo  Vaughn  and  Mike 
Easier  story.  Mike  will  never  know 
what  he  did  for  me." 

When  you  contrast  Vaughn's 
\  "mo"-dus  operandi  with  those  of 
some  of  his  peers,  it's  as  if  they  are 
playing  the  game — and  living  their 
lives — on  two  different  planets. 
Think,  for  example,  of  loudmouth 
Darryl  Strawberry,  or  of  firecracker- 
hurler  Vince  Coleman,  or  of  public 
flakes  Jose  Canseco  or  ex-New 
York  Yankee  Pascual  Perez.  Fizzled 
talents  all,  who  have  dragged  the 
game  down  in  the  public's  eyes. 
Here's  Mo  on  his  career  ambitions: 
"I  want  to  be  remembered  as  a  per- 
son who  played  hard  every  day,  and 
cared  about  winning,  and  helped  the  kids  and  people 
who  are  not  as  fortunate  as  I  am." 

At  the  same  time,  this  is  no  self-righteous  straight 
arrow.  He  takes  a  prime  position  in  the  thick  of  things 
on  the  rowdier  of  the  two  Red  Sox  buses.  Manager 
Butch  Hobson  describes  a  spirited  young  guy  in  front  of 
his  locker,  dancing  to  the  rap  music  booming  through 
his  headphones  while  teammates  slap  his  shaven  head 
for  luck. 

If  the  Red  Sox  are  ever  to  escape  the  curse  of  the  Bam- 
bino— they  haven't  won  a  World  Series  since  Babe  Ruth 
was  traded  to  the  Yankees  in  1918 — they  will  need  the 
maximum  out  of  a  club  which,  on  paper,  isn't  as  deep  as 
the  World  Champion  Toronto  Blue  Jays,  or  the  newly 
fortified  Baltimore  Orioles.  What  will  they  need  from 
their  star  first  baseman?  Only  the  same  kind  of  numbers 
as  last  season — or  better — the  doubles  and  homers  and 
multi-hit  games  that  keep  the  Red  Sox  on  the  right  side 
of  the  win  column,  and  the  fans  lining  up  for  tickets  to 
Fenway. 

As  for  us  diehard  fans  who  think  there  really  is  some- 
thing sacred  about  the  national  pastime?  Well,  we'll  be 
happy  if  Mo  Vaughn  just  stays  as  sweet  as  he  is.  £ 
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By  Duncan  Christy  and  Mark  O'Donnell 


October  10, 1995 


(MSDUUUUUUUUUUDE! 

Two  California  teenagers  quest  for  the  mean- 
ing of  their  existence.  With  English  subtitles. 

GOING  BALLISTIC— Talk 
Disgruntled  postal  workers  discuss  their 
weapons  of  choice  with  G.  Gordon  Liddy. 
d89) MEASURE  FOR  MEASURE— Educational 
Hectares — how  big  are  they  really?  Getting  a 
grip  on  rods.  Flagons — the  English  vs.  the 
French. 

(290) THE  GRAFFITTI  CHANNEL 
(^i)  PAST  LIVES  OF  THE  RICH  AND 
FAMOUS 

Host:  Shirley  MacLaine. 

d?2)  BOOKS  ON  VIDEOTAPE  CHANNEL 

"Truman"  (896  pp.).  Page  after  slowly  turned 
page  of  David  McCullough's  biography  of  the 
late  President,  for  readers  without  shelf  space 
for  actual  books. 

d?3)  SUMO  CUM  LAUDE— Comedy 

Konishiki  tries  the  Pritikin  diet,  with  disastrous 
results.  Konishiki:  himself.  Dr.  Pritikin:  Richard 
Chamberlain. 

d?I) THE  BUDGET  TRAVEL  CHANNEL 

Local  public  swimming  pools;  great  play- 
grounds around  the  U.S;  unleaded  regular — it's 
just  as  good. 
HID  POLE  TO  POLE 

Zbigniew  Brzezinski  discusses  common  mis- 
spellings of  his  name. 
(296)  AMERICA'S  MOST  AMATEURISH 
HOME  VIDEO  CHANNEL 
"Et  tutu,  Brute":  Kindergarten  ballet  round-up. 
C297)THE  TRAFFIC  CHANNEL 

(298)  THE  PEDESTRIAN  CHANNEL 

(299)  DOWN  THE  FAIRWAY 

Former  Vice  President  Dan  Quayle  talks  to 
host  Arnold  Palmer  about  his  recent  decision  to 
forsake  politics  for  the  Senior  Tour. 
STOPPER:  THE  NEXT  GENERATION 
"Virtual  reality"  George  and  Marian  bedevil 
Topper  during  an  important  sales  conference. 
Topper:  Alan  Thicke. 


For  details  of  movies  on  premium  channels,  see  page  4277 
Program  grid  appears  on  pages  1507-1521 


doSTHE  CORRECT  TIME  CHANNEL 
@Q2)OLD  NEWSREEL  NETWORK 
(303)OLD  DRIVER'S  ED  TRAINING  FILM 
NETWORK 

"The  Last  Prom"  (1954).  :30.  (Graphic  violence). 

@04) HOME  BROWSING  CHANNEL 

Interesting  merchandise  displayed  with  no 

number  to  call. 

dog  VIRTUAL  REALITY 

"Carlsbad  Caverns."  (Footwear  and  flashlights 

recommended.) 

m  SEXUAL  TECHNIQUE  CHANNEL 

Guest  Robin  Byrd  shows  Carolyn  and 
Bernadette  how  to  massage  spouses  as  if  they 
were  total  strangers. 
(307)  PUBLIC  AFFAIRS  CHANNEL 
"Whither?"  (Jesuitical  discussion).  Supreme 
Court  Justice  Mario  Cuomo  and  former  Cardi- 
nal John  O'Connor  debate  the  use,  and  indeed 
the  existence  of,  asbestos. 

m  (3Q8)  MONEY  MONEY  MONEY 

Wealth  creation  in  the  21st  century.  Host:  Ivan 
Boesky. 

m  (309)THE  JOBS  CHANNEL 

1,000  laid-off  space  workers  are  retrained  to 
create  karaoke  tapes  for  export  to  China. 

$  310STHE  CURRENCY  CONVERSION 
CHANNEL 

"Penny  wise  and  pound  foolish."  Francs  and 
centimes  and  how  they  become  yen. 
•  dDTHE  POETRY  OF  MONEY 

Lead  underwriters  from  Goldman,  Sachs  and 

Bear,  Stearns  read  from  their  recent  work. 

(3i2)THE  DOG  BARKING  TO  DETER 

BURGLARS  CHANNEL 

(Different  breeds.) 

m  FAMILY  AFFAIR— Game 

Host:  Woody  Allen. 

diSTHE  LATIN  CHANNEL— Historical 

Spectaculum  magnum  valde.  Hospes:  Edvar- 
dus  Sullivanus  Publius. 
(SSTHE  ALL-NITE  DELI  SECURITY  CAM- 
ERA NETWORK 

Highlights  from  around  the  nation. 
(HEARTS  AND  CRAFTS  NETWORK 

"Doodling  With  The  Gipper."  Former  President 

Ronald  Reagan  shares  some  of  the  thousands 

of  doodles  he  drew  during  his  White  House 

years,  and  recommends  felt-tips.  (Repeat.) 

miHE  HIGH  SCHOOL  EQUIVALENCY 

CHANNEL 

Study  hall  (120  min.) 

mTHE  IN  VITRO  CHANNEL 

Tonight:  eggs  over  easy. 

m  BEVERLY  HILLS  90210 

When  Luke's  hair  loss  accelerates  abruptly,  the 

rest  of  the  cast  search  for  the  hairs  in  sexy 

locations  around  L.A. 

(l2o)  NEO-NAZI  CHANNEL— Hate 

Drinking  songs  of  the  Fourth  Reich.  Host:  Kurt 

Waldheim. 


I  VAN  A  TRUMP'S 
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Host  Ivana  shows  you  how, 
with  a  lit  tie  luck  and  the  right 
career  decLfioiu,  you  can  be  just 

her!  Tonight  on  Channel  419  at  9. 
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(US THE  VOLLEYBALL  CHANNEL. 

"Power  spiking."  Is  your  sun  block  strong 
enough? 

d22]BUTTAFUOCO  UNBOUND— Comedy 

Joey  succeeds  in  having  the  statutory  rape 
laws  abolished.  His  dumb  friend  Tony  is  then 
arrested  making  love  to  a  statue.  Tony:  Joe 
Pesci. 

(HD  MUTANT  NINJA  TURTLES— Action 

The  boys  search  out  competitive  rates  on  CDs, 
but  Donatello  is  kidnapped  by  unscrupulous 
bank  officers. 

(324)  NEWS  FOR  THE  FAINTHEARTED  NET- 
WORK 

Upbeat  headlines  only. 
M) LINGUA  FRANKA 

Hosts  Frank  Gifford  and  Frank  Deford  interview 
Frank  Sinatra;  Dr.  Frank  Field;  White  Sox  slug- 
ger Frank  Thomas;  Frank  Perdue;  and  Con- 
gressman Barney  Frank. 
dH]  FULL  HOUSE 

The  whole  house  is  pre-menstrual,  including  a 
precocious  Michelle  ("Thympathetic  PMeth"). 
When  Danny  makes  a  clumsy  joke  about  it,  he 
is  forced  to  spend  the  entire  episode  pathetical- 
ly repenting.  Grand  Inquisitor:  Faye  Dunaway. 
(Hz]  WOLVES  WHO  RUN  WITH  THE 
WOMEN— Male 

Warren  Beatty  reminisces  about  his  girlfriends 

during  his  brief  marriage  to  Annette  Bening. 

Host:  Peter  Jennings. 

(US THE  ZIP  CODE  CHANNEL 

(US  GOOD  HAIR  DAY 

Louis  Rukeyser,  Herbert  Haft  and  Fabio  share 
grooming  techniques  with  host  Boris  Yeltsin. 
So)  PAY  THE  PIPER!— Comedy 
A  bagpiper  seeks  fame  and  fortune  in  New 
York.  Angus:  Bob  Forbes. 
m  THE  RELENTLESS  BIG  COOL  EXPLO- 
SIONS NETWORK 
(US  HIGHLIGHTS  OF  CHANNEL  7 
d3S  INFORMATION  411— Action 
William  Shatner  successfully  contacts  old 
acquaintances  in  Davenport,  Iowa;  Santa  Fe, 
New  Mexico;  Spokane,  Washington. 
333  MODEL  CITIZENS 

Christy  Turlington  develops  a  cure  for  ovarian 
cancer.  Lauren  Hutton  improves  fish  spawns 
off  the  Georges  Bank.  Iman  brings  down  a 
totalitarian  regime  in  Nigeria. 
(334)  EXHUMED!— Interactive 
Viewers  help  T.S.  Eliot  rewrite  "The  Waste- 
land" so  that  more  people  can  understand  it. 
GOS  WEATHER — OR  NOT— Interactive 
What  if  it  had  never  stopped  raining  in  the  Mid- 
west in  1993? 

m  YOU  CAN  DO  THAT  ON  TELEVISION!— 
Interactive. 

G9  diSTHE  EMPOWER  HOUR— Inspiration 

Dare  to  be  great,  while  consuming  only  as 
much  of  the  Earth's  non-renewable  fuel 
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Vanna  White 


MOVIE  (CC)********V2 
10  PM  (147) 

TV  Movie:  VANNA  KARENINA 

In  this  rather  free  adaptation  of 
the  Tolstoy  classic,  Vanna 
stars  as  Karenina,  the  glam- 
orous assistant  on  a  Russian 
game  show.  Locked  into  a 
loveless  marriage  with  the  iron- 
fisted  Karenin  (Aleksander  Solzhenitsyn— TV  debut), 
she  becomes  smitten  with  one  of  the  contestants, 
Vronsky  (Boris  Becker).  Her  scheme  to  send  him 
clues  unravels,  though,  when  she  is  noticed  sub- 
vocalizing  the  hidden  messages.  Unmasked,  they 
flee,  touring  glamorous  Western  locations  before 
Vronsky  throws  her  over.  Despondent,  Vanna  enters 
a  nunnery  which  she  then  remodels  into  a  successful 
spa.  Her  memoirs,  and  a  spa  cookbook,  make  her  a 
wealthy  celebrity  whose  return  to  the  motherland  is 
marred  only  by  the  news  that  Karenin  has  thrown 
himself  under  a  train.  60  min.) 


sources  as  the  average  Bangladeshi. 
O  (340  PRINCESS  VALIANT— Cartoon 
©  (Mil  PC.  BLUE— Action 

Birkenstock  and  Granola  fight  to  wipe  racial 

epithets  off  of  our  nation's  streets. 
O  (342)  UP  WITH  PEOPLE  OF  COLOR— 

Singalong 

Non-competitive  songs  of  meaningful  coopera- 
tion. Host:  Raffi. 
©  (343] THE  TOFU  CHANNEL— Culinary 

Exciting  recipes,  including  a  non-alcoholic, 
semi-solid  martini, 
d®  LE  TELEVISEUR  FRANCAIS 
"Pouah!"  Chic,  insufferable  people  mock  Amer- 
ican culture  as  they  smoke  Marlboros  on  the 
way  to  Graceland.  (Repeat.) 

(345]  Epy  KrblblLUCjDT  CpcfcTTVA 

bcpKnye  em  bdp«nye  u,Luep  l/lLUKiubi  HyqebiLUT 
-  pmu,  em,  3Lucn  dp  KUJ3y  udpeyKbynmT. 

(346)  L.I 


(HZ)  TT]£  rp££K  Xr\CWV£k 

loXavd  Xi$e:  r|oco  to  (jnvav/e  tt|oct  ae%?i\)5£5 
loXavb  youG3e  aA.coavj/a  coavxeS. 

(348)  THE  REAL  MAN'S  NETWORK 

"Iron  Skillet."  Robert  Bly  shows  you  how  to 
make  grizzly  bear  piccata,  and  select  a  wine  to 
accompany  it. 

(349)  AGING  BOOMERS  WITH  SPECIAL 
NEEDS 

dig]  "LEVITY-TOWN" — Movie 

(1994)  When  a  Long  Island  tract  development 
is  bathed  in  an  alien  ray,  an  entire  race  of 
comedians  is  created.  Many  become  members 
of  the  Harvard  Lampoon.  Jor-EI:  Alan  King. 
dsT]  BIOSPHERE  2000— Soap 
Thinning  oxygen  causes  Larry  to  become 


jesday 
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For  details  of  movies  on  premium  channels,  see  page  4277 
Program  grid  appears  on  pages  1507-1521 


impotent.  Randy  and  Randi  discover  that 

they're  long-lost  siblings — will  this  jeopardize 

Randi's  pregnancy?  Leah  sabotages  Jamie's 

botanical  experiments. 

(352)  HELL'S  KITCHEN— Culinary 

(HI)  OLD  TV  COMMERCIALS  NETWORK 

Alka-Seltzer.  VW  Beetles.  Levy's  Rye  Bread. 

Host:  Dick  Cavett. 

(354)  HOME  SHOPLIFTING  CHANNEL— 
Interactive. 

(355]  "SLIPPERY  WHEN  DEAD" — Movie 

This  unexceptional  1994  potboiler  was  made 
infamous  when  star  Sharon  Stone  was  killed 
by  some  inadvertently  overheated  Vaseline. 
Roy  Scheider,  Kevin  Dillon,  Andrea  Marcovicci. 
(l56)THE  DISNEY  CHANNEL— Animation 
"Lord  Of  The  Flies."  Piggy  has  a  tea  party,  and 
everyone  apologizes  for  being  thoughtless. 
The  Wildlife:  The  Care  Bears. 
(357)THE  TRADE  SCHOOL  CHANNEL 
"Arc  Welding  For  Beginners."  (1 ,390  min.) 
(358]  IQ  BLUES— Action 

When  a  puzzling  fluctuation  develops  in  the 
gravity  of  Sirius,  the  team  is  called  in.  Paco: 
Carl  Sagan.  The  Professor:  Stephen  Hawking. 
(35DC-SPAN 

Senator  Schwarzenegger  mocks  out-of-shape 

Members  of  Congress. 

(36o)C-SPAN 

Senator  Daniel  Patrick  Moynihan  explains  how 
he  finds  the  time  to  write  all  those  books  and 
articles  while  fulfilling  his  duties  as  a  Senator. 
(HE) COURT  TV 

The  George  Steinbrenner  assassination  trial. 

(362]E! 
@63]  F! 
(3641G! 

(M] THE  ABSTRACT  PRETTY  PATTERNS 
CHANNEL 

"A  Spectrum  Of  Spirals."  (240  min.) 
(366]THE  AQUARIUM  CHANNEL 

The  guppy  dies.  Bubbles  continue  to  emerge 
from  the  diver.  New  gravel  is  added  safely. 
(363THE  EXTREMISTS  CHANNEL 

Gun-running  and  terrorist-plotting  announce- 
ments. 


correction 


An  item  in  last  week's  TVGuide  which 
read:  (353)  TALK  TALK  TALK— Talk: 

'The  Talkiness  Of  It  AIL'  New  York  City  Benno 
Mayor  Rudolph  Giuliani,  Dr.  Joyce  Schmidt 
Brothers  and  Marilyn  Quayle  deplore  current  trends 
on  television.  Moderator:  Benno  Schmidt."  was  incor- 
rect1 '  titled.  It  should  have  read  "The  Tackiness  Of  It 
All."  Ve  regret  the  error,  although  Neilsen  ratings 
show     j  no  one  actually  watched  the  program. 


(368] THE  RELIGION  NETWORK 

"The  Lord  Is  My  Detective."  Rev  Travis  ex- 
plains that  Jesus  is  tailing  you,  and  He  has 
photos! 

dM)  CHRISTIAN  BODYBUILDERS— 
Religious/  Self-Improvement 

John  Paul  II  shows  you  how  to  heft  those  earth- 
ly burdens  to  tighten  lats  and  abs. 
dzo] TOTS  LANDING— Soap 
Caitlin  pushes  Conor  down  the  stairs,  and  then 
frames  the  nanny.  Elizabeth  steals  Ethan's 
pennies  to  support  her  Pez  addiction.  Dad  falls 
asleep  watching  the  children — again. 
m  "ARE  YOU  OKAY?"— Movie 
The  cast  of  "thirtysomething"  reunites  to  define 
the  Zeitgeist  of  the  '90s.  Theme  song  by  Randy 
Newman:  "Whine  Spectator." 
GLITTERATI 

The  straight  poop  from  Siamese  and  Persians. 
(3Z3)THE  BLUE  CHANNEL 
(^SENIOR  CITIZENS'  CHANNEL 

"Remembering  Woodstock." 

(375)  NOT  NECESSARILY  NOT  THE  NEWS 

Chevy  Chase,  Dennis  Miller,  John  Tesh. 
(3Z6]THE  FOREIGN  MOVIE  CHANNEL 

"Breadfruit  And  Frederica"  (1962).  A  disturbed 
old  grocer  and  a  nonexistent  teenager  seem  to 
spend  an  uneventful  winter  day  in  a  parking  lot, 
but  it  may  all  be  an  illusion  in  a  young  seminar- 
ian's mind.  Vespa  Venal  and  Molto  Piccolo. 
(150  min.) 

M)THE  COCA-COLA  CHANNEL 
dz8]  "I  SPA"— Comedy/Adventure 

Kelly  (Robert  Culp)  and  Scottie  (Bill  Cosby) 
face  the  facts:  they're  just  too  fat  to  be  credible 
as  spies.  Instead,  they  buy  the  Canyon  Ranch 
and  start  over  again  as  spa  operators. 
m  ASEXUAL  SELF-HELP  CHANNEL 
"The  Hobby  Hut."  Delbert  rebuilds  the  bird- 
house. 

(3?g]  ALL-BLOOPER  CABLE  NETWORK 

Outtakes  considered  too  inane  for  network 
blooper  shows. 
(^OBITUARY  CHANNEL 
Scheduled:  Bob  Hope,  Drew  Barrymore,  and 
victims  of  the  Tampa  plane  crash, 
(sag  LAB  TALK— Discussion 
Guest  host  Kathie  Lee  Gifford  interviews  Lab- 
rador Retrievers  and  their  owners  for  tech- 
niques to  control  that  awful,  unexpected  farting. 
(383)  NARROW  WORLD  OF  SPORTS 
Dead-of-night  Boulder  Rolling — the  Dial  Soap 
Invitational  from  Sisyphus,  Saskatchewan. 


Mark  O'Donnell  is  a  playwright  and  poet 
whose  most  recent  collection  is  Vertigo  Park  And 
Other  Tall  Tales  (Knopf).  Duncan  Christy 
is  the  author  o/'Let's  Get  Naked,  a  series  of  essaysi 
about  nudism  (Ersatz  Press). 
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Barbara  Nabs  Rehabbed  Barney 

Barbara  Walters  has  won 
the  prize:  Barney  the  dino- 
saur will  give  his  first  inter- 
view since  leaving  the  Betty 
Ford  Clinic  to  "20/20."  It's 
set  to  air  10/13  at  10  p.m. 

ABC  spokesperson  Vicki 
Rogers  announced  that 
there  will  be  a  special  repeat 


Barbara 


Barney 


NEWS 


Olsen  Twins  Mull  Bid  for  CBS 

Mary  Kate  and  Ashley  Olsen,  the  phenomenally  suc- 
cessful stars  of  the  sitcom  "Full  House,"  are  consider- 
ing a  bid  for  CBS. 

Hurt  by  the  departures  of  stars  David  Letterman  to 
Hollywood  and  Candice  Bergen  to  politics,  the  troubled 
network  has  been  the  subject  of  on-again,  off-again  ne- 
gotiations for  most  of  the  year. 
CEO  Laurence  Tisch  was  seen 
lunching  late  last  week  with  one  of 
the  twins  at  the  Four  Seasons,  and 
the  session  looked  productive, 
observers  report.  He  was  heard  to 
purr,  "But  I'm  old  enough  to  be 
your  great-grandfather!"  at  one 
point;  she  rubbed  his  head  tenderly. 

Insiders  say  the  deal  would  turn 
on  the  FCC  allowing  the  9-year- 
olds,  still  subject  to  child  labor  laws, 
to  run  a  network.  Olsen  lawyer 
Charles  Stewart  Dubow  was  said 
to  be  exploring  a  deal  which  would 
count  the  two  as  one  person;  their 
combined  age  of  18  would  qualify 
them  for  the  CEO  spot. 

One  potential  snag:  a  tough 
Morley  Safer  "60  Minutes"  segment 
on  the  twins'  reported  penchant  for 
using  Magic  Markers  to  scrawl 
obscenities  on  the  walls  of  their  par- 
ents' home,  set  to  air  next  month. 


of  the  Friday  night 
Barney  segment  on 
Saturday  morning  to 
allow  more  children  to 
view  the  big  purple  guy's 
return.  (Look  for  local 
listings.) 

The  interview  is 
expected  to  focus  on 
Barney's  stunning  fall 
from  grace  last  year, 
capped  by  the  episode  in  which  he 
got  carried  away  with  his  "prehis- 
toric" roots  and  attempted  to 
devour  two  young  cast  members. 
He  entered  Betty  Ford  immediate- 
ly after. 

Barbara  says  she'll  ask  "my 
usual  tough  questions." 


FCC  Green-Lights 
Smoking  Channel 
After  All 

Over  the  direct  objections  of 
President  Hillary  Rodham 
Clinton,  the  FCC  has  approved 
"The  Smoking  Channel."  The 
channel,  which  features  men 
and  women  in  lifestyle  situa- 
tions contentedly  smoking, 
had  found  a  surprisingly  large 
audience  before  drawing  Clin- 
ton's wrath,  and  a  Justice  Dept. 
review  of  its  license.  In  the 
wake  of  the  decision,  TSC 
says  it  will  offer  an  interactive 
feature  which  can  artificially 
generate  pipe,  cigar  or  ciga- 
rette smoke. 


SERIES 


Is  it  a  coup  for  "For- 
tune 500  Squares?" 

The  game  show,  which 
features  deposed 
Fortune  500  CEOs 
answering  humorous 
business  questions 
("What  is  the  money 
supply,  and  how  can  I 
get  some?"),  will 
have  Ross  Perot 
guest  host  later  this 
year.  What's  in  it  for 
Perot?  For  once,  the 
talkative  billionaire 
isn't  saying.  "Hell, 
maybe  I  just  want 
to  remind  those 
peckerheads  that 
I've  got  a  job  and 
they  don't,"  says  the 
Dallas  maverick.  © 


The  Longest  Lunch 
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i  U  U  w,  we've  organized  a  week's  visit  into 
a  pair  of  touring  circuits,  with  forays  from 
two  recommended  bases  of  operation.  Best 
restaurants  are  highlighted  along 
the  way,  in  the  categories  of  one- 
star,  two-star,  most  fetching  and 
suavest  rip-off. 

CAEN,  BAYEIJX,  AND 
Tills  D-DAY  BEACHES 

Lodging-Friendliest  ChAteau: 
Located  between  Caen  and  Bayeux, 
the  Chateau  d'Audrieu  is  a  comfort- 
able base  for  excursions  to  those  cities 
as  well  as  to  the  D-Day  beaches.  The 
Chateau  combines  18th-century  stateliness 
and  family-style  cordiality,  doubtless  owing 
to  the  solicitude  of  the  owners,  M.  and 
Mme.  Livry-Level,  who  can  trace  their 
fiefdom  back  to  the  time  of  William  the 
Conqueror.  Family  heirlooms  decorate  the 
sitting  rooms,  as  well  as  the  seven  suites  and 
23  guest  rooms  ($i62-$325,  calculated  at  5.8 
French  francs  per  U.S.  dollar;  aim  for  the 
mid-sized  doubles  beginning  at 
$258).  Madame  arranges  flowers  in 
each  of  the  salons  and  frets  that 
recent  rains  have  wilted  her  beloved 
gardens.  Her  daughter  brings  fresh 
breads  each  morning,  and  makes 
sure  you  have  something  to  eat 
before  you  catch  an  early  flight 
home.  A  few  staff  members  serve 
double  duty:  the  sommelier  carries 
your  bags,  and  the  maitre  d'  fusses 
over  breakfast.  The  personable  man- 
ager, Mme.  Vallee,  helps  you  plan 
your  day,  recommending,  for  exam- 
ple, a  visit  to  the  neighboring  Abbey 
of  Juaye-Mondaye,  whose  white- 
robed  monks  preside  over  an 
exquisite  Sunday  mass. 

Audrieu  is  roughly  in  the  middle 
of  nowhere,  so  once  you've  settled  in 
after  a  day  of  sightseeing  you're 
reluctant  to  head  back  into  traffic  for 
an  evening's  entertainment.  Isolation  has  its 
advantages,  though.  For  one  thing,  there  are 
jogging  trails  and  a  swimming  pool  set  in  50 
acres  of  wooded  parkland,  and  the  manage- 
ment can  arrange  for  golf,  tennis  and  horse- 
back riding  close  by. 

The  other  consolation  is  a  terrific  restau- 
rant downstairs.  The  decor,  like  the  maitre 
d's  coat,  is  a  tad  frayed  around  the  edges,  the 


Mercifully  undamaged 
by  the  Allied  invasion: 

the  Romanesque 
Abbaye  aux  Hommes 
in  Caen. 


Chef  Michel  Bruneau 
at  the  best  restaurant 

in  Normandy:  the 
two-star  La  Bourride 
in  Caen. 


wine  list  skeletal,  the  food  presented  with 
out  fanfare:  all  of  which  explains  why  Chef 
Alain  Cornet's  cuisine  will  probably 
never  gain  the  second  Michelin  star  it 
so  obviously  merits,  and  why  the 
house  cannot  persuade  a  representa- 
tive from  Gault  Millau  to  come  back 
for  a  second  taste.  Yet  the  kitchen 
turns  out  some  of  the  most  subtle 
and  complex  food  in  Normandy.  To 
wit:  oyster  parcels  with  smoked 
salmon  and  beetroot.  Pigeon  with 
black  olives  and  basmati  rice. 
Grilled  langoustine  in  a  silken 
sauce  enriched  with  beef  marrow 
and  vanilla.  Chicory  ice  in  a  chocolate  shell. 
The  house  is  also  refreshingly  liberal  in  mat- 
ters of  sharing  courses  and  substituting 
dishes  on  the  set  menus.  You  can't  go  wrong 
with  the  demi-pension  plan  here.  (Tele- 
phone: 31-80-21-52;  fax:  31-80-24-73. 

Best  Touring  Routes  From  Audrieu: 
Caen  is  one  of  those  sprawling,  traffic- 
bound  cities  in  which  a  car  is  both  absolute- 
ly necessary  and  utterly  useless.  For  much  of 
your  sightseeing,  it's  wiser  to  ditch 
your  wheels  near  the  castle  at  the 
center  of  town,  and  navigate  on  foot. 

About  three-quarters  of  Caen  was 
leveled  in  1944,  and  the  fortress  of] 
William  the  Conqueror,  which 
stands  guard  over  the  city,  suffered 
its  share  of  damage.  The  buildings 
of  the  citadel  have  since  been 
restored,  and  a  peaceful  garden 
planted  within  its  ramparts.  The 
complex  houses  an  impressive  fine 
arts  museum  (recently  closed  for 
repairs)  and  a  museum  of  the 
regional  arts  of  Normandy.  The 
ramp  from  the  citadel  leads  back 
down  to  the  church  of  St.  Pierre, 
remarkable  for  its  richly  ornamented 
exterior;  a  walk  up  the  shaded  Rue 
des  Chanoines  takes  you  to  the 
Abbaye  aux  Dames  and  its  Ro- 
manesque church.  Save  the  best 
sightseeing. for  last,  and  drive  across  town  to 
visit  the  Abbaye  aux  Hommes,  mercifully 
undamaged  during  the  war.  The  Roman- 
esque austerity  of  the  Abbaye  ought  to  clash 
architecturally  with  the  slender  Gothic 
spires  of  its  church  of  St.  Etienne,  but 
somehow  the  two  epochs  work  together  to 
form  one  vast  and  harmonious  sculpture. 
Few  streets  of  old  Caen  survived  the 
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bombing.  One  tiny  preserve  near  the  castle, 
the  Quartier  du  Vaugueux,  has  been  reborn 
as  restaurant  alley,  the  most  illustrious  con- 
stituent of  which  is  arguably  the  Best 
Restaurant  in  Normandy:  La 
Bourride  is  a  model  of  Norman- 
inspired  cooking  and  decor,  with  its 
stone  and  timbered  walls,  burnished 
beamed  ceilings  and  roomy  fireplace. 
Emanating  from  the  spotless  kitchen 
(if  you  linger  long  enough,  you  may  get 
a  tour)  are  dishes  that  please  the  imag- 
ination as  much  as  the  palate:  try  oyster 
tartare  on  a  fan  of  green  apples,  or  veal 
weirdly  teamed  with  ormeau,  a  prized 
local  mollusk.  A  dessert  plate  plays 
variations  on  the  theme  of  apple:  in  a 
tarte,  an  acidic  sherbet,  a  thin  purse  of 
dough.  The  restaurant's  two-star  status 
reflects  not  only  Michel  Bruneau's 
inventiveness  in  the  kitchen  but  his 
wife  Francoises  management  of  the 
intimate  dining  room,  and  the  finesse 
of  the  extensive,  moderately  priced  wine  list, 
strongest  on  the  wines  of  Bordeaux  and 
Alsace.  $33  prix  fixe  for  lunch,  and  menus 
from  $50  to  $72.  (Telephone:  31-93-50-76; 
fax: 31-93-29-63.) 

As  for  another  regional  specialty,  the 
Best  Shellfish  Plateau:  On  your  tour  of 
the  D-Day  Beaches,  drive  a  few  miles  west 
on  D514  from  Arromanches  to  La  Marine, 
in  the  little  fishing  village  of  Port-en- 
Bessin.  Try  to  reserve  a  window  table  over- 
looking the  quai,  and  book  well  in  advance, 
as  the  place  is  justifiably  popular 
with  the  locals,  particularly  for 
Sunday  lunch.  (Telephone:  31- 
21-70-08.) 

(Also  minutes  from  Audrieu 
is  the  Forbes  Chateau  de 
Balleroy.  Built  in  1626,  it  was 
one  of  Mansart's  (he  of  rooftop 
fame)  early  commissions.  For 
30  francs,  you  can  take  a  guid- 
ed tour,  as  well  as  visit  the 
adjacent  balloon  museum. 
Closed  Wednesdays.  Tele 
phone:  31-21-60-61.) 

Best  War  Museum:  Before  making  your 
pilgrimage  to  the  Landing  Beaches,  you 
owe  yourself  a  visit  to  the  Memorial  de  la 
Bataille  de  Normandie,  on  the  Esplanade 
General  Eisenhower  at  the  outskirts  of 
Caen.  This  is  by  far  the  most  comprehensive 
and  riveting  among  the  many  muse'es  du 


The  memorial  obelisk 
at  Utah  Beach,  along 
the  Calvados  Coast. 


The  American 
Cemetery,  on 
a  cliff  overlooking 
Omaha  Beach. 


debarquement  in  the  region;  completed  in 
1988,  its  installations  are  state-of-the-art. 
Allow  two  to  three  hours  for  the  self-guided 
tour.  A  time  line  spirals  down  several 
exhibition  levels,  propelling  you 
through  history  via  montages  of 
posters,  uniforms,  weapons,  maps, 
photos,  videos,  speeches  and  songs  of 
the  era.  Most  gripping  of  all  is  a  short 
film  presentation  of  the  events  of  D- 
Day,  juxtaposing  footage  recorded  by 
the  Allied  and  German  forces. 

The  museums  of  the  area  provide 
historical  context,  but  nothing  quite 
prepares  visitors  for  the  sight  of  the 
Landing  Beaches  along  the  Calvados 
Coast.  The  blue  sky  above  Utah  Beach 
is  pierced  by  a  memorial  obelisk.  Rust- 
ed barbed  wire  defends  the  serenity  of 
Omaha  Beach,  where  bunkers  are  half- 
obscured  in  the  dunegrass.  In  the  sea  at 
Arromanches  one  can  still  glimpse  con- 
crete remnants  of  the  most  incredible 
engineering  feat  of  the  war:  the  floating 
"Mulberry"  harbors  that  were  towed  across 
the  Channel  from  England  to  serve  as 
artificial  ports  for  the  Allied  fleet.  Follow  the 
clearly  marked  route  along  D514  from  Arro- 
manches to  Omaha,  and,  if  you  have  time, 
continue  on  to  Pointe  du  Hoc,  site  of  the 
Rangers'  assault.  Stop  at  the  American 
Cemetery,  burial  site  of  over  9,000  American 
war  dead,  commemorated  by  stark  rows  of 
white  grave  markers  on  a  cliff  overlooking 
Omaha  Beach. 

Bayeux  was  the  first  French  town  to  be  lib- 
erated, and  as  a  result  emerged 
with  its  architecture  and  its 
character  intact.  At  the 
center  of  town  stands  its 
fine  Norman  Gothic  cathe- 
dral, around  which  cluster 
some  lovely  old  narrow 
streets,  as  well  as  a  pedestri- 
an mall.  By  all  means  visit 
Bayeux  on  a  Saturday,  when 
you  can  spend  the  morning 
at  the  weekly  market.  No 
visit  to  Normandy  would  be 
complete  without  this  activi- 
ty. Cages  of  live  game  line  one  side  of  the 
Place  St.  Patrice;  flower  stalls  grace  the  oppo- 
site side;  and  between  them,  teeming  lanes  of 
sellers  urging  "Profitez,  Mesdames  et  Messieurs" 
offer  up  radish  bouquets,  fat  oysters  d'Isigny 
on  nacreous  beds,  slices  of  muskmelon  drip- 
ping with  juice. 
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But  of  course  you've  come  to  town  to  see 
the  Bayeux  Tapestry.  It  is  housed,  with 
excellent  explanatory  displays,  in  the  Centre 
Guillaume  Le  Conquerant.  In 
the  whole  of  Western  art  there 
is  nothing  quite  like  this  nth- 
century  project:  a  panoramic 
history  of  the  Battle  of  Hast- 
ings recorded  in  inexhaustible 
detail,  all  58  panels  embroi- 
dered in  woolen  yarn  on  2 
230-foot  length  of  linen.  His- 
torical and  domestic  scenes 
alternate  in  a  gorgeous  out- 
pouring of  wit  and  psycho- 
logical acuity — along  with 
some  delightfully  naughty 
bits  in  the  margins. 


II 0  N  FLK IJ  It  - 1)  EA IJV I LLE  -  T  RO  U  V I LLE 

Lodging-Best  Snooty  Relais:  For  tour- 
ing the  eastern  reaches  of  the  Calvados 
coast,  La  Ferme  Saint-Simeon  in  Honfleur 
makes  a  snug  home  base.  Travelers  with  a 
hankering  for  surf  and  nightlife  might  elect 
instead  to  stay  nearer  the  action,  at  one  of 
the  imposing  old  hotels  of  Deauville.  The 
Normandy  and  the  Royal,  woolly  mam- 
moths that  squat  tusk  to  tusk  on  the  cele- 
brated boardwalks  of  Deauville,  have  man- 
aged to  retain  much  of  their  former 
grandeur.  Keep  in  mind,  though,  that  these 
behemoths  have  sustained  high  vacancy 
rates  of  late,  and  some  of  their  300+  rooms 
could  stand  refurbishing. 

In  the  mid-i9th  century,  Eugene  Boudin 
and  his  fellow  painters  congregated  at  the 
inn  of  Saint  Simeon  above  Honfleur.  Lured 
by  the  clear  Norman  light,  the  likes  of 
Courbet,  Bazille  and  Pissarro  would  gather 
under  the  apple  trees  of  the  farm,  clucked 
over  by  the  jolly  patronne.  Nowadays,  the 
Ferme  is  a  haven  for  the  rich,  presided  over 
by  staff  with  a  certain  amusing  hauteur. 

If  this  relais  is  un  peu  snob,  it 
offers  a  wealth  of  compensation: 
lush  grounds,  attractively  fur- 
nished rooms  ($240-$375  for 
a  double  with  a  view  of 
the  estuary;  $575-5841 
for  a  huge,  air 
suite  with  mar 
ble  bath  and 
Jacuzzi), 
and  a  spec- 


ify a  bottle  of  older 
Calvados — the  apple 

brandy  digestif 
distilled from  cider — 
atAu  Cm  Normand 
in  Honfleur. 


e/s/i&v  cast 


The  Norman  Gothic 
cathedral  in  Bayeux, 
the first  French 
town  to  be 
liberated. 


tacular  new  Roman  spa  (though  each  facili- 
ty from  sauna  to  hydrojet  will  set  you  back 
an  additional  $20-530).  There  are  also  two 
fine  restaurants  on  or  near  the  premises — 
and  a  lucky  thing,  too,  since 
parking  spaces  in  town  are 
scarce,  the  road  back  home 
steepens  after  a  few  drinks, 
and  the  concierge  proved  to 
be  quite  right  about  Hon- 
fleur's  indifferent  food. 

Le  Butin  de  la  Mer,  the 
hotel's  budget  restaurant, 
offers  an  excellent  three- 
course  (no-choice)  meal  for  a 
very  fair  $21.  The  Ferme's  pre- 
mier Restaurant  is  an  altogeth- 
er more  stunning  affair.  In  the 
elegant  half-timbered  dining  room  over- 
looking the  estuary,  a  cast  of  thousands 
solemnly  bears  to  your  table  a  series  of  dish- 
es as  refined  as  they  are  labor-intensive.  The 
six-course  set  menu  is  generously  truffled 
with  upscale  ingredients.  All  this  splendor  is 
yours  at  a  price  that  translates  into  American 
currency  as  "Come,  let  us  laugh  together." 

Chef  Denis  Le  Cadre,  who  made  his  rep- 
utation at  the  Chateau  de  Locguenole  in 
Brittany,  eschews  cream  sauces  in  favor  of 
reduced  essences.  He  brilliantly  marries  foie 
gras  with  a  compote  of  apples  and  white 
peaches,  red  mullet  with  an  intense  tape- 
nade,  lobster  with  jus  de  pipe'rade  and  herbed 
tabouli.  But  we're  talking  $95  per  person  for 
the  set  menu,  not  including  wine,  at  a  one- 
star  restaurant  120  miles  from  the  Champs- 
Elysees.  Don't  even  think  about  ordering  a  la 
carte.  The  extortionate  wine  list  leaves  you 
two  options:  spend  $50-560  for  a  lackluster 
bottle  or  throw  in  the  wallet  and  revel  in,  say, 
the  sublime  1986  Puligny-Montrachet  Les 
Combettes  of  Sauzet  for  $150.  (Telephone: 
31-89-23-61;  fax:  31-89-48-48.) 

Best  Touring  Routes  From  Hon- 
fleur: You'd  be  hard  pressed  to 
find  a  more  picturesque  harbor 
than  the  Vieux  Bassin  of 
Honfleur.  After  a  coffee 
on  the  port,  stroll  along 
the  cobblestone  streets 
of  the  old  quar- 
ter, stopping  at 
the  Place  Ste. 
Catherine, 
with  its  whim- 
sically struc- 


Mth  one  phone  call,  all  of  America  can  rest  easier. 

We've  made  it  simple  to  find  luxurious  accommodations  almost  anywhere  from  coast  to  coast  at  rates  that 
re  a  dream.  One  phone  call  can  put  you  in  touch  with  over  60  Doubletree  Hotels,  where  you'll  enjoy  impeccable 
ervice,  beautifully  appointed  rooms,  swimming  pools,  and  a  variety  of  dining  experiences. 

And,  everywhere  you  travel,  you'll  receive  the  kind  of  special  Doubletree  attention  that  begins  the  very  first 
ight  with  our  welcoming  chocolate  chip  cookies.  So,  if  you're  planning  a  trip  anywhere  from  DC  to  LA,  be  sure 
ou  make  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 


We're  waiting  to  welcome  you  at  over  60  Doubletree  Hotels  from  coast  to  coast. 


tovfthe  surface  of  the  Gulf  of  Mexico, 
HjPWf  the  first  treasures  of  its  kind  can  be 
Bund:  Its  an  artificial  reef,  created  from  a 
former  Phillips  Petroleum  production  platform. 

And  while  you  can't  see  it,  this  reef  has 
attracted  the  attention  of  hundreds  of  species 
of  fish.  As  a  result,  this  is  something  that  has 
also  been  attracting  the  attention  of  many 


commercial  as  well  as  recreational  fishermen. 

Although  we  left  this  underwater  paradise 
years  ago,  we  took  with  us  an  unforgettable 
picture  of  life  that  will  remain  deep  within 
us  all.  And  it  is  one  which  will  endure  for 
generations  to  come.  To  us,  that's  what  it 
means  to  be  the  performance  company. 
PHILLIPS  PETROLEUM  COMPANY 


Jo  understand  our  concern  for 
the  environment,  sometimes  you  have 
to  look  beneath  the  surface. 


ared  wooden  church,  and  the  Governor's 
lansion,  called  La  Lieutenance.  (The  latter 
not  to  be  confused  with  a  restaurant  of  the 
ime  name,  which  may  be  mentioned  in 
our  guidebook  but  at  which  you  should 
evertheless  under  no  circum- 
ances  partake  of  a  meal.)  Look  in 
t  the  Eugene  Boudin  museum, 
hich  showcases  a  few  good  canvas- 
s  by  the  eponymous  artist  and 
xamples  of  the  local  school.  On 
our  drive  out  of  town,  head  up  to 
le  Cote  de  Grace,  a  hill  crowned  by 
n  elegant  little  17th-century  chapel 
nd  a  panoramic  view  of  Le  Havre 
.vith  its  looming  oil  refineries). 

Wind  down  the  coast  from 
lonfleur  to  the  luxury  resorts  of  the 
ielle  Epoque.  This  ten-mile  journey 
an  take  anywhere  from  30  minutes  to 
;veral  days  depending  on  the  time  of 
ear,  for  the  Corniche  is  wonderfully  scenic 
ut  virtually  inert  with  traffic  in  the  summer 
lonths.  Deauville,  still  the  playground  of 
lie  smartini  set,  and  Trouville,  its  less 
:>ignee  neighbor,  both  feature  Promenades 
es  Planches  and  casinos  done  up  in  the  best 
^th-century  wedding-cake  style.  In  season 
le  broad  white  beaches  are  festooned  with 
:riped  umbrellas  and  cabanas,  as  well  as  with 
jws  of  topless  sun- 
athers  assiduously  oil- 
ig  their  pert  little 
rench  breasts. 

Other    points  of 
iterest  further  west 
long  the  coastal  route 
iclude   a  chain  of 
ppealing  if  less  chic  f 
;sort  towns:  Villers- 
ur-Mer,  Houlgate, 
'abourg.  It  was  at 
'abourg  that  Proust 
ilentlessly  chronicled 
aut  bourgeois  life  in 
le  dining  room  of 
le   Grand  Hotel, 
ccasionally  pausing  to  get 
epressed  over  "that  sad  and  mundane 
loment  when  one  has  just  finished 

inch  "  Which  brings  us  to  our  next 

xcursion. 

A  weeklong  itinerary  doesn't  allow  much 
ime  for  exploration  of  the  inland  Nor- 
landy  countryside  known  as  the  Pays 
'Auge.  But  one  effortless  and  worthwhile 
idetrip  takes  you  south  from  Deauville  on 


The  $32,  four-course 
"business  menu" 

for  lunch  or  dinner 
at  two-star  Gill 
in  Rouen  is  an 

extraordinary  deal. 


The  picturesque  Vieux 
Bassin  in  Honfeur 
attracted  the  likes  of 
Courbet,  Bazille  and 
Pissarro. 


N177  to  Pont  L'Eveque,  then  a  few  miles 
west  to  the  tiny  hilltop  town  of  Beaumont- 
en-Auge.  This  village  is  known  for  its 
artists'  ateliers,  clustered  around  an 
intimate  square  commanding  a  view 
of  the  Touques  Valley.  Naturally,  we 
wouldn't  send  you  off  the  worn 
tourist  path  if  there  weren't  food  at 
the  end  of  the  road.  Across  from 
Beaumont's     square     is  the 
quintessential  French  inn.  The 
Auberge  de  l'Abbaye  is  quaint, 
from  its  low-beamed  ceilings  right 
down  to  its  red  tiled  floors.  For  $28 
you  get  three  competent  courses 
plus  a  cheese  tray  and  piles  of 
charm.  This  is  also  the  home  of 
the  Platonic  tarte  aux  pommes. 
(Telephone:  31-64-82-31.) 

Farther  Excursions:  At  the  western 
boundary  of  Normandy  lies  France's  most 
popular  tourist  attraction,  Mont  St.  Michel, 
but  this  journey  requires  an  overnight  stay. 
If  you  do  make  the  trip  to  this  miraculous 
abbey — and  so  one  must  at  least  once  in  this 
lifetime — do  not  make  the  mistake  of 
thinking  how  romantic  it  might  be  to  spend 
the  night  on  the  island.  We  did  this  once, 
actually.  What  with  the  echoing  footfall  in 
the  street  below  our  stifling  garret,  and  the 
steady  tintinnabulation  of 
the  bells,  we  had  our- 
selves a  nerve-twang- 
ing night  straight  out 
of  the  Edgar  Allan 
Poe  School  of  Hotel 
Management.  For  a 
soothing  alternative, 
eat  and  sleep  at  the 
Maison  de  Bricourt  in 
nearby  Cancale,  where 
you  can  gaze  across  the 
bay  at  Mont  St. 
Michel  from  the  com- 
fort and  safety  of  Brit- 
tany's top-rated  dining 
room.  (Telephone:  99- 
89-64-76;  fax:  99-89- 

88-47.) 

At  the  eastern  end  of  Normandy,  about  a 
90-minute  drive  from  Honfleur,  lies  Rouen. 
Still,  it  is  possible  to  make  this  a  day  trip,  for 
any  number  of  reasons:  historic,  esthetic, 
caloric.  This  is  a  city  of  many  beautiful 
churches,  St.  Maclou  and  St.  Ouen  among 
the  most  glorious.  Yet  it  is  the  Notre-Dame 
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i  that  haunts  the  tourist  imagina- 
tion, not  only  because  it  is  one  of  the  mas- 
terpieces of  Gothic  architecture,  but 
because  Monet  painted  its  west  facade  in 
every  conceivable  stage  of  atmospheric 
meltdown.  (Monet's  dazzling  experiments, 
along  with  the  work  of  a  host  of  other 
French  luminaries,  are  represented  in 
Rouen's  Fine  Arts  Museum,  one  of  the 
great  regional  collections  of  France.)  The 
surrounding  old  town  is  cobbled  with 
ancient  houses  and  fashionable  shops,  most 
notably  along  the  Gros-Horloge  pedestrian 
thoroughfare. 

Inevitably,  of  course,  you  will  thread  your 
way  back  to  Gill,  Normandy's  other  two- 
star  restaurant.  At  $32  for  lunch  or  dinner 
(except  Saturday  night),  the  four-course 
"business  menu"  is  an  extraordinary  deal, 
offering  a  selection  of  admirable  dishes  for 
each  course.  Starters  might  include  lemony 
dorade  tartare,  or  a  langoustine  sausage 
remarkable  for  its  combination  of  airy  tex- 
ture and  density  of  flavor.  Following  a  fish 
course  of  sole  napped  in  a  light  tarragon 
cream,  you're  served  a  hearty  main  course — 
say,  contrefilet  with  bordelaise  sauce  or  duck 
leg  in  pot  au  feu.  After  a  perfect  cheese  plate 
of  the  three  local  stars  (Pont  l'Eveque, 
Livarot,  Camembert),  you  might  conclude 
with  a  peach  souffle  (at  no  supplement).  A 
reasonably  priced  carte  du 
vin  is  dotted  with  wines 
from  eminent  Burgundy 
growers  the  likes  of 
Lafon,  Raveneau,  Rou- 
nder and  Rousseau,  and 
is  also  strong  on  Bor- 
deaux, including  nu- 
merous affordable  crus 
bourgeois.  Among  the 
many  Rouennaise  contri- 
butions to  culture,  this 
marvel  ranks  right  up 
there  with  Flaubert  and 
the  Cathedral.  (Tele- 
phone: 35-71-16-14;  fax:  35-71-96-91.) 

Best  Booty:  Smuggling  in  the  best  (i.e., 
raw-milk)  versions  of  Normandy's  Holy 
Trinity  of  cheeses  is  illegal,  not  to  mention 
impossible,  since  any  U.S.  Customs  dog 
that  can't  smell  one  of  these  beauties  from 
50  paces  is  a  candidate  for  early  retirement. 
What  you  should  stash  under  your  plane  seat 
is  an  old  bottle  of  Calvados,  Normandy's 
renowned  apple  brandy  distilled  from  cider. 


"That  sad  and 
mundane  moment, " 
Proust  wrote  wistfidly, 

"when  one  has  just 
finished  lunch"  at  the 
Grand  Hotel  and 
Casino  in  Cabourg. 


The  finest  Calvados  comes  from  the  Pays 
d'Auge,  the  area  surrounding  the  Touques 
Valley,  and  is  produced  by  double  distilla- 
tion in  the  traditional  pot  still.  In  general, 
we  find  young  Calvados  (most  of  the  com- 
mercial stuff  exported  to  America  is  under 
10  years  old)  to  be  one  step  up  from  firewa- 
ter. On  the  other  hand,  a  glass  of  older,  mel- 
lower brew  makes  a  truly  celestial  digestif, 
with  or  without  the  accompanying  cigar. 
You'll  have  to  pay  a  premium  for  the  serious 
nectar,  but,  in  contrast  to  rare  Cognac, 
which  can  set  you  back  several  hundred 
bucks  a  bottle,  even  the  hoariest  Calvados 
can  be  found  in  the  $50-$ioo  range.  Names 
worth  searching  for  include  Pierre  Huet  and 
Chort-Mutel,  the  latter  an  allegedly  extinct 
producer  whose  very  old  wines  can  still  be 
found  at  Au  Cru  Normand  in  Honfleur. 
The  vintage-dated  Calvas  of  Roger  Groult 
are  also  quite  smooth,  and  easier  to  find. 
Cave  du  Parvis  in  Bayeux  and  Confiserie 
Malandoin  in  Caen  are  two  other  fine 
sources  of  Calvados. 

Touring  a  Calvados  operation  in  Nor- 
mandy makes  a  fascinating  half-day's  activi- 
ty. The  concierge  at  any  major  hotel  can 
organize  a  visit  or  two  for  you,  or  you  can 
contact  the  B.N.I.C.E.  (Bureau  National 
Interprofessional  du  Calvados)  in  Caen 
(telephone:  31-75-30-90;  fax:  31-74-26-97) 
for  Calvados  information 
and  assistance  in  arranging 
visits.  Both  of  the  two-star 
restaurants  profiled  above, 
as  well  as  the  Chateau 
d'Audrieu  and  Ferme 
Saint-Simeon,  can  also 
offer  carefully  chosen 
examples  of  Calvados  by 
the  glass. 

Best  Time  To  Go:  Given  | 
the  hordes  anticipated 
this  summer,  we're  tempt- 
ed to  say:  anytime  after 
Labor  Day  1994.  In  fact,  although  the  sum- 
mer months  here  are  generally  sunny  and 
warm,  you  can  run  into  rainy  and  cool  peri- 
ods at  any  time.  Our  favorite  month  is 
September,  when  the  days  are  still  temper- 
ate and  the  tourists  have  retreated.  SB 

Amy  Tucker  is  a  professor  of  English  at 
Queens  College  in  New  York.  Her  husband 
Stephen  Tanzer  publishes  The  New 
York  Wine  Cellar  newsletter. 
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There  are  33  different  products  from 

Amway  in  this  photo.  (The  other  5000  or  so  wouldn't  fit.) 


Our  powerful,  household  cleaning  products  with  biodegradable  surfactants  are  most  likely 
stored  elsewhere  in  the  home.  But,  you  can  still  spot  these  other  Amway  items:  breakfast 
cereal,  vitamins,  dog  food,  cookware,  and  more.  In  fact,  virtually  everything 
"in  sight  could  be  obtained  through  Amway  and  its  catalogs  —  from  the 
Mr.  Coffee®  coffee  maker  to  the  cordless  telephone.  Its  clear  to  see 
why  Amway  is  near  the  top  of  the  list  of  the  "Forbes  400 
Largest  Private  Companies  in  the  U.S."  By  the  way,  there  is 
one  thing  you  can't  see  in  the  photo  above...  our  money- 
back,  100%  satisfaction  guarantee.  (But  it's  there.) 


Amway® 


And  you  thought  you  knew  us. 


Find  all  33?  Give  us  a  call  for  a  free  product  list  or  for  additional  information  on  Amway.  1-800-544-7167 

©1993.  AMWAY  CORPORATION,  U.S.A. 
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■i  he  idea  had  first  occurred  to  me  when  i  was  stii.i.  younger  than  i  he  president  — 
flt  that  was  back  in  the  '80s  when  everyone  was  younger  than  the  president.  i  had  come 
ut  West  for  a  little  trout  fishing  and  was  in  Jackson  Hole,  Wyo.,  for  the  first  time, 
or  some  reason,  I  found  the  Tetons  irresistible. 

There  are  mountains  and  then  there  are  mountains.  No  mountains  I  had  ever  seen — 

4CLUDING  DENALI — WERE  AS  DRAMATIC  AS  THE  TeTONS,  RISING  ABRUPTLY,  WITHOUT  PREAMBLE, 
UT  OF  THE  BASIN  OF  THE  SNAKE  RlVER  IN  A  MOSAIC  OF  SEVERE  ANGLES  AND  THIN  PINNACLES,  THE 
IGHEST  BEING  THE  GRAND,  AT  13,771  FEET.  BlG  ENOUGH  AS  MOUNTAINS  GO,  THOUGH  NOT  EVEN  THE 


ie  tallest  in  Wyoming.  The  Gannett  in  the  Wind  River 
ange  is  a  little  taller.  But  the  Tetons  have... character, 
hey  are  splendidly  isolated,  magisterial,  beautiful  and 
mnting.  When  I  looked  at  them  I  understood,  for  the 
:st  time  in  my  life,  the  compulsion  of  mountain  climbers. 

But  I  was  in  my  40s,  which  is  over  the  hill  (pardon 
ie  expression)  for  mountain  climbers.  And  I  had  the 
;ual  responsibilities.  It  was  too  late  for  me  to  take  my 
>uth  off  for  a  little  climbing.  I  couldn't  even  take  a  week 
it  of  my  middle  age.  But,  I  thought,  how  about  when  I 
irned  50?  I  have  a  weakness  for  stunts,  and  that  one 
temed  especially  seductive.  Celebrate  my  50th  birth- 
ay — assuming  I  made  it — by  climbing  the  Grand.  I  let 
ie  notion  age,  like  wine;  and,  like  wine,  it  got  better. 

In  the  first  place,  there  was  something  a  little  defiant 
jout  it.  The  usual  impulse,  I'd  noticed  among  other  men 
icing  the  same  birthday,  was  vaguely  hedonistic.  They 
anted  to  pamper  themselves,  somehow.  Fly  to  London 
id  get  themselves  a  Savile  Row  suit,  or  some  such  thing 
5  that.  Certain  accommodations  have  to  be  made  to 
re,  I  suppose.  You  probably  ought  to  eat  bran  and  wear 
leated  pants  and  get  your  goddamned  prostate  checked, 
ut  you  don't  have  to  become  a  comfort  junkie;  you  still 
ught  to  be  able  to  go  out  and  enjoy  a  little  righteous 
ain  and  suffering,  and  I  knew,  from  reading  and  from 
liking  to  a  few  climbers,  that  more  than  risk,  climbing 
as  about  endurance.  And  I  liked  that. 

I  also  liked  the  fact  that  I  would  be  alone.  Oh,  there 
ould  be  a  guide,  of  course;  but  that  would  be  a  profes- 
onal  relationship,  correct  and  formal.  My  earlier  big 
irthdays — those  ending  with  a  zero — had  been 
owlers,  with  lots  of  friends  to  help  me  celebrate,  and  I 
:member  them  (well,  most  of  them)  fondly.  But  there 
n't  anything  funny  about  50.  It  isn't  necessarily  tragic, 
ut  it  isn't  funny,  either.  There  is  something  a  little  seri- 
us,  almost  grave  (though  that  might  be  the  wrong 
rord),  about  turning  50.  It  is  a  solitary  passage.  You 
rant  to  be  alone;  to  think  and  reflect;  to  examine  the 
andition  of  your  soul.  And  what  better  place  for  that 
lan  the  summit  of  some  high  mountain,  breathing  the 
lin,  cold  air  and  looking  down  on  the  world  which,  you 
levitably  realize,  you  are  coming  closer  and  closer  to 
eparting  for  good. 

So,  as  my  40s  wore  on,  the  thing  changed  in  my 
find.  It  was  no  longer  a  stunt,  but  something  that  was 


. .  .necessary.  There  was  an  urgency  about  it.  I  did  a  little 
research  and  found  that  it  could  be  done;  that  there  was 
a  reputable — indeed,  venerable — guide  service  in 
Moose,  Wyo.,  that  specialized  in  getting  amateurs  up 
into  the  Tetons  and  would  be  glad  to  aid  me  in  the  real- 
ization of  what  was  quickly  becoming  my  obsession. 

I  began,  if  not  to  dream  about  the  climb,  then  certain- 
ly to  daydream  about  it.  I  saw  myself  making  the  clean, 
dramatic  moves  of  a  skilled  rock  climber,  carabiners  dan- 
gling from  a  sling  around  my  shoulder,  the  rope  paying 
out  from  the  climber  above,  the  mountain  falling  away 


When  I  looked  at  the  Tetons,  I  understood,  for  the  first 
time  in  my  life,  the  compulsion  of  mountain  climbers. 

from  me  in  several  thousand  feet  of  what  climbers  like  to 
call  "exposure."  As  a  dream,  it  was  a  lot  better  than  Savile 
Row,  and  I  nourished  it,  just  as  it  sustained  me  through  a 
lot  of  routine,  and  routinely  boring,  days. 

Then,  when  the  countdown  reached  one  year,  I  start- 
ed actively  planning.  You  have  to  book  time  in  the 
Tetons,  and  my  birthday  (August  31)  falls  during  the 
busy  season.  When  I  began  to  make  my  arrangements,  I 
had  my  first  setback. 

My  daughter  said  she  would  like  to  make  the  climb 
with  me. 

My  initial  reaction  was  small  and  mean.  I  was  on  a 
solo  hunt  for  epiphanies,  I  told  her;  proving,  I  suppose, 
that  you  don't  get  any  larger  as  you  get  older.  And  then, 
when  I  saw  the  hurt,  I  tried  to  backtrack,  feeling  the 
worst  kind  of  shame  there  is.  Brooke,  being  more  gener- 
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in  I,  at  first  said  "No,  I  understand.  It  is 
important  to  you." 

Which  was  true.  But  not  that  important. 

And,  the  more  I  thought  about  it,  the  better  I  liked  the 
idea  of  doing  the  climb  with  her.  The  old  man  and  the  girl. 
The  solitary  angle  was  beginning  to  feel  a  little  arch  and 
humorless,  as  though  it  were  scripted  for  the  "About  Men" 
column  of  The  New  York  Times  Magazine.  Let  Howell 
Raines  fly  fish  in  phlegmatic  solitude  through  his  mid-life 
crisis.  I'll  goof  on  the  mountain  with  my  daughter. 

"Look,"  I  said,  "it  is  a  big  mountain.  If  I  absolutely 
need  to  go  off  by  myself,  I'm  sure  I  can  find  a  place.  If 
you're  game,  I'd  like  you  to  come." 

"Really?" 

"Yes,"  I  said.  "Really." 
"Okay." 

Since  I  was  opening  the  thing  up,  I  asked  Brooke's 
younger  sister  Hadley  if  she  would  like  to  go.  She 


declined.  So  did  her  mother,  who  said,  "I  think  you  are 
both  crazy.  But  I'm  proud  of  you,  too.  Hadley  and  I  will 
find  other  things  to  do  around  Jackson  while  you  are  up 
in  the  mountains.  Maybe  we'll  go  fishing." 

I  completed  my  arrangements.  For  two.  One  50-year- 
old  man  and  one  15-year-old  girl.  And  in  late  August, 
the  family  flew  to  Jackson.  Our  plane  came  up  from  Salt 
Lake  City  and  on  final,  it  seemed  to  pass  under  the 
shadow  of  the  Tetons.  Brooke  looked  at  the  mountain 
with  the  kind  of  awe  I'd  felt  when  I  first  saw  them  and 
hatched  this  plan. 

"Are  you  sure  we  can  make  it?"  she  said. 

"Absolutely." 

UT  FIRST  WE  HAD  TO  GO  TO  SCHOOL.  ExUM 

Mountain  Guides  has  been  guiding  climbers  in 
the  Tetons  since  1931,  and  in  the  last  few  years,  as  inter- 
est in  the  sport  has  grown  and  advances  in  equipment 
have  made  it  possible  for  rank  amateurs  to 
handle  what  were  once  difficult  climbs,  it  has 
introduced  programs  that  will,  in  two  days, 
qualify  beginners  to  climb  the  Grand. 
Because  the  Tetons  are  such  agreeable  moun- 
tains and  because  Exum  has  such  a  strong 
reputation,  its  guides  include  some  of  the 
most  famous,  accomplished  climbers  in  the 
world.  On  our  first  day,  at  the  beginners 
school,  Brooke  and  I  were  taught  by  Al  Read, 
who  has  been  climbing  and  guiding  for  30 
years,  all  over  the  world,  and  is  also  one  of  the 
owners  of  Exum. 

Read  is  a  serene  man  with  glacier-blue 
eyes.  He  is  given  to  understatement.  It  is  a 
common  trait  among  climbers,  a  component 
of  their  style;  a  form  of  reverse  exaggeration 
that  seems  fitting,  on  reflection.  You  don't 
really  need  to  embellish  a  climb  of,  say,  k-2.  If 
you  say  that  it  was  "tricky,"  then  you  have 
pretty  much  said  it  all.  Everyone  in  the  frater- 
nity knows  you  were  lucky  to  get  down  alive. 
Read  had  been  the  leader  on  a  climb  in  China 
when  one  member  of  the  team  was  killed  by 
an  avalanche. 

"It's  been  an  unusual  season,"  he  said  while 
we  were  signing  the  releases  and  picking  up 
our  gear  at  the  little  Exum  hut  on  Jenny  Lake. 
I  had  asked  him  how  it  looked  for  my  big 
birthday  climb. 

"Very  unusual  weather.  Cold  and  wet. 
There's  still  a  lot  of  snow  up  on  the  Grand. 
We've  had  a  hard  time  getting  people  to  the 
summit." 
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Intermediate  school  was  more  of 
the  same,  only  harder.  We  made  two 
long  climbs,  using  everything  we  had 
learned,  and  it  was  humbling. 


My  spirits,  which  had  been  running  from 
high  to  giddy,  collapsed.  It  was  like  arriving  at 
the  Savile  Row  tailor  on  the  morning  of  your 
50th  and  being  told  they  had  run  out  of 
worsted. 

"Do  you  think  that  we'll... ah,  make  it?" 
"No  way  to  know,"  he  said.  "Depends  on  the 
weather." 

In  almost  ten  years  of  dreaming  about  this 
climb,  I'd  never  considered  the  possibility  of 
being  rained  out. 
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E  CARRIED  OUR  PACKS  CONTAINING 

lunch  and,  ominously,  rain  gear — along 
with  climbing  harnesses  and  ropes,  down  to  a 
dock  where  an  old  wooden  boat,  run  by  the 
Park  Service,  waited  to  take  climbers  and  hikers 
across  Jenny  Lake.  It  was  a  short  run  with  the 
Tetons  becoming  more  three-dimensional  and 
various  as  we  got  closer  to  them.  The  water  in 
the  lake  was  clear,  green  glacier  melt. 

Read  led  the  way  up  a  path  through  the  lodgepole, 
aspen,  and  occasional  Douglas  fir.  It  was  a  fine,  clear, 
warm  morning,  just  like  all  the  other  August  mornings  I 
had  spent  in  this  part  of  the  country.  For  a  while,  I  for- 
got about  the  weather. 

In  the  morning,  Read  showed  us  how  to  wear  a 
climbing  harness,  how  to  tie  the  basic  knots,  and  how  to 
make  some  of  the  moves  on  rock.  We  practiced  on  a  lit- 
tle boulder,  and  if  there  was  a  point  of  emphasis  in  the 
instruction  it  was  this:  while 
everything  in  your  mind  and 
body  tells  you  to  cling  to  the 
rock,  to  hug  it,  what  you  need  to 
do  is  lean  away  from  it.  That 
drives  the  point  of  contact  into 
the  rock  and  makes  you  stick.  It 
is  counter-intuitive,  and  you  have 
to  force  yourself  to  believe  in  it 
and  do  it,  even  when  you  are 
looking  at  a  fall  of  only  two  or 
three  feet. 

We  sat  on  a  wide  ledge,  look- 
ing down  at  Jenny  Lake  and  the 
flat,  dry  land  of  Jackson  Hole, 
while  we  ate  our  lunch — apples  and  cheese  and  gorp.  So 
far,  it  was  all  easy  and  agreeable.  But  we  could  see  other 
groups  of  climbers,  in  the  intermediate  course  which  we 
would  take  tomorrow,  and  they  were  climbing  rock  faces 
a  couple  of  hundred  feet  high  that  did  not  look  easy. 

In  the  afternoon,  we  were  on  rock,  learning  a  classic 
hip  belay  and  the  commands  that  climbers  shout  to  one 
another.  The  sport  is  made  safe — indeed,  possible — by 
the  belaying  technique.  If  your  partner  belays  you  prop- 
erly, you  can  fall  only  as  far  as  the  slack  in  the  rope 
between  you.  If  you  are  in  the  lead,  or  climbing  solo,  you 
will  be  belayed  by  some  kind  of  protective  hardware.  In 


By  the  end  of  the first  day,  Brooke  and  I  were 
insufferably  salty,  talking  about  "pitches" and  "belays" 
and  "protection"  like  a  couple  of  veteran  rock  jocks. 

the  old  days,  it  would  be  a  piton,  which  is  a  metal  spike, 
pounded  into  the  rock.  Modern  climbers  use  protection 
that  can  be  removed — devices  such  as  bolts,  chocks  and 
"friends,"  an  apparatus  which  uses  cams.  But  what  Read 
taught  us  that  afternoon  was  the  hip  belay,  in  which  you 
depend  on  the  climber  above  you  not  so  much  to  be 
strong  as  to  be  alert.  With  proper  technique,  a  small 
climber  can  easily  hold  up  his  end.  Bad  technique  or 
inattention  cannot  be  overcome  by  main  force. 

Perhaps  it  was  age,  but  that 
truth  seemed  especially  elegant 
to  me. 

By  the  end  of  the  day,  we  were 
using  the  technique  on  some 
moderately  angled  rock  and, 
then,  rappeling  back  down.  It 
began  to  seem  like  the  thing 
could  be  done,  and  that  night, 
when  the  family  got  together  for 
a  little  Mexican  food  in  Jackson, 
Brooke  and  I  were  insufferably 
salty,  talking  about  pitches  and 
belays  and  protection  like  a  cou- 
ple of  veteran  rock  jocks. 
It  rained  that  night,  in  Jackson  Hole.  Which  meant 
snow  on  the  Grand.  As  we  were  on  our  way  across  Jenny 
Lake  the  next  morning,  for  the  intermediate  school,  we 
watched  a  helicopter  pass  overhead,  coming  down  from 
the  Grand  with  climbers  who  had  been  rescued  after  a 
cold,  miserable  night.  They  had  called  for  help  on  a  cel- 
lular phone.  The  alarm  bells  went  off  in  my  head. 

Intermediate  school  was  more  of  the  same,  only 
much  harder.  We  made  two  long  climbs,  using  every- 
thing we  had  learned,  and  it  was  humbling.  The  instruc- 
tor watched  us  closely  to  see  if  we  were  up  to  the  Grand. 
If  the  guides  do  not  think  you  can  make  it,  they  will  tell 


We  watched  a  helicopter  pass  overhead, 
coming  down  from  the  Grand  with 
climbers  who  had  been  rescued  after  a 
cold,  miserable  night.  They  had  called 
for  help  on  a  cellular  phone.  The  alarm 
bells  went  off  in  my  head. 
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ad  refuse  to  take  you.  This  added  some  tension, 
as  did  the  storm  that  brewed  up  in  the  afternoon  and 
forced  us  to  put  on  our  rain  gear.  At  one  point,  we  were 
climbing  in  wet  snow.  Still,  by  late  afternoon,  I  was  feel- 
ing cocky.  While  I  was  waiting  to  make  a  long  (for  me) 
rappel,  I  listened  to  the  instructors  talking  about  a  client 
who  had  been  up  a  couple  of  days  earlier. 

"I  asked  this  turkey  what  he  did  for  a  living,  you 
know,"  a  nimble  woman  said,  as  she  fed  rope  to  a  student 
on  rappel,  "and  he  told  me  he  was  a  lawyer." 

"Oh  God,"  the  other  instructor  said  as  he  checked  my 
knots. 

"Yeah.  And  then  he  said,  'I  make  my  living  suing 
people  like  you.'" 

"What  a  creep,"  the  other  instructor  said,  nodding  for 
me  to  go  ahead  and  back  off  into  the  blue. 

At  that  point,  I  said,  "You  know  what  is  black  and 
brown  and  looks  good  on  a  lawyer?" 

"No,"  the  woman  said. 

"A  Doberman,"  I  shouted  and  disappeared  down  the 
rope. 

All  the  way  down  the  rope,  I  could  hear  them  laugh- 
ing. I  gave  myself  a  point  or  two  for  style. 

When  we  got  back  across  the  lake,  Al  Read  told  us 
we  were  qualified  for  the  Grand  and  to  be  back  at  the 
hut  at  eight  on  the  morning  of  the  30th.  I  looked  out- 


side. The  Grand  was  hidden  in  evil,  gray  clouds,  plainly 
full  of  snow. 

"What  are  our  chances?" 

"No  way  of  knowing,"  he  said,  serenely.  "We'll  go 
if  we  can." 

FOR  A  WEEK,  I  WATCHED  THE  WEATHER  AND  FOR  A 
week,  it  was  unfailingly  glorious.  Then,  on  the  day 
before  we  were  supposed  to  climb,  a  nasty  storm  settled 
in.  On  our  way  through  Yellowstone  Park  to  Jackson,  we 
drove  through  hard,  cold  rain  and,  at  one  point,  hail. 
The  Grand,  when  we  passed  under  it,  was  hidden  in 
thick  clouds.  Brooke  and  I  loaded  our  packs  in  melan- 
choly silence.  We  were  guests  at  a  ranch  house  in 
Moose.  The  ranch  was  on  the  banks  of  the  Snake  River 
in  the  shade  of  the  Grand — on  those  days  when  the  sun 
was  out.  By  nightfall,  I  had  seen  neither  the  sun  nor  the 
summit  of  the  Grand.  It  was  still  raining. 

I  went  to  bed  convinced  that  there  would  be  no  climb. 
And  for  some  reason,  this  fact  assumed  ominous  propor- 
tions. There  is  no  denying  that  the  other  side  of  50  is  the 
downhill.  Starting  this  way  seemed  a  kind  of  dire  omen. 
A  sign  that  it  would  all  be  done  in  wet,  cold  gloom. 
Silly,  I  suppose.  But  still... I  didn't  sleep  so  good. 
I  woke  at  dawn,  looked  out  the  window,  and  saw 
nothing  but  blue  sky  and,  looming  over  me  in  the 


She  was  climbingfaster  and  cleaner  than  I  would  ever  climb,  and  that,  oddly  just  made  the  whole  thing  better. 


clearest  possible  relief,  the  formidable  profile 
of  the  Grand. 
All  right. 

"Brooke,"  I  hollered  across  the  length  of  the 
ranch  house.  "Brooke,  get  up.  It's  a  go." 

By  eight,  we  were  back  at  the  Exum  hut 
where  my  wife  and  Hadley  took  our  pictures, 
wished  us  luck,  and  said  they  would  see  us  for 
dinner,  tomorrow  night,  in  a  town  south  of 
Jackson  where  they  would  be  fishing. 

"Have  fun,"  Marsha  said  dubiously. 

"Wouldn't  think  of  it,"  I  said. 

Al  Read  introduced  us  to  our  guides.  First, 
to  Kim  Schmitz  whose  reputation  I  knew 
from  superficial  reading  about  climbing.  He 
was  a  legend  from  the  early  days  of  the  present 
boom  in  climbing — the  late  '60s  and  the  '70s 
when  he  and  Yvon  Chouinard,  Galen  Rowell, 
Chuck  Pratt,  Royal  Robbins  and  others  were 
going  up  the  spectacular  walls  of  Yosemite 
and,  then,  the  great  peaks  of  the  world.  They  represent- 
ed a  new,  sort  of  democratic  and  very  American  wave  in 
climbing.  And  Schmitz  was  one  of  the  group's  undis- 
puted stars. 

He  is  a  strikingly  fit  man,  lean  and  strong  as  a  preda- 
tory cat.  He  had  a  dazzling  smile  and  eyes  that  were 
almost  unnervingly  blue.  There  was  a  kind  of  languid, 
graceful  aura  about  him. 


We  couldn't  have  been  in  better  hands 
if  Hillary  and  Tenzing  had  been  our  guides. 

The  second  man  Read  introduced  us  to  was  younger. 
He  had  the  same  leonine  presence  and  a  palpable,  cheer- 
ful kind  of  confidence.  This  was  Alex  Lowe  who  is, 
arguably,  the  greatest  climber  in  the  world.  He  had  just 
returned  from  a  competition  in  Russia  where  he  had 
climbed  a  7,000-meter  peak  in  less  than  10  hours.  The 
second-place  finisher  came  in  a  couple  hours  later  and 
said,  when  he  got  back  down,  "Alex  is  in  a  class  by  him- 
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>we  had  made  it  to  the  summit  of  Everest  last 
vcai  and  planned  to  do  it  twice  this  season.  Nobody 
doubted  he  would  do  it. 

For  Schmitz  and  Lowe,  this  would  be  a  walk  in  the 
park.  They  couldn't  remember  how  many  times  they  had 
been  up  the  Grand.  Several  hundred,  between  them.  We 
couldn't  have  been  in  better  hands  if  Hillary  and  Tenz- 
ing  had  been  our  guides. . 

There  were  two  other  climbers  in  our  party.  A  young 
couple — Jeff  and  Chris  Winterroth — who  worked  as  air 
traffic  controllers  in  Salt  Lake  City.  They  were  friendly 
and  very  fit.  If  I  had  any  worries,  it  was  that  the  old  man 
would  be  a  drag  on  the  expedition. 

THE  FIRST  DAY  WAS  A  LONG  WALK  FROM  SOME  SIX 
thousand  feet  of  elevation  in  the  valley  to  "the  sad- 
dle" at  ii, 600.  It  began  as  a  stroll,  almost,  along  a  trail 
that  cut  a  series  of  switchbacks  through  the  birch  and 
lodgepole,  rising  gradually  as  we  went  further  and  fur- 
ther in,  with  the  actual  mountain  seeming  not  to  get 
much  closer  as  we  walked.  But  it  was  easy,  at  first.  Pleas- 
ant, in  fact.  My  pack  was  light  and  rode  comfortably. 
My  legs  felt  strong,  and  my  breathing  was  easy  and 
rhythmic.  Nothing  to  it. 

By  lunch  time,  it  was  getting  a  little  harder.  We  were 
in  the  talus  rock  now,  and  moving  through  these  huge 
boulders,  cut  out  of  the  mountain  by  glacier  action,  was 
like  climbing  through  the  rubble  of  blasted  buildings. 
Weary  work.  It  was  a  relief  to  sit  in  the  sun,  next  to  a 
gleaming  little  stream,  eating  raisins  and  nuts  and  feed- 
ing some  to  the  marmots  who  had  grown  fat  on  the 
handouts  of  climbers. 

After  lunch,  it  was  drudgery.  A  slow,  laborious  walk 
up  a  trail  through  the  talus,  trying  to  breathe  easily  but 


gulping,  instead,  at  the  increasingly  thin  air.  Schmitz, 
who  walked  with  ski  poles  for  extra  support  because  one 
of  his  ankles  had  been  fused  after  a  nearly  fatal  fall, 
brought  up  the  rear  and  urged  both  Brooke  and  me 
along,  gently  but  firmly.  Lowe  and  the  Winterroths 
went  on,  leaving  us  further  and  further  behind. 

But  finally,  as  the  sun  was  beginning  to  drop  down 
on  the  other  side  of  the  mountain,  we  made  it  to  the 
saddle.  Brooke  and  I  were  both  exhausted,  legs  and 
lungs  burning. 

It  had  been  an  uneventful  climb.  Just  hard. 

But  already  worth  it.  We  took  off  our  packs  and  made 
tea  from  hot  water  brewed  up  by  Lowe  on  a  stove  in  a 
little  hut  Exum  erects  on  a  metal  frame  every  season.  We 
sipped  the  tea  and  looked  out  at  Jackson  Hole  which 
looked  both  tiny  and  vast  below  us.  The  Wind  River 
Range,  50  miles  away,  was  plainly  visible,  deeply  blue 
and  beautifully  ragged.  We  ate  hot  chicken  soup  and 
noodles,  took  pictures,  and  watched  the  summit  of  the 
Grand  turn  a  deep,  bloody  orange  above  us  as  the  sun 
went  down,  and  its  shadow  fell  like  a  curtain  over  Jack- 
son Hole  and,  it  seemed,  the  entire  state  of  Wyoming. 

We  were  in  our  sleeping  bags  by  nine. 

We  were  up  at  three-thirty.  I  was  sitting,  with  my 
sleeping  bag  still  draped  around  me,  fumbling  for  my 
socks.  When  I  looked  over  at  Brooke,  she  was  rubbing 
the  sleep  from  her  eyes.  She  smiled  at  me,  groggily,  and 
said,  "Happy  birthday." 

Everyone  else  then  wished  me  the  same. 

I  had  a  headache  with  real  teeth — the  altitude  main- 
ly— and  I  was  sore  more  or  less  all  over  from  the  hike.  I 
was  also  cold  and  hungry.  And  happier  than  any  man 
had  a  right  to  be. 

"Thank  you,"  I  said  with  real  gratitude. 


I  looked  down  into  1,500  feet  of  exposure.  For  the first  time  the  word,  as  climbers  use  it,  had  real  meaning. 


We  walked  an  hour  in  the  darkness.  Struggling 
through  more  boulder  fields  and  over  ice.  We  were  still 
just  walking,  not  climbing,  carrying  coiled  ropes  over 
our  shoulders  and  merely  following  Lowe.  The  sky  was 
still  full  of  stars  and  the  wind,  which  blows  ceaselessly, 
was  mild.  My  body  warmed  and  turned  limber  again. 

"This  is  Wall  Street,"  Lowe  said,  and  even  in  the 
darkness  I  could  make  out  the 
ledge,  which  was  still  comfort- 
ably wide  and  secure.  We  start- 
ed up  and  as  we  made  our  way, 
the  ledge  narrowed.  The  thin 
light  seemed  to  be  coalescing 
around  us. 

After  a  few  hundred  feet,  the 
ledge  was  just  wide  enough  to 
stand  on.  Below,  the  mountain 
simply  fell  away.  We  stopped. 

"Okay,"  Lowe  said,  "here  is 
where  we  rope  up  and  start 
climbing." 

This  took  a  few  minutes.  I  tied  the  figure  eight  into 
my  harness  and  waited  as  Schmitz  and  the  Winterroths 
went  ahead.  The  mountain  was  turning  orange  now,  as 
though  from  some  source  of  heat  and  light  deep  inside 
the  rock.  The  whole  world  was  a  deep,  fiery  orange;  the 
color  of  creation. 

Lowe  started  up  the  rock,  quick  and  nimble.  He  dis- 


Ihad  a  headache  with  real  teeth — 
the  altitude  mainly — and  I  was  sore 
more  or  less  all  over  from  the  hike. 
I  was  also  cold  and  hungry.  And  happier 
than  any  man  had  a  right  to  be. 


appeared.  Then  the  rope  went  taut  and  he  shouted, 
"Climb,  Brooke." 

She  shouted  back,  "Climbing,"  and  started  after  him, 
up  the  mountain.  I  waited  and  looked  down  into  1,500 
feet  of  exposure.  For  the  first  time  the  word,  as  climbers 
use  it,  had  real  meaning.  My  stomach  did  a  few  slow  rolls. 
A  minute  or  two  later,  my  rope  came  taut  and  I  heard 
Brooke's  voice,  "Climb,  Dad." 

This  was  it,  the  point  where 
the  real  climbing  began.  1  reached 
up,  and  with  fingers  that  felt 
unusually  feeble  found  a  little 
shelf  of  rock,  and  gripped  it  hard 
enough  to  dig  grooves.  I  found 
another  ledge  with  my  foot  and 
raised  myself  a  couple  of  feet.  I  fol- 
lowed this  tentative  move  with 
another.  And  another.  The  slack  in 
my  rope  disappeared  above  me  as 
Brooke  took  it  in.  I  made  another, 
slighdy  more  confident  move.  And 
I  was,  praise  the  Lord,  climbing. 

It  was  easier  here  than  it  had  been  at  the  school,  a 
week  earlier.  I  made  the  moves,  leaning  away  from  the 
rock,  not  hugging  it.  That  was  the  first  pitch.  It  was  fol- 
lowed by  another.  After  a  few  minutes,  we  had  cleared 
"The  Golden  Staircase." 

"All  right,"  Lowe  said.  "That  was  good.  Let's  keep 


1  hat  is  his  style,  even  with  rookie  cHents.  Keep  mov- 
ing. Attack  the  mountain. 

So  we  kept  moving,  on  into  "The  Wind  Tunnel." 
One  pitch  after  another,  never  pausing  longer  than  it 
took  for  Lowe  to  say,  "Everything  all 
right?  Good.  Let's  go."  Then  Brooke 
and  I  would  wait,  looking  up  as  he 
disappeared  up  the  rock. 

By  "The  Friction  Pitch,"  just 
below  the  summit,  I  was  feeling  a 
nearly  sublime  blend  of  confidence 
and  enthusiasm.  Near  the  top  of  the 
pitch,  with  Lowe  and  Brooke  watch- 
ing, I  leaned  out  from  the  rock  and 
stretched  to  find  a  finger  hold  and 
then  kicked  a  foot  high  to  a  little 
ledge,  extending  myself  in  a  move 
that  I  would  never  have  believed  I 
could  make.  Not  even  on  a  ten-foot 
boulder  down  by  Jenny  Lake. 

"Great  move,"  Lowe  said. 

Top  of  the  world  doesn't  even 
begin  to  describe  the  feeling. 

I  waited,  while  Brooke  went  up 
the  next  pitch.  She  was  climbing 
faster  and  cleaner  than  I  would  ever 
climb,  and  that,  oddly,  just  made  the 
whole  thing  better.  She  called  down 
for  me  to  climb  and  I  started  up, 
making  the  moves.  The  slack  in  my  rope  kept  disappear- 
ing above  me,  and  when  I  came  around  one  outcrop,  I 
saw  her  sitting  on  a  ledge,  with  her  feet  firmly  braced, 
the  rope  around  her  waist. 

Belayed  by  Brooke,  I  thought.  In  so  many  ways. 

When  I  sat  next  to  her  on  the  ledge,  still  breathing- 
hard,  I  smiled  and  said,  "Thanks  for  coming." 

"Thanks  for  asking  me." 

We  sat,  shoulder  to  shoulder  on  that  ledge,  the  rope 
paying  out  as  Lowe  moved  up  the  mountain  above  us. 
When  he  called  for  her  to  climb,  Brooke  stood  up  and 
said,  "It's  just  great,  isn't  it." 

"Just  great,"  I  said. 

A COUPLE  OF  HOURS  AFTER  WED  ROPED  UP,  WE 
finished  the  last  little  spiked  ridge  like  a  couple  of 
cats  and  there  we  were.  On  the  summit. 

Schmitz  and  the  Winterroths  were  stretched  out  on  a 
ledge  enjoying  the  sun,  with  the  whole  mountain  and 
the  valley  laid  out  below  them.  We  talked  the  whole 
thing  through,  again,  with  breathless  animation.  And  at 
some  point  in  the  conversation,  Jeff  Winterroth  said  to 
me,  "You  know,  I  just  hope  that  when  I'm  50,  I'm  still 
doing  things  like  this." 
I  could  have  kissed  him. 

We  spent  15  minutes  on  the  summit,  breathing 

glory. 


Another  climber  said  to  me, 
You  know,  I  hope  that  when  I'm  50, 
I'm  still  doing  things  like  this. " 
I  could  have  kissed  him. 


IT  WAS  A  LONG  WAY  DOWN.  FlRST  TO  THE  HUT  AND 
then  back  to  the  valley.  My  old,  brittle  knees  burned 
like  hot  iron  in  the  boulder  fields.  Brooke  went  ahead, 
and  I  didn't  mind  being  alone.  The  afternoon  was  warm, 
and  I  was  down  to  a  T-shirt.  I  passed  several  other 
climbers,  on  their  way  up,  and  they 
asked  if  I'd  made  it.  When  I  said  I 
had,  they  congratulated  me. 

I  reached  the  meadow  where  we 
had  stopped  for  lunch  the  day 
before.  The  little  stream  glistened 
like  clear  glass.  Down  below,  a  cou- 
ple of  hundred  yards,  I  could  see  my 
daughter  making  her  way  through 
the  boulder  field.  Beyond  her,  there 
was  the  tender  green  valley.  A  blue 
lake  and  then  dry  yellow  where  the 
earth  turned  to  desert.  I  drank  some 
water,  then  splashed  some  on  my 
face  and  neck.  My  skin  shrunk  with 
the  cold. 

It  was  still  a  couple  of  hours  to  the 
bottom.  Then  another  two  hours 
until  I  would  be  back  with  Marsha 
and  Hadley  and  Brooke  at  dinner.  I 
wanted  to  get  off  the  mountain  but, 
still,  I  was  in  no  hurry.  Speed  had 
been  the  thing  this  morning,  on  the 
way  to  the  summit,  and  even  at  50, 
I'd  felt  quick  on  the  rock.  Just  now, 
though,  I  felt  like  lingering  and  taking  in  everything  I 
saw  below  and  above  me  as  deeply  as  possible.  I  looked 
at  the  summit  again,  and  felt  something  intimate  for 
that  huge  point  of  stone.  I  was  50  years  old  and  just  then, 
I  knew  something  more  keenly  than  I  ever  had. 

I  knew  just  how  much  I  was  going  to  miss  all 
of  this.  S3 

Summers  are  busy  around  Jackson  Hole,  so  if  you 
want  to  climb  the  Grand  with  Exum,  it  is  best  to 
make  your  reservations  four  or  five  months  in  advance 
and  to  build  in  some  flex  time  to  allow  for  weather. 
Also,  you  might  want  to  separate  your  two  days  of 
school  from  the  two  days  on  the  Grand,  especially  if 
you  live  near  sea  level  and  need  to  accustom  yourself 
to  the  altitude.  There  are,  however,  cancellations 
throughout  the  summer,  so  you  may  be  able  to  book  a 
climb  on  fairly  short  notice.  Call  307-733-2297,  or 
write  Box  56;  Moose,  WY,  83012. 

Also  ask  for  a  copy  of  their  video,  "The  Grand 
Experience,"  which,  for  $25,  will  either  seal  your 
desire  to  make  the  climb  or  make  you  wonder  if  you 
wouldn't  rather  go  to  the  beach  this  summer. 

Exum  does  not  provide  lodging,  and  bookings  can  be 
tough  in  the  summer.  Try  the  Jackson  Chamber  of  Com- 
merce (307-733-3316)  for  a  list  of  hotels  and  dude  ranches. 
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Sun  Microsystems  executive  Wayne  Rosing 
has  designed  and  built  an  observatory  right 
in  his  backyard.  Now,  he  says,  it's  time 
for  some  "real  science.  " 

Dome 

thoeef 
Dome 


By    Neal  Santelmann 


S  hhhhhh . . . 

It's  nightfall  in  the  Santa  Cruz  mountains.  The  moon  is  rising  above  the 
little  town  of  Los  Gatos.  The  stars  are  twinkling.  The  air  is  crisp.  And  all 
the  Silicon  Valley  execs  are  snug  in  their  expensive  mountain  homes. 
All  except  one. 

There's  a  light  burning  out  back  of  Wayne  Rosing's  place,  high  on  a 
dark  mountaintop,  overlooking  a  thick  valley  of  trees  and  the  lights  of 
Monterey  far,  far  away.  Rosing,  president  of  FirstPerson,  Inc.,  a  consumer 
software  subsidiary  of  Sun  Microsystems,  is  pulling  another  late  one  in  the 
little  observatory  behind  his  house. 

Perhaps  he's  hunched  over  the  computer  keyboard,  hammering  the  last 
few  bugs  out  of  the  program  he's  created  to  track  his  telescope  to  the  heav- 
enly bodies  above  and  retrieve  their  images  from  a  digital  camera.  Or 
maybe  he's  testing  the  accuracy  of  that  same  program,  pausing  anxiously  as 
the  shuttered  dome  rumbles  this  way  and  that,  pinpointing  a  star  here,  a 
galaxy  there.  Or  maybe  Rosing's  just  admiring  his  equipment  and  contem- 
plating all  the  "real  science,"  as  he  puts  it,  to  come. 

Rosing's  observatory — almost  complete — is  the  culmination  of  two 
years  of  late  nights  and  long  days,  machine  tooling  and  sweat  equity,  com- 
puter programming  and  mind-numbing  mathematics,  and  about  $35,000. 
"What  I  really  want  to  be  doing,"  confesses  the  techie-turned-manager,  "is 
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tgning  a  product,  writing  a  program,  designing  a 
microprocessor.  It's  unlikely  I'm  ever  going  to  have  that 
nity  at  work.  So  the  whole  side  of  me  that  wants 
to  contribute  and  do  things  technically  gets  satisfied." 

Carved  into  the  side  of  his  back  deck,  Rosing's  obser- 
vatory is  a  workmanlike  shelter  with  plywood  walls  and 
floor,  heavy  wires,  big  fuse  boxes,  and  a  single  door.  A  14- 
inch  aperture  Celestron  telescope  towers  eight-feet-tall 
in  the  center,  rising  and  falling  on  a  retracting  platform 
and  rotating  in  sync  with  the  steel  dome.  Attached  to  the 
scope  is  a  smaller  guide  telescope  for  tracking,  two  pho- 
tographic filter  wheels,  and  a 
water-cooled  CCD  (charged- 
couple  device)  camera  made 
by  SpectraSource.  "The  equip- 
ment I  have  is  probably  in  the 
98th  or  99th  percentile,"  he 
says,  beaming  like  a  proud 
father.  "This  CCD  is  state-of- 
the-art." 

On  a  desk  in  the  corner  sit 
two  IBM  PCs.  One  computer 
controls  the  motor  and  the 
encoders  via  Rosing's  pro- 
gram. The  other  handles  the 
output  from  the  CCD.  Rosing 
takes  a  seat,  taps  at  the  key- 
board, and  the  M51  "Whirl- 
pool" galaxy  materializes  in 
grey  scale  on  the  screen.  "This 
is  the  very  first  photo  I  took," 
he  says,  adding  some  red  for 
definition.  "It's  two  galaxies  in 
collision.  See  the  loose  struc- 
ture here?  That's  a  second 
galaxy.  And  that  marvelous 
spiral  arm  there  is  a  very  thick 
glob  of  gas." 

What,  we  ask,  would  the 
M51  look  like  through  one  of 
those  little  tripod-mounted 
telescopes  that  we  used  to  use  in  our  backyard?  "Two  lit- 
tle blobs,"  he  answers,  "and  maybe  just  the  slightest, 
slightest  hint  of  a  spiral  arm.  That's  totally  beyond  the 
human  eye  to  see." 

Well  then,  what  can  he  do  with  this  image  of  the  M51? 
"This  instrument,  the  CCD,  can  do  surveys  to  find  vari- 
able stars  in  the  far  galaxies.  Finding  the  stars  has  to  do 
with  refining  the  measurement  of  a  particular  galaxy.  I 
could  take,  say,  30  or  40  photos  over  the  course  of  a  year 
then  go  back  and  do  image  analysis.  From  the  variations 
in  intensity  you  can  say  that  a  star  is  a  Cepheid  variable 
or  an  RR  Lyrae  variable — whatever.  I'd  probably  link  up 
with  a  professional  astronomer,  who  would  then  do  a 
thorough  analysis." 

That's  not  likely  to  happen,  though,  because  Wayne 
Rosing  is  far  more  interested  in  the  construction  of  his 


Star  light ;  star  bright:  the  Veil  nebula  in  the 
constellation  Cygnus,  as  seen  from  Rosing's  backyard. 


observatory  than  doing  the  astronomical  science  himself. 
Indeed,  his  observatory  is  a  variant  on  that  message  in 
Kevin  Costner's  head:  "If  you  build  it,  they  will  come." 
When  he  finishes  it,  the  47-year-old  Rosing  hopes  and 
intends,  astronomers  will  be  able  via  computer  linkage  to 
use  his  totally  remote-controlled  equipment  to  pursue 
their  own  star  searches. 

"I'm  preparing  this  observatory  so  someone  else  can  do 
the  science,"  Rosing  declares.  "I  don't  care  if  I  do  it,  but  I 
would  be  very  disappointed  if  in  the  end  it  doesn't  get 
done."  To  make  sure  the  science  does  get  done,  he  contin- 
ues, his  observatory  "has  to  be1 
incredibly  reliable,  it  has  to  be'1 
accurate,  and  it  has  to  be' 
remote  control.  I'm  building  it 
in  the  spirit  of  Japan  and  sta- 
tistical process  control.  It's 
very  quantitative,  very  accu- 
rate. I've  been  obsessive  that 
everything  works  perfectly. 
It's  not  sloppy." 

Sounds  good  to  us — 
though  the  day  we  stopped  by 
it  was  raining  and  the  roof 
started  to  leak,  to  Rosing's 
dismay.  But  credit  the  man 
with  reaching  for  the  stars. 
"Most  of  the  small,  fully 
automated  telescopes  like  this 
have  been  built  by  small 
astronomy  departments  that 
have  lots  of  slave  labor,"  he 
says.  "Only  a  couple  of  ama- 
teurs have  done  it  privately." 

There  are  some  300,000 
amateur  astronomers  around 
the  globe:  from  crick-necked 
backyard  star-gazers  to  lunar 
occultation  chasers,  asteroid 
trackers,  variable  star  ob- 
servers, astro-photographers 
and  legions  of  Japanese  comet  hunters.  They  join 
astronomy  clubs,  gather  at  trade  shows,  and  spend  many 
a  moonless  weekend  huddled  on  hilltops  at  late-night 
star  parties. 

It's  a  scene  Rosing  religiously  avoids.  "There  always 
seems  to  be  two  groups,"  he  complains,  "the  people  who 
really  aren't  very  interested,  and  the  people  who  are  so 
hard-core  they're  obnoxiously  annoying,  with  excessive 
opinions  about  all  known  things — most  of  which  are 
wrong.  It's  their  social  connection,  their  connection  with 
life,  and  they're  all  weird." 

Rosing  is  no  dilettante,  and  his  dream  no  crackpot's 
fixation.  A  long-time  technophile,  he  got  hooked  on 
astronomy  back  in  high  school  after  viewing  Jupiter 
through  a  small  telescope  built  by  a  friend.  He  went  on  to 
build  his  first  six-inch  aperture  telescope  while  he  was  at 
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Berkeley  in  the  early  1970s.  In  the  "ancient  tradition"  of 

, '..nomers,  he  ground  his  own  mirrors  ("the  most 
tremendously  boring  task"),  and  even  lathed  the  mount- 
ing out  of  scrap  metal  from  a  junk  yard. 

The  six-incher  worked  just  fine,  and  Rosing  figured  his 
future  was  clear.  That  is,  until  he  discovered  that  universi- 
ties were  cranking  out  some  100  astronomy  Ph.D.'s  a  year 
for  only  a  few  academic  openings.  With  a  similarly  strong 
interest  in  electronics  and  computers,  he  simply  switched 
studies,  a  most  lucrative  decision  in  view  of  his  eventual 
successes  in  Silicon  Valley,  first  at  Apple,  then  at  Sun. 

His  fascination  with  astronomy  never  waned,  but 
Rosing  was  eventually  deterred  by  what  he  saw  as  the 
disparity  between  astronomy-as-science  and  astronomy- 
as-hobby.  "I  just  couldn't  see  how  to  bridge  it,"  he  says. 
"With  the  small  equipment  affordable  to  amateurs  like 
myself,  you  just  couldn't  have  the  light-gathering 
power  necessary  for  science.  I 
almost  dispensed  with  ever 
doing  anything  meaningful  at 
the  hobby  level." 

Enter  the  CCD  camera  in  the 
1970s.  An  astonishing  techno- 
logical improvement,  the  CCD 
is  basically  an  array  of  very  small 
squares  of  silicon,  which  are  sen- 
sitive to  the  entire  range  of  visi- 
ble light.  While  film  is  about  1% 
efficient  with  a  narrow  dynamic 
range,  a  CCD  is  80%  efficient 
with  a  wide  dynamic  range. 
That  means  those  faint  little 
teeny-weeny  blips  of  light  up 

there,  the  ones  film  could  never  capture,  are  now  easily 
reproducible  with  a  CCD. 

Rosing  followed  the  on-the-ground  progress  of  the 
Hubble  telescope  and  the  CCD  sensors  it  would  use. 
He  knew  the  technology  would  get  cheaper.  And  when 
he  figured  out  what  it  would  mean  for  amateurs,  he 
dove  in.  "Astronomers  would  have  died  to  have  this  20 
years  ago!"  he  explains,  with  the  enthusiasm  of  a  hacker 
booting  up  some  new  software.  "It's  beyond  the  state- 
of-the-art  of  the  best  observatories  back  then.  And 
now,  less  than  20  years  later,  it  can  be  in  the  hands  of 
anyone  with  $500  or  $600."  (His  own  CCD  cost  $10,000 
in  1992.) 

So  Rosing  caught  the  astronomy  bug  again — as  he 
puts  it,  "big-time."  Too  big,  actually.  He  came  down  with 
a  severe  case  of  "aperture  fever,"  purchasing,  among  other 
things,  a  40-inch  mirror  blank  for  a  telescope  of  his  own. 
He  made  plans.  He  made  calculations.  He  bought 
machine  tools  at  auctions  and  laid  out  a  shop  in  his 
garage.  And  the  mirror  blank  sat  there  for  seven  years. 

"I'd  thought  I'd  build  a  very  serious  amateur  tele- 
scope— one  of  the  biggest  ever,"  Rosing  remembers.  "It 
would  be  a  heroic  thing."  Instead,  life  reared  its  bother- 
some head.  There  was  work,  home,  social  life  and  a  new 


Credit  Rowing  for  thinking  big: 
he  dayd  hid  14-inch  telescope 
u  judt  a  trial  run  for  the  fully 
automated  25-incher  he  wanty 
to  build  near  Monterey. 


wife.  He  got  caught  up  in  scuba  diving.  Then  salt-water 
aquariums.  Then  model  helicopters.  And  always,  of 
course,  there  were  computers.  "I  was  so  scattered,  I 
accomplished  nothing." 

So  he  made  the  decision  to  go  one  project  at  a  time. 
And  when  it  came  time  for  that  40-incher,  Rosing  got 
realistic.  "I  just  wanted  to  get  something  running,  forget 
state-of-the-art.  I  was  upstairs  talking  to  my  wife, 
Dorothy.  I  said,  'It's  so  frustrating,  I  have  all  these  ambi- 
tions, but  I  never  get  anything  done.'  I  pointed  down  to 
the  deck  and  said,  'What  I  should  have  done  was  put  a 
dome  right  there!'  And  Dorothy  turned  to  me  and  said, 
'Why  don't  you?'  And  here  we  are." 

Well,  almost.  Rosing's  ambitious  agenda  calls  for  a 
benevolent  giveaway  of  his  computer  program  to  equally 
serious  amateurs,  as  well  as  hooking  up  the  observatory  to 
a  nascent  remote  observers  network  so  that  other  astron- 
omers— amateur  and  profes- 
sional— might  be  able  to  use  it 
from  afar  for  variable  star  research. 
Beyond  that,  Rosing  would  like 
to  do  some  community  outreach 
to  get  kids  interested  in  astrono- 
my and  maybe  even  write  a  book 
for  novice  astronomers. 

He  might  have  stars  in  his 
eyes,  but  Rosing's  plans  are  at 
least  in  keeping  with  his  belief 
that  amateur  astronomy  could 
use  a  swift  kick  in  the  butt.  The 
problem,  he  believes,  is  that 
without  sophisticated  direction 
most  potentially  productive 
amateurs  will  just  plain  give  up.  "The  vast  majority  of 
people  get  bored  quickly  because  there's  no  gratification. 
The  trick  is  to  bring  people  forward." 

Astronomy,  in  fact,  is  one  of  the  few  scientific  disci- 
plines to  which  amateurs  can — and  do — make  meaning- 
ful contributions.  There's  a  rich  history  of  non-profes- 
sional involvement.  It  was  long  considered  gentlemanly 
for  men  of  means  to  do  a  little  science,  and  many  of  the 
older  observatories  were  set  up  by  wealthy  individuals 
through  trusts  and  donations,  including  the  Yerkes 
Observatory  in  Williams  Bay,  Wise,  and  the  Lick 
Observatory  near  San  Jose.  Indeed,  up  until  the  1940s 
there  was  almost  no  government  sponsorship  of  astrono- 
my. These  days  the  pros  rely  on  amateurs  to  hunt  for 
comets  and  supernovas,  to  monitor  variable  stars,  as  well 
as  to  do  basic  photography. 

So  in  his  own  way,  Rosing  is  reviving  that  noble  tra- 
dition. Again,  credit  him  for  thinking  big.  He  says  this 
14-incher  is  actually  just  a  trial  run  for  the  fully  auto- 
mated 25-incher  he  wants  to  build  near  Monterey, 
where  the  sky  is  darker,  the  atmosphere  less  turbulent, 
and  the  altitude  twice  as  high.  Not  for  his  own  use,  of 
course,  for  those  pros  who  need  a  place  to  crank  out 
some  "real  science."  38 
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AD  THERE  BEEN  A  SHARPER  IMAGE 

Catalogue  in  the  year  1780,  these  are 
some  of  the  things  the  acquisitive 
man  of  the  age  could  have  ordered 
up:  a  perpetual 
dar  with  Father 


Time  at  its  ivory  base.  A  new 
sextant,  presumably  to  leave 
his  old-fashioned  quadrant- 
and  octant-using  neighbors  far 
in  his  wake.  A  nocturnal,  so 
that  he'd  never  miss  an  evening's  rendezvous. 
(A  complement  to  the  pocket  sundial,  noctur- 
nals used  the  position  of  the  Great  or  Little  Bear 
to  tell  time  at  night.)  Or  a  loxocosme,  for  when- 
ever the  discussion  turned  to  the  annual  and 
diurnal  movements  of  the  earth,  the  cause  of  the 
phenomena  of  the  seasons,  or  the  inequality  of 
the  length  of  days. 

To  the  modern  eye,  such  objects  are 
odd,  exotic,  and  beautifully  construct 


ed;  they  are  often  perfectly  functional.  They  are  also 
part  of  the  fascinating  and  utterly  undercollected  field 
of  antique  scientific  instruments. 

"The  whole  subject  is  practi 
cally  invisible  to  the  average  per- 
son," says  Jon  Baddeley,  Sothe- 
by's   instrument    maven  in 
London.  "There  isn't  exactly  a 
shop  selling  antique 
scientific  instruments 
in  every  High  Street." 
"It's  a  small  world," 
agrees  Yola  Coffeen,  a 
dealer  in  Hastings-on- 
Hudson,  New  York, 
"and  fairly  unchang- 
ing." Almost  everyone 
in  it  is  male,  well-heeled,  and  rather 
close-mouthed  about  his  interest. 
The  only  other  thing  these  collec- 
tors (whose  ranks  are  said  to 


mid- 18th- 
tclescope, 
signed  "f .  Dollond 
fecit  Londini." 
(Above  left)  A 
Tranquilo  M6I0 
terrestrial  gearwork  in 
a  crystal  sphere,  1834. 


nclude  Citibank  CEO  John  Reed  and  Prince 
Charles)  really  have  in  common  is  their  admira- 
:ion  for  exquisitely  made,  historically  important 
i  gadgets. 

There  is  something  curiously  appealing  about 
iinstruments  made  for  daily  use  by  the  adventurers 
and  pathfinders  of  other  times.  They  are  the  pre- 
vious jetsam  of  several  hundred  years  of  scien- 
tmc  discovery — the  microscopes  and  navi- 
gational devices,  telescopes  and  surveying 
equipment,  clocks  and  demonstration 
apparatuses  that  were  the  high-tech 
of  their  eras.  They're  fun  to  look  at 
and  even  more  fun  to  play  with; 
they  even  smell  good,  like  a 
whiff"  of  history  blowing  past. 

Take  the  mariner's  astro- 
labe, for  example,  a  surpris- 
ingly weighty,  rather  med- 
ieval circlet  of  worn  metal. 
By  sighting  the  altitude  of 
the  sun  or  stars  above  the 
horizon,  any  sailor  in  unchart 
ed  waters  could  use  this  adaption 
of  an  ancient  Moorish  design  to 
find  his  latitude  (and  a  little  peace  of 
mind):  Not  quite  like  the  Global  Position 
ing  System  of  today,  but  it  was  likely 
this  instrument  that  helped  guide 
Columbus  toward  the  New  World. 
Indispensable?  Clearly — circumnaviga- 
tor Ferdinand  Magellan  sailed  with  no 
less  than  24. 

Or  take  the  perfectly  balanced  angles  and  gleam- 
ing tubes  that  make  up  the  surveyor's  theodolite. 
"The  Mason-Dixon  line"  is  a  rather  dry  historical 
concept,  and  of  sadly  decreasing  familiarity  to  most 
American  students.  But  when  you  handle  a  theodo- 
lite like  the  one  used  by  surveyors  Charles  Mason  and 
Jeremiah  Dixon  to  mark  the  famous  line 
between  Mary- 
land and  Pennsyl- 
vania in  1763,  it's 
not  only  a  beauti- 
ful sculptural  ob- 


ject, but  it  gives  the  history  real  meaning.  Many 
theodolites  from  this  period  can  still  perform 
their  mathematical  function  of  measuring  space, 
although  it  helps  to  have  some  trig  when  you're 
fooling  around.  Economic  history  helps  too:  serious 
^  collectors  would  immediately  recognize  the  Mason- 
Dixon  team's  brass  instrument  as  English,  not 
local.  Why?  Brass-making  in  the  colonies  was 
frowned  upon  by  King  George  in. 

Nothing  beats  the  exquisite  decoration 
^      and  fine  finish  of  the  instruments  in  the 
category  of  "a  gentleman's  accou- 
nt     trements."  These  date  from  a  time 
when  science  was  considered  part 
L     of  the  education  of  anyone  of 
wealth  and  learning — not  just 
the  purview  of  the  specialist. 
"In  the  18th  century  every 
gentleman's  library  had  a 
globe,  a  telescope  and  an  air- 
pump,"  says  Yola  Coffeen. 
"George  Washington  and 
Thomas  Jefferson  both  owned 
examples  of  these."  Kings  and 
princes,  the  great  ducal  families, 
wealthy  commoners  with  education 
and  time — all  were  avid  consumers  of  the 
cutting-edge   instruments   of  the 
moment. 

That's  why  these  objects — generally 
classified  as  dating  from  1500-1900 — 
have  aged  so  beautifully:  such  a  high- 


An  18th-century 
Persian  planispheric 

astrolabe,  signed 
"Made  by  Hajji  Ali," 
and  "twentieth  work." 


A  Parkes  6c 
Hadley  orrery, 
1870. 


Two  late- 18th-century  sextants, 
by  Ramsden  (r.)  and  Eraser  (1.). 

born  audience  demanded  the  greatest  luxury  in  work- 
manship and  materials.  They  ordered  up  instruments 
as  fine  as  any  objet  d'art  of  the  period,  crafted  in 
ebony,  brass,  silver,  even  gold,  and  exquisitely  finished 
with  floral,  architectural  and  animal  motifs. 

Sundials,  for  example,  became. extravaganzas  of 
complexity  and  decoration.  Man  has  long  measured 
time  by  means  of  a  shadow  cast  by  a  fixed,  right- 
angled  indicator.  ("Come  to  dinner"  said  Aristo- 


phanes  circa  400  bc,  "when  your  shadow  is  ten  times 
the  length  of  the  foot.")  By  the  18th  century  the  genre 
had  reached  its  aesthetic  apogee  in  dials  from  Paris 
and  Augsburg.  "During  this  era  pocket  sundials  still 
competed  with  pocket  watches,"  says  Jonathan  Snel- 
lenburg,  an  antiquarian  horologist  at  James  Robinson 
in  New  York.  An  equinoctial  dial  like  the  eight-sided 
beauty  made  about  1720  in  Augsburg  of  silver  and  gilt 
brass  can  be  set  for  summer  or  winter,  includes  a 
compass  and  latitude  quadrant,  and  is  engraved  so 
meticulously  that  the  dials  and  numbers  are  as  deco- 
rative as  the  scrolling  flourishes  that  surround  them. 

One  of  the  surprising — and  most  appealing — 
aspects  of  this  field  is  that  not  very  big  bucks  are 
involved.  Jon  Baddeley  describes  antique  scientific 
instruments  as  "underpriced."  (Though  these  days 
that  is  a  rather  relative  proposition.)  A  very  random 
sampling  of  recent  prices  shows  them  ranging  from  a 
few  hundred  dollars  for  a  late  19th-century  micro- 
scope, to  the  low  thousands  for  such  items  as  an  1845 


This  Philip 
&  Son  1870 

orrery  has 
eight  planets 
and  their 
moons. 


theodolite  priced  at  $1,950;  a  signed,  mid-i9th  centu- 
ry English  double-framed  sextant  with  scales  of  plat- 
inum and  gold  for  $1,650;  and  a  French  sundial  from 
1700  for  $3,850.  At  what  is  usually  the  very  top  end  of 
the  field,  you  can  drop  a  lot  of 
money,  if  you  wish — up  to 
several  hundred  thousand 
dollars  for  an  early  astrolabe. 
But  that's  still  cheap  when 
you  consider  the  cost  of  a 
mediocre  Impressionist 
painting. 

Who  collects  these  things? 
Some  collectors  are  professionals 
who  want  a  taste  of  the  history  of  their 
specialty.  Many  doctors  and  research 
scientists,  for  example,  are  partial  to 
the  microscopes  which  became 
widespread  during  the  19th  century, 
and  which  were  often  used  not  just 
for  science  but  to  provide  an  evening's 
fashionable  diversion.  Equipped  with 
specially  prepared  slides  on  which  th 
Lord's  Prayer  or  a  photo  of  the  Arctic 


If  you  live  on  the 
48th  latitude,  this 

1865  Chevalier 
noon  cannon  will 

fire  promptly  at 
the  sun's  apogee. 


A  horizontal  mechanical  sundial  by 
Franz  Knit!,  Linz,  c.  1730. 

would  be  visible  only  under  magnification,  they 
became,  as  dealer  Harriet  Wynter  explains,  "a  toy  for 
after-dinner  entertainment  in  the  drawing  room. 
Everybody  would  take  turns  looking  through  the  lens 
and  saying  'Ooohh!'" 

Some  of  the  most  marvelous,  intricate  objects — 
armillary  spheres,  orreries  and  tellurians,  for  exam- 
ples— seem  best  to  demonstrate 
what  their  eras  didn't  know.  The 
earliest  armillary  spheres  naturally 
placed  the  earth  in  the  pre-Coper- 
nican  center  of  things.  On  one  from 
1539,  a  crystalline  sphere  hangs  on 
very  edge  and  is  hopefully  labeled 
'The  Habitation  of  God." 
Orreries,  named  after  the  Earl  of 
Orrery  for  whom  the  first 
one  was  made  in  1710, 
put  the  sun  correctly 
center  stage.  Ivory 
planets  controlled 
by  a  clockwork 
crank  revolve 
around  it  on  gilt 
brass  arms  of  diff- 
erent lengths.  But 
how  many  planets?  At 
first  there  were  proba- 
bly only  six  of  them,  all 


that  could  be  seen  at  the  time,  along  with  their 
moons.  "It  was  typical  of  the  kind  of  thing  made 
for  gentleman  scientist-philosphers,"  says  Jon  Bad- 
deley.  "You  demonstrate,  and  then  have  philo- 
sophical discussions  with  your  neighbors." 

Those  thinking  about  collecting  should 
check  out  dealers'  catalogues,  which  tend 
to  be  quite  educational,  as  do  the  sale  cata- 
logues of  the  regularly  scheduled  auctions 

at  Sotheby's  and 


With  an  English 
boxwood  early  18th- 
century  nocturnal, 
one  could  tell  the 
time  even  at  night. 


Christie's  in  Lon- 
don. A  potential 
purchase,  dealer 
Trevor  Waterman 
suggests,  should 
"look  well,  work 
well,  be  by  a  good 
maker,  and  if  it's 
later  than  1700, 
it     should  be 
signed."  Prove- 
nance matters  too. 
"Presentation  in- 
struments" such  as 
a  telescope  pre- 


sented to  the  Prince  of  Wales  by  the 
Duke  of  Earl  are  of  particular  interest, 
as  well  as  something  owned  by  a 
famous  person  or  used  on  an  his- 
torical occasion. 

In  spite  of  the  many  attrac- 
tions, dealers  do  not  expect  the 
market  for  antique  scientific  in- 
struments to  expand  much  any- 
time soon.  "You  have  to  know 
a  ton  of  stuff  to  collect  in  this 
field,"  says  one  collector.  Oh, 
come  on... a  quick  brush-up  on 
your  astronomy,  history  and 
higher  mathematics,  and  you'll 
be  ready  when  someone  gazes 
upon  your  new  acquisition  and 
wonders,  "What  on  earth  is 
that?"  Advises  Jon  Baddeley: 
"You  just  take  it  out  in  the  gar- 
den and  demonstrate."  38 


A  mother-of-pearl 
early  18th-century 
perpetual  calendar. 


Ann  E.  Berman  is  a  free-lance 
writer  who  has  long  believed  that  the 
world  is  round. 


Here  followeth  a  list  of  well-known  dealers  in  antique  scientific  instruments: 

The  Antiquarian  Scientist 

Karl-H.  Pohl 

Raymond  V.  Giordano 

Lintgasse  5 

P.O.  Box  985 

50667  Koln  1  Germany 

Acton,  Massachusetts  01720 

011-49-221-257-7605 

508-263-5504 

Arthur  Middleton 

James  Kennedy  Antiques,  Ltd. 

12  New  Row,  Covent  Garden 

James  Kennedy 

London  WC2N  4LF, 

905  West  Main  Street 

England 

Durham,  North  Carolina  27701 

011-44-71-836-7042 

919-682-1040 

Trevor  Philip  &  Sons  Ltd. 

Tesseract 

Trevor  Waterman 

David  and  Yola  Coffeen 

75A  Jermyn  Street,  St.  James 

Box  151 

London  swiy  6np 

Hastings-on-Hudson,  New  York  10706 

England 

914-478-2594 

011-44-71-930-2954 

Librairie  Alain  Brieux 

Harriet  Wynter  Ltd. 

Dominique  Brieux  and  Jimmy  Drulhon 

Harriet  Wynter 

48  Rue  Jacob 

50  Redcliffe  Road 

75006  Paris,  France 

London  swio  9NJ  England 

011-33-1-42-60-21-98 

011-44-71-352-6494 
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//  is  when  you  are  alone 
that  drinking  can 
become  virtually  an 
artistic  experience,  muses 
our  spiritsual  adviser. 


Loaded  Questions 


By  Don  Vi vant 


As  a  practiced  spiritsual  counselor  I  advise  that 
while  there  are  myriad  marvelous  ways  to 
drink — tete  a  tete  a  deux  in  a  darkened  room, 
rowdy  rounds  in  a  bar  with  football  on  the  TV,  cocktail 
parties  on  a  lawn,  and  so  on  and  on,  myriad  marvelous 
ways — nevertheless  the  ultimate 
way,  in  a  way,  is  to  drink  alone.  It 
is  when  you  are  alone  that  drink- 
ing can  become  virtually  an  artis- 
tic experience — creatively  intel- 
lectual, intellectually  creative, 
approaching  the  sublime. 

All  sorts  of  effects  are  achiev- 
able: modest  out-of-body  trips  of 
a  drifty,  dreamy  nature;  time-dis- 
tortions, like  reliving  past  events 
in  a  way  in  which  (this  time)  you 
act  much  better  (than  you  did 
before);  or  just  swimming  lan- 
gorously  in  a  heated  pool  of 
insights  and  profundities,  letting 
the  relaxed  mind  range  at  will. 

Sobriety  is  The  Great  Inhibitor.  But  just  in  the  same 
way  that  a  drop  or  two  (or  more)  of  booze  will  loosen 
the  lip  at  a  party  (sparkle  and  quip),  limber  the  legs  on 
the  dance  floor  (Fred  and  Ginger),  in  company — the 
same  release  of  inhibitions-  n -thinking  can  occur  when 
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you  are  alone.  Fancy,  set  free,  soars.  Speculation, 
unshackled,  races  from  cell  to  cell  to  unblock  the  whole 
colorful  prison  of  thoughts.  Booze  is  Prometheus, 
bringing  fire  and  freedom  to  the  mind  of  Man. 

All  the  Great  Ideas  of  Science  and  Society  down 
through  the  ages  were  launched 
on  liquor.  Clearly  Archimedes 
was  loaded  in  the  bathtub  when 
he  suddenly  understood  Dis- 
placement and  shouted  "Eure- 
ka!" When  Einstein  conceived 
his  Theory  of  Relativity,  do  you 
think  he  was  sober?!  You  don't 
enter  the  Fourth  Dimension  that 
way!  Isaac  Newton  had  passed 
out  under  a  tree  when  that  apple 
fell  on  his  head  and  he  invented 
Gravity.  Freud's  great  insights 
into  the  workings  of  the  subcon- 
scious are  just  another  example 
of  the  access  we're  extolling. 
Even  religion  can't  match  booze: 
said  A.E.  Housman  famously,  "Malt  does  more  than 
Milton  can,  to  justify  the  ways  of  God  to  Man." 
Descartes'  great  realization  Cogito  Ergo  Sum — "I  think, 
therefore  I  am" — was  originally  uttered  (thickly)  as  Bibo 
Ergo  Cogito — "I  drink,  therefore  I  think."  And  truly 
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William  Blake's  vision  must  have  been  cleared  by  spirits 
when  he  perceived:  "The  road  of  excess  leads  to  the 
palace  of  wisdom." 

Not  much  is  needed,  or  even  desirable,  for  solitary 
drinking.  Recorded  music  may  perhaps  set  a  tone — 
Beethoven's  late  quartets,  big  band  music,  Chet  Baker, 
early  Beatles,  and  so  on — but  it  may  be  that  the 
melodies  are  too  associative,  limiting  the  mind  to  mem- 
ory instead  of  simple  reverie  and  philosophic  reflection. 
Certainly  you  don't  want  anyone  else  there,  or  you'd 
defeat  the  whole  purpose  of  the  thing.  This  is  not  "cock- 
tails for  two,"  but  "cocktails  for  tout  seul,"  so  to  speak. 
But,  actually,  a  mixed  drink  like  a  cocktail  is  not  what's 
wanted  (right  now) — banish  blenders  and  eschew  shak- 


ers.  A  bottle  of  straight  fine  spirits  right  by  the  elbow, 
perhaps  some  ice  and  water,  a  glass  that  pleases — noth- 
ing more  is  needed  except  your  own  sweet  self. 

It  might  be  imagined  that  the  kind  of  booze  you're 
drinking  would  affect  the  nature  of  your  cogitation.  If 
you  drink  tequila,  for  instance,  you  might  find  yourself 
trying  to  think  like  a  Mexican,  which  is  hard  if  you're 
not  (a  Mexican),  although  not  as  hard  of  course,  as  try- 
ing to  think  like  a  Mexican  peasant  because  you're  drink- 
ing mescal,  not  that  you  could  think  of  anything  much 
anyway  on  mescal.  The  Consul  in  Malcolm  Lowry's 
Under  The  Volcano  ruminated  like  crazy  on  mescal,  but 
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worth  it.  And  supposing  you  were  drinking  vodka,  try- 
ing to  think  like  a  Russian  peasant.  "LU  dpt,  dp  Krbi- 
biLUCbT  3yct>bict)Te!"  you'd  think,  then  scratch  the  back  of 
your  head.  What  on  earth  does  that  mean,  you'd  say  to 
yourself  and  scratch  the  back  of  your  head  again. 
"Goodness  only  knows,"  says  Gogol  in  Dead  Souls, 
"scratching  the  back  of  the  head  can  mean  all  kinds  of 
things  to  a  Russian  peasant."  Or,  drinking  gin  might 
transport  you  to  the  club  car  of  a  train  out  of  Grand 
Central  Station,  in  the  nether  world  'twixt  office  and 
home,  bemused  by  the  discrepancies  in  each  case  (office 
and  home)  between  an  ideal  (worthwhile  work,  sup- 
portive family)  and  what  your  life  actually  is — relishing, 
in  John  Cheever's  phrase,  "the  sorrows  of  gin."  Or,  take 
a  few  sips  of  a  single  malt  scotch  whisky 
and  experience  the  rush  of  confidence  and 
courage  of  a  MacDonald  clansman,  hairy- 
kneed  in  his  kilt,  clutching  his  claymore, 
in  the  cold  mists  of  Glencoe  Vale,  fully 
prepared  (this  time)  for  the  treacherous 
Campbells. 

In  actual  fact,  however,  the  taste  of  the 
particular  kind  of  booze  you're  drinking 
will  make  small  difference  beyond,  per- 
haps, a  simple  recall  of  travels — ouzo  of 
the  Greek  Islands,  pastis  of  the  South  of 
France — in  the  Proustian  way  the  taste  of 
a  morsel  of  madeleine  soaked  in  lime- 
flower  tea  (yuck)  unfolded  Marcel's  entire 
memory  of  Combray  like  a  Japanese  paper 
flower  opening  in  water. 

Far  better  simply  to  tap  into  your  own 
mind  as  it  is  now,  with  a  familiar  brown 
drink  (bourbon  or  scotch)  of  a  high  proof. 
Then  get  ready  to  rock  and  roll  without 
moving  a  damn  inch. 

"Give  me  a  place  to  stand,"  said 
Archimedes,  "and  I  will  move  the  earth"; 
but  there's  no  need  to  stand,  really.  Toward 
the  end  of  your  night  of  solitary  drinking 
you  can  just  lie  there  in  bed,  flat  on  your 
back,  and  make  the  whole  world  while 
around  you.  What  power!  All  sorts  of 
wonderful  visual  effects  are  available.  Shut  your  eyes  and 
watch  the  fireworks.  "Ooh!"  you  say,  and  "Aah!"  (the 
way  everyone  does  at  fireworks),  enjoying  the  spectacle, 
waiting  for  the  grand  finale. 

If  you  handle  this  drinking-thinking  thing  right,  it 
can  be  like  writing  complicated  equations  in  chalk  on  a 
blackboard.  Booze  has  a  built-in  eraser  that  will  wipe  it 
all  greyly  clean  in  the  darkness  of  sleep.  The  really  won- 
derful thing  about  having  all  these  grand  high-falutin 
thoughts  when  you're  loaded  is  that  you  won't  be 
embarrassed  by  remember- 
ing any  of  them  in  the 
morning.  B3 
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he  ended  up  tossed  into  a  barranca  with  a  dead  dog.  Not 


FYI 


FORBES  99 


Excellent  Adventure 


1  I  ^HE  PLACE  WAS  A  GLACIER  IN  SOUTHERN  GREENLAND,  FIFTY  MILES  OUTSIDE  THE 

X  Arctic  Circle;  the  time,  summer.  We  stood  in  a  big  yellow  vinyl  tent  shaped  like  a 
^uonset  hut.  Pat  Epps  put  on  a  yellow  slicker  suit,  placed  a  hard  hat  with  a  miner's  lamp  on 
lis  head,  and  strapped  himself  into  a  bosun's  chair.  Epps  and  his  crew  of  tinkerers  and 

join  the  Allied  Forces  in  1942  when,  trapped  by  bad 
weather  and  running  out  of  fuel,  they  belly-flopped  onto 
the  ice  sheet.  The  25  pilots  and  crew  members  were  even- 
tually rescued — the  largest  rescue  of  ditched  aviators  in 
American  military  history — but  the  aircraft  were  left 
behind,  and  over  the  years,  as  the  snow  mount- 
ed and  the  great  river  of  ice  flowed  to  the 
sea,  interest  in  the  abandoned  warbirds 
grew,  as  did  their  value,  until  a  num- 
ber of  adventurers  and  speculators  set 
out  to  find  and  perhaps  even  to  fly 
the  now  legendary  aircraft  of  the 
Lost  Squadron. 

As  it  happened,  Epps  possessed 
an  abundance  of  the  two  qualities 
that  would  be  essential  to  anyone 
attempting  that  unlikely  feat:  he  was 
totally  crazy  about  airplanes  and  com- 
pletely ignorant  about  glaciers.  A  Georgia 
native,  he  is  a  veteran  professional  pilot  and 
also  the  owner  of  Epps  Aviation,  a  charter  and 
flight-service  operation  at  DeKalb-Peachtree  Airport  in 
Atlanta.  He  has  lavished  a  good  deal  of  his  own  money 
on  the  Greenland  Expedition  Society,  but  much  of  the 
group's  cash  has  come  from  "investors."  If  there  is  one 
thing  Epps  does  better  than  flying,  it  is  selling.  Almost 


ahoos  had  spent  two  months  sinking  a  great  shaft  into  the 
ce  sheet,  and  he  was  about  to  inspect  the  work  in  pro- 
gress. A  chain  connected  his  bosun's  chair  to  a  winch  that 
vas  lashed  to  a  steel  beam  over  his  head.  He  stepped  off 
he  plywood  ledge  and  swung  out  over  the  hole.  For  a 
noment,  he  just  dangled  there,  twirling  like  a 
nobile  over  the  abyss.  Looking  down,  all  he 
ould  see  were  layers  of  white  and  blue 
nd  green  ice — and  then  black.  He 
ould  not  see  the  bottom.  "Weird 
)lace,  huh?"  he  shouted  over  the 
hrum  of  gas-powered  generators, 
hen  he  nodded  to  the  guy  running 
he  winch,  and  with  a  grinding  of 
;ears  and  a  rattling  of  chain  length  he 
legan  his  slow  descent  into  the  glacier. 

It  was  Epps'  seventh  trip  to  this 
rozen  desert  in  the  last  decade,  and 
y  now  the  outfit  he'd  co-founded,  the 
jreenland  Expedition  Society,  had  spent 
learly  a  million-and-a-half  dollars  conducting 
vhzt  may  be  the  world's  kookiest  treasure  hunt.  The 
xpeditioners  were  trying  to  salvage  a  p-38  Lightning 
ighter  plane  that  was  imbedded  in  the  glacier  like  a  bug 
n  amber.  That  plane,  five  other  P-38S,  and  two  B-17 
lying  Fortresses  had  been  headed  for  Great  Britain  to 


A  P-38  Lightning  from 
World  War  II  is  the  prize  in 
the  world's  kookiest  treasure  hunt 

By  Terence Monmaney 

Photographs  By 
Louis  A.  Sapienza 
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Members  of  the  Greenland  Expedition  Society  surround  the  coiled,  conical  copper  tubing  of 
the  "Super  Gopher, "  used  to  melt  the  ice  in  the  26-story  shaft. 


from  the  start,  he'd  been  peddling  shares  in  a  collection  of 
half-century-old  frozen  airplanes  that  he  had  never  seen, 
that  he  did  not  actually  own,  that  he  would  not  necessar- 
ily be  able  to  retrieve,  that  he  had  no  idea  how  to  trans- 
port back  to  the  States,  and  that  he  was  not  in  a  position 
to  rebuild  if  he  did.  Naturally,  the  money  poured  in. 

He  began  his  quest  for  the  abandoned  aircraft  in  the 
summer  of  1981.  He  and  three  others,  including  his  friend 
Richard  Taylor,  an  architect,  hired  a  ski  plane  on  the 
Greenland  coast  and  flew  to  where  the  airmen  had  sup- 
posedly landed.  "Now  you  is  no-vere,"  said  the  charter 
pilot,  a  Dane,  as  he  left  them  to  camp  on  the  snowy 
expanse.  Their  thinking  was  that  the  planes  were  perhaps 
five  to  forty  feet  below  the  surface,  and  Epps  half-serious- 
ly  planned  to  shovel  'em  out,  gas  'em  up,  and  fly  'em 
away.  For  days,  he  and  Taylor  scanned  the  area  using  a 
high-powered  metal  detector — a  couple  of  guys  walking 
around  atop  a  vast  glacier  like  beachcombers  looking  for 
dropped  change.  They  found  nothing,  and  went  home. 
Later  that  year,  Epps  and  Taylor  returned  to  Greenland, 
but  ground  blizzards  kept  them  from  reaching  the  ice 
sheet.  Without  having  lifted  a  shovelful  of  snow,  the 
G.E.S.  was  many  thousands  of  dollars  in  the  hole. 


The  next  time  Epps  and  friends  returned  to  the  ice 
sheet,  in  1986,  he  brought  along  a  geophysicist,  who  used 
a  ground-penetrating  radar  device  to  scan  the  landing 
area.  They  found  nothing.  Then,  in  1988,  seven  years  aftei) 
he'd  embarked  on  what  he  calls  his  "big  adventure' 
("adventure"  as  a  Southerner  tends  to  mean  it,  as  in  Hucl< 
Finn,  as  in  a  series  of  calamities),  Epps  and  his  crcwj 
scanned  an  even  larger  area — and  pinpointed  all  eightj 
aircraft.  Over  45  years,  the  glacier  had  borne  them  a  mild 
downstream.  Even  more  incredible,  the  radar  revealed 
that  the  aircraft  lay  in  solid  ice  240  feet  below  the  surface] 

That  discovery  instantly  transformed  these  merry  Ice 
Capades  into  a  sobering  undertaking  of  what  might  be 
called  pure  engineering;  that  is,  an  attempt  to  solve  2 
monstrous  technical  problem  that  no  one  knew  existed] 
It's  not  as  though  you  can  look  it  up  in  a  manual; 
"glaciers,  extracting  airplanes  from."  To  be  sure,  Epps 
has  consulted  an  array  of  experts  over  the  years — glaciol- 
ogists,  geophysicists — but  by  now  "experts"  is  a  word  he 
cannot  utter  without  shaking  his  head,  as  if  recalling  a 
tragedy.  "We  go  to  them  with  a  direct  question:  'Can  wq 
do  this?'  They  answer  like  an  economist:  'Maybe  yes] 
maybe  no.'" 
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Mostly  what  Epps  heard  is  "No."  No,  you  cannot  sink 
a  huge  shaft  into  an  ice  sheet — it  will  collapse.  No, 
you  cannot  work  at  the  bottom  of  such  a  shaft — there 
Will  be  no  air,  for  one  thing,  and  it  will  surely  fill  up  with 
(water  (very  cold  water).  No,  an  airplane  that  has  been 
inside  a  lurching  continental  glacier  for  50  years  will  not 
be  salvageable  and  it  will  certainly  never  fly  again — 
except  perhaps  as  a  flying  saucer.  Queried  by  Epps,  who 
knew  not  the  first  thing  about  the  Arctic's  unforgiving 
ways,  the  experts  must  have  shaken  their  heads,  as  if  con- 
fronted by  a  madman. 

But  is  obsession  madness?  Is  dauntlessness?  Epps, 
among  other  things,  is 
a  stunt  pilot,  a  man 
who  delights  people 
by  defying  their  ex- 
pectations of  the  pos- 
sible. And  the  motto 
of  Epps  Aviation  is, 
come  to  think  of  it, 
probably  a  telling  one: 
"From  Anywhere,  To 
Any  Place,  At  Any 
Time."  When  talking 
with  Epps,  the  word 
go"  turns  up  a  lot. 
Let's  go."  "Gotta  go." 
"Time  to  go."  Having 
worked  around  air- 
ports and  airplanes  his 
whole  life,  Epps,  who 
is  60,  seems  to  enjoy 
jnothing  so  much  as 
going.  He  displays  little 
ipatience  for  theories  or 
even  explanations;  they 
|amount  to  dallying. 
In  conversation  he 
■rarely  bothers  to 
finish  a  thought — he 
launches  it,  then  shuts 
up,  squints,  gives  a 
Iget-my-drift  nod. 
When  he  emerged 
rom  the  hole  that 
summer  evening,  he 
stepped  out  of  the  bo- 
sun's chair  and  doffed 

his  slickers.  As  we  trudged  to  the  mess  hall  for  a  Scotch 
and  snow,  he  offered  up  one  of  the  few  complete  sen- 
tences I'd  heard  from  him  in  a  while.  Of  the  various 
experts  he'd  turned  to  over  the  years  he  said,  "They're 
just  not  thinkin'  positive." 

It  was  in  the  tenth  century  that  the  Norse  out- 
law  Erik  the  Red  committed  history's  most  notorious 
real  estate  scam  when  he  tried  to  lure  settlers  to  an 


To  enlarge  the  overall  shaft — and  save  melting  time — a  G.E.S. 
member  chips  away  at  the  residual  ice. 


almost  entirely  barren  place  by  describing  it  as  a  verdant 
wonder  and  naming  it  Graenaland.  Few  places  are  as 
ungreen.  The  world's  largest  island,  Greenland  is  more 
than  80%  ice-covered.  The  ice  sheet  is  about  the  size  of 
Alaska  and  California  combined.  At  its  thickest,  near  the 
island's  center,  the  ice  is  9,000  feet  thick — so  heavy  that 
terra  firma  sags  below  sea  level. 

Greenland  is  as  close  as  I'll  probably  get  to  visiting 
another  planet.  I  arrived  on  a  commercial  flight  from 
Reykjavik,  flying  over  the  glacier-sharpened,  snow- 
draped  mountains  of  Greenland's  east  coast.  The  fjords 
stretched  as  far  as  I  could  make  out,  and  that  was  really 

far,  because  of  the 
extraordinary  clarity  of 
the  air — the  absence  of 
moisture  and  smoke. 
This  seeming  bound- 
lessness was  the  first 
reason  for  Greenland's 
other-worldliness.  The 
second  reason  was  that 
the  landscape  looked 
so  inhospitable.  Not  a 
daub  of  that  most  vital 
color,  green. 

We  slipped  through 
a  mountain  pass  and 
dropped  onto  the  grav- 
elly runway  at  Kul- 
usuk — "the  worst  air- 
port in  the  world,"  the 
well-traveled  manager 
of  a  local  hotel  told  me. 
A  wooden  shed  served 
as  the  terminal/waiting 
room/snack  bar/cus- 
toms office.  There,  I 
met  up  with  Ice  Man, 
a  pilot  hauling  cargo 
for  the  G.E.S.  He's 
called  Ice  Man  because 
he's  Icelandic  and  his 
last  name  is  Frostason 
and  his  first  name, 
Fafnir,  is  not  some- 
thing that  most  G.E.S. 
guys  could  say  with  a 
straight  face. 

The  G.E.S.'s  camp  was  a  hundred  miles  inland,  and 
Ice  Man  gave  me  a  lift  there  in  a  twin-engine,  ski- 
equipped  Dornier.  We  landed  on  a  packed-snow  runway 
marked  off  by  black  flags.  Parked  nearby  was  a  1942  Dc-3 
outfitted  with  giant  skis,  painted  red  and  yellow,  with 
"Greenland  Expedition  Society"  in  black  lettering;  a  tail- 
wheeler,  it  sat  there  proudly,  its  nose  up,  waiting,  you 
would  think,  for  some  retro-minded  ad  man  to  feature  it 
in  a  spread  for  expensive  luggage.  It  was  ten  o'clock  in 
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and  the  sun  was  still  well  above  the  horizon. 
:1  after  eleven,  and  rose  a  few  hours  later.  The  night 
was  pure  melon — a  cantaloupe  dusk  that  dissolved  into  a 
watermelon  dawn.  For  the  two  weeks  of  my  visit,  dark- 
ness never  fell.  My  first  few  nights,  I  had  to  blindfold 
myself  with  a  bandanna  in  order  to  sleep. 

The  heart  of  Ice  Camp  was  a  row  of  eight  semi-cylin- 
drical tents.  There  were  bunkhouses  (as  many  as  a  dozen 
guys  worked  there  at  a  time),  a  mess  hall  (four,  tons  of 
food  had  been  brought  in  when  the  camp  was  set  up,  in 
early  May),  and  a  few  utility  huts,  including  the  big  one 
over  the  shaft.  The  shaft  was  about  12  feet  wide,  four  feet 
across.  It  felt  deep — one  of  those  yawning  holes  that 
arouse  a  fear  in  you  and  yet  draw  you  to  the  edge.  I  was 
astonished  at  how  casual  the  crew  was  around  this  gaping 
menace.  Once,  Gordon  Scott,  the  main  holologist, 
stepped  up,  straddled  the  shaft,  held  on  to  the  overhead 
beam  with  one  hand,  and  adjusted  a  chain  winch 
with  his  other  hand — no  safety  rope,  no 
spotter.  You  would  think  he  was  chang 
ing  a  light  bulb. 

Scott  was  six-foot-six  and  heavi- 
ly muscled,  and  his  blackish  beard 
approximated  a  fur  mask.  Some 
of  the  guys  referred  to  him 
(behind  his  back,  I  think)  as 
Sasquatch.  He  lived  in  a  village 
near  Anchorage,  where  he  cap- 
tained a  fishing  boat  in  the 
summer  and  ski-patrolled  in  the 
winter.  "Most  of  the  people  here 

are  from  the  South,  and  haven't         ,        n  „  ,    n    ,  „ 

been  around  a  snow  environment      WWII  Generator—  the  GOpl^. 

much,"  he  told  me.  "They're  in  a  sur- 
vival situation  the  moment  they  step  out 
of  the  aircraft — no  joking.  The  second  night 
we  were  here,  the  wind  cranked  up  to  seventy  knots. 
Blowing  snow.  Ugly." 

Of  all  the  various  challenges  facing  the  G.E.S.,  the 
greatest,  of  course,  was  to  find  a  reliable,  affordable 
method  for  sinking  a  deep  shaft  into  solid  ice  2,000  miles 
from  home.  Plenty  of  approaches  were  proposed  or 
attempted.  Some  sharpies  at  Georgia  Tech  advised  the 
G.E.S.  to  use  a  big  laser  to  zap  down  to  the  planes.  An 
engineering  firm  retained  by  the  G.E.S.  recommended 
jack-hammers.  For  a  while,  a  Vermont  construction  firm 
linked  up  with  the  G.E.S.,  and  in  1990  put  a  team  to 
work  on  the  ice  sheet.  The  construction  guys  brought 
along  a  modified  silo  unloader — in  effect,  a  16-foot  circu- 
lar saw  blade — with  which  they  were  going  to  grind 
down  to  a  p-38.  They  attained  a  depth  of  125  feet  before 
they  quit;  all  told,  they  spent  nearly  half  a  million  dollars, 
or  about  $4,000  a  foot. 

The  G.E.S.  finally  struck  upon  the  secret  for  pene- 
trating the  ice:  hot  water.  In  the  long  and  glorious  histo- 
ry of  man's  attempts  to  go  places,  no  one  ever  melted 
their  way  anywhere  until  a  G.E.S.  member  named  Don 


In  the  long  and  glorious 
history  of  man's  attempts  to  go 
places,  no  one  ever  melted  their  way  any- 
where until  a  Greenland  Expedition  Society 
member  built  the  Thermal  Melt- 


Brooks,  who  is  an  automobile  parts  dealer  from  Douglasj 
Ga.,  built  the  Thermal  Meltdown  Generator.  Because  li 
sometimes  burrowed  around  rather  than  bored  straigh 
down,  it  came  to  be  called  the  Gopher. 

The  Gopher  resembled  the  top  of  a  rocket:  cone 
shaped,  about  four  feet  in  diameter.  Copper  tubing  wa 
coiled  tightly  around  the  outside  of  the  nose.  Hot  wate 
was  pumped  through  the  copper  coiling.  Radiating  heatj 
it  nosed  through  the  snow  and  ice.  Like  a  smart  bomb,  i| 
had  a  guidance  system;  it  slid  down  a  long  steel  pipe  run] 
ning  from  the  surface  to  the  aircraft.  It  took  several  day 
for  the  Gopher  to  reach  the  aircraft.  Around  the  clock 
from  mid-May  to  late  July,  the  crew  ran  the  Gopheu 
melting  one  four-foot-diameter  shaft  after  another  in  : 
row,  until  there  was  one  big  shaft.  Contrary  to  th« 
experts'  dire  predictions,  the  shaft,  which  was  not  reinj 
forced,  was  as  stable  as  a  well  drilled  in  bedrock. 

Once  the  crew  reached  the  P-38,  they  sprayed 
hot  water  all  around  it  to  melt  out  a  cav 
em — a  hangar.  It  did  not  cave  in.  Then 
they  went  to  work  dismantling  th« 
plane  and  hauling  parts  to  the  top] 
The  plane,  everyone  was  amazec 
to  find,  was  in  good  shape.  "If  i 
had  been  out  in  the  air  or  at  thl 
bottom  of  some  harbor,  i 
would  have  picked  up  a  lot  o 
corrosion  and  wear  and  rust  b] 
now,"  explained  Brooks.  "On 
this  one,  though,  anything  thai 
isn't  bent  is  practically  perfect.! 
Gary  Larkins,  a  veteran  salvag«| 
expert,  who  is   currently  thol 
Director  of  Recoveries  at  the  Institute 
of  Aeronautical  Archaeological  Re 
search,  a  nonprofit  group  located  in  Sac 
ramento,  Calif.,  was  flown  to  Ice  Camp  to  helj 
dismantle  the  P-38.  "There  was  no  corrosion  at  all,"  h 
said.  "The  bolts  just  came  undone  as  though  you  wen 
working  on  a  brand-new  plane.  That's  a  strange  feeling 
The  engines  were  still  full  of  antifreeze.  My  hope  is  tha 
that  means  they  didn't  warp  or  crack.  The  aircraft  wa: 
just  beautiful." 

Such  authoritative  testimony  notwithstanding,  I  hac 
my  doubts  about  the  plane's  condition.  The  p-38  parti 
piled  on  the  snow  at  Ice  Camp — wings,  nose  piece! 
engines — to  my  unprofessional  eye  did  not  look  museJ 
um-worthy,  never  mind  airworthy.  Then,  one  night,  th« 
boys  put  on  a  little  demonstration  that  blew  my  doubt: 
away.  Having  removed  the  20-mm.  cannon  from  th« 
plane's  nose,  they  dissembled  it,  cleaned  and  oiled  itl 
reassembled  it,  and  strapped  it  to  the  back  of  a  snowmo- 
bile. The  electric  trigger  was  connected  to  a  car  battery 
A  steel  drum  stood  30  yards  away.  For  extra  fun,  one  0 
the  guys,  a  former  Army  ammunition  specialist,  filled  the 
drum  with  gas,  water  and  detergent.  "Homemade 
napalm,"  he  said.  They  loaded  the  gun  with  a  20-mmi 
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The  Germans  called  the  Lockheed  P-j8  "the fork-tailed  devil";  the  Japanese  called  it  "two  planes  with  one  pilot. 
In  its  heyday,  it  was  the fastest  plane  in  the  sky,  with  a  top  speed  of '450  mph. 


shell  that  had  an  explosive  tip.  Someone  hit  the  trigger, 
the  cannon  boomed,  the  drum  exploded.  (Though  it 
didn't  burst  into  flames,  to  the  disappointment  of  many.) 
I  asked  the  former  ammunitions  man  where  he  managed 
to  find  a  fresh  new  shell  for  such  an  old  gun.  "Hell,"  he 
drawled,  "we  got  that  one  right  out  of  the  p-38's  maga- 
zine." He  showed  me  one  of  the  50-year-old  shells.  He 
shook  it — a  faint  rattling.  The  powder  was  dry. 

The  P-38,  a  twin-engine  Lockheed  fighter,  was  one  of 
the  oddest  American  warplanes  ever  built.  (The  "P"  was 
for  "pursuit.")  It  appeared  to  have  three  fuselages — a 
long  one  for  each  engine,  with  a  tail  sticking  up  at  the 
end,  and  the  middle  one,  half  the  length,  in  which  the 
cockpit  (for  one  pilot)  was  situated.  It  looked  like  a 
flying  trimaran.  The  Germans  called  it  "the  fork-tailed 
devil,"  and  the  Japanese  called  it  "two  planes  with  one 
pilot."  In  its  heyday,  the  p-38  was  the  fastest  plane- in  the 
sky,  with  a  top  speed  of  450  miles  an  hour;  heavily 
armed,  it  carried  four  50-caliber  machine  guns  and  a  20- 
mm.  cannon.  All  told,  more  than  10,000  P-38S  were 
built,  but  today  there  are  only  five  in  the  world  that  still 
fly,  making  it  one  of  the  rarest  and  most  valuable  war- 
birds.  The  last  flyable  p-38  to  change  hands  sold  at  auc- 
tion a  few  years  ago  for  $1.6  million.  The  way  the  G.E.S. 
figures  it,  then,  the  six  P-38S  under  the  ice  sheet  are 
worth  at  least  $9.6  million.  Maybe  throw  in  a  few  extra 


hundred  thousand  for  their  special  historical  value.  (As 
for  the  B-17S,  they  gophered  down  to  one  in  1990  and 
found  it  squashed.  The  other  may  be  salvageable.  Or 
may  not  be.) 

And  so  while  there's  big  money  on  ice  up  there,  this 
curious  quest,  it  seems  to  me,  was  mainly  about  some- 
thing else,  something  less  tangible.  No  doubt  part  of  the 
appeal  has  been  the  promise  of  that  rarest  of  contempo- 
rary experiences — the  virgin  adventure.  (Outer  space  and 
the  ocean  floor  may  officially  be  the  last  frontiers,  but, 
aside  from  Epps  and  his  boys,  no  one  has  really  explored 
the  realm  of  ice.) 

And  then  there  is  the  curious  pleasure,  mentioned  to 
me  by  all  the  expeditioners,  the  reddest  necks  included, 
of  literally  reaching  back  in  time.  A  young  physician 
named  Wes  Strieker,  who  runs  his  own  medical  testing 
firm  in  Columbia,  Mo.,  has  given  more  than  a  hundred 
thousand  dollars  to  the  G.E.S.  Why?  "It's  the  love  of 
these  airplanes  really,  what  they  represent,"  he  told  me 
one  day  as  we  stood  in  the  snow  outside  the  mess  hall. 
"There's  something  special  about  them.  They're  still 
fresh.  It's  like  opening  a  time  capsule.  My  Dad  was  in 
World  War  Two.  I  don't  know,  maybe  this  is  my  way  of 
understanding  what  he  went  through." 

I  suspected  that  even  the  hardnosed  Epps,  who  cleans 
his  fingernails  with  a  Buck  knife  he  keeps  sheathed  on 
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premium  brand  emerged  with 
an  'Excellence  Quotient'  of 
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achieved  no  more  than  62.8%. 
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his  hip,  had  a  soft  spot  for  aviation 
days  gone  by.  His  father,  Ben  T. 
Epps,  was  19  when  he  built  and  flew 
the  first  airplane  in  Georgia,  in  1907, 
only  four  years  after  the  Wright 
brothers  went  aloft  at  Kitty  Hawk. 
Then,  in  1937,  when  Pat  was  three, 
his  father  was  killed  in  his  own 
plane.  Not  to  place  too  fine  a  point 
on  it,  but  it  seemed  to  me  that  Epps, 
working  so  fervently  to  uncover  a 
buried  airplane — well,  might  that 
not  represent  a  kind  of  attempt  to 
recover  the  father  he  never  really 
knew?  "No,"  he  said  emphatically, 
waving  aside  my  citified  Freudianism 
as  though  it  were  a  gnat.  What 
interested  him,  he  said,  was  the  chal- 
lenge of  the  task  and  the  weird  beau- 
ty of  the  place.  "Seeing  the  plane 
down  there — it's  neat,  there's  no 
question.  The  ice.  It's  spooky  down 
there,  it's  dangerous,  it's  chancy.  The 
likelihood  of  something  bad  hap- 
pening— you  think,  you  hope,  and 
yet  who  knows.  Heck,  all  of  sud- 
den— ball  game's  over." 

One  night,  I  donned  a  slicker 
suit  and  a  miner's  hat,  and  went 
down  the  hole.  A  guy  took  a  picture 
of  me  as  I  was  getting  strapped  into 
the  bosun's  chair,  and  the  wide  grin 
on  my  face  can  only  be  described  as 
idiotic — elation  shot  through  with 


fear.  As  I  stepped  oft"  the  platform! 
and  swung  out  over  the  hole,  peril 
skittered  up  my  spine.  They  lowered 
the  chain  a  few  feet,  and  the  crew-^ 
man  who  was  going  to  be  my  guide] 
a  former  Army  ranger  named  Sam 
climbed  into  a  bosun's  chair  directlv 
above  me.  We  hung  there  like  a 
brace  of  trout,  and  then  began  oui 
descent. 

By  60  feet  or  so  down,  we  were 
out  of  earshot  of  the  generators,  and 
all  we  could  hear  was  the  trickle  anq 
splash  of  water.  Most  of  the  wateij 
was  runoff,  seeping  into  the  hole 
from  up  glacier.  The  walls  of  tha 
shaft  were  bluish  white.  This  was 
transition  zone — packed  snow 
being  compressed  into  ice.  We  saw 
that  that  process,  known  a; 
firnification,  was  complete  by  around 
70  or  80  feet — the  so-called  firn  line 
Above  the  firn  line,  the  glacier  was 
snowy;  below,  dense  ice.  In  mid- 
summer, with  the  sun  melting  a 
good  deal  of  the  snowy  surface,  the 
glacier,  Epps  had  told  me,  "was  like  a 
saturated  sponge  on  a  kitchen 
counter."  The  porous  snowy  top  held 
lots  of  water,  and  the  excess  wateij 
ran  along  the  hard  icy  shelf  toward 
the  coast — and  down  into  the  hole 
Sump  pumps  at  the  bottom  drainec 
the  great  puddles  and  pushed  the 
water  back  uo 


Once  the  crew  reached  the  P-38,  they  sprayed  hot  water 
all  around  it  to  melt  out  a  cavern — a  hangar. 


The  deeper  we  sank,  the  older  the 
ice  was.  And  the  most  wonderful 
thing  was  that  this  was  time  travel 
on  a  human  scale,  measured  not  in 
eons  or  centuries  but  in  seasons.  At 
I  260  feet,  we  dropped  through  the 
j  ceiling  of  a  great  cavern  and  into  the 
:  summer  of  1942.  Electric  lights  illu- 
minated  glistening  walls  of  ice — 
blue  as  lapis,  green  as  Spanish  glass. 
Here  and  there  were  pools  of  water. 
It  seemed  to  be  pouring  rain,  and 
r  the  sound  of  drops  hitting  ice  and 
water  was  loud  and  echoey.  And 
:  there  was  the  smell  of  oil.  Quarts  of 
,  oil  spilled  out  of  the  p-38's  engines 
when  they'd  been  removed.  Some- 
,  how,  the  smell  of  the  oil  made  the 
feeling  of  the  past  more  potent. 

By  the  time  I  got  down  to  it,  the 
plane  had  already  been  stripped  of 
everything  that  could  be  unriveted 
or  unscrewed.  All  that  remained  in 
1  the  hole  was  the  p-38's  body.  The 
(canopy  was  off.  I  could  read  the 
cockpit  instrument  guages,  move  the 
throttles.  And  though  dented  and 
banged,  the  body  itself  still  looked 
>  like  an  airplane — not  crushed. 

Sam  had  helped  strip  the  plane. 
Working  morning  to  night  down  in 
the  hole,  he  and  Larkins  and  some 
others  ate  military  rations  and  stood 
by  the  electric  lights  to  get  warm. 
"Imagine  15  hours  down  here,"  Sam 
said.  "You  were  so  miserable.  It  was 
a  joke."  To  remove  the  plane's  nose 
section,  which  held  the  guns  and  a 
camera  portal,  Sam  lay  on  his  back 
in  the  icy  water  for  six  hours,  and 
punched  out  each  of  the  400  rivets. 
As  we  stood  there  in  this  intraglacier 
space,  I  said  I  could  see  that  part  of 
the  appeal  of  his  leaving  his  airport 
job  in  Macon  and  coming  up  here 
and  working  on  the  planes  was  that 
he  got  to  be  in  this  marvelous  envi- 
ronment. 

"That's  the  only  appeal,"  he  said, 
adding,  "I  came  for  Greenland.  As  a 
little  kid,  I  loved  Vikings.  I  was  al- 
ways drawing  pictures  of  Vikings — 
you  know,  Leif  Eriksson  with  a  big 
chest  and  horns  on  his  head."  Sam,  I 
should  point  out,  is  six-foot-two, 
and  weighs  230  pounds.  He  was  a 
competitive  powerlifter  in  the  Army. 
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He  has  platinum  hair  and 
startling  blue  eyes.  Often, 
he  wore  a  fur  hat  around 
the  camp,  even  on  those 
bright  warm  days  when  he 
wore  shorts  and  no  shirt. 
He  looked  more  like  a  sto- 
rybook Viking  than  anyone 
I've  ever  nret. 

The  G.E.S.  chose  to 
retrieve  this  particular  p-38 
because  its  pilot,  Harry 
"Chicken  Head"  Smith, 
had  landed  it  so  gingerly; 
he'd  killed  the  engines, 
feathered  the  props,  and 
glided  down.  Smith,  in 
addition  to  being  a  fine 
pilot,  was  also  a  stirring 
narrator,  to  read  the  de- 
briefing papers  he  wrote 
after  the  rescue.  Of  his 
crash  landing,  he  wrote  (in 
the  historical  present), 
"Hold  'er  off  with  the 
props,  just  turning  till  she 
stalls. ...bump. ...snow  flys, 
the  old  crate  slides  along 
and  that's  all!!  Another 
landing!  Didn't  even  bend 
the  props,  of  course  she 
won't  be  taking  off  soon."  And  he 
added,  "Damn,  this  crate  is  too 
sweet  to  throw  away  here." 

The  airmen  who  would  become 
the  Lost  Squadron  left  Presque  Isle, 
Me.,  on  July  4,  1942,  and  reached 
Goose  Bay,  Labrador,  later  that  day. 
Rain  and  clouds  grounded  them  in 
Goose  for  a  week,  after  which  they 
flew  the  next  leg,  to  a  United  States 
Army  base  on  the  west  coast  of 
Greenland.  On  July  15,  they  set  out 
for  Reykjavik.  Flying  in  tight  forma- 
tion, with  three  P-38S  flanking  each 
B-17,  they  passed  over  the  ice  sheet  of 
southern  Greenland  and  then 
cleared  the  towering  mountains  of 
the  island's  east  coast. 

It  is  worth  recalling  that  they 
undertook  this  mission  across  frigid 
seas  and  through  wild  weather  with- 
out the  benefit  of  electronic  naviga- 
tion systems  or  even  radar;  instead, 
they  reckoned  by  magnetic  compass 
(which  was  highly  erratic  that  close 


"Butch  and  Sundance"  pose  with  a  machine  gun 
and  ammo  from  the  P-38. 


to  the  magnetic  pole),  map,  radio 
and  wristwatch.  Over  the  North 
Atlantic,  they  hit  heavy  weather,  and 
received  word  that  the  airfield  at 
Reykjavik  was  closed.  They  turned 
back — only  to  hear  that  the  airfield 
they'd  started  from  was  also  socked 
in.  There  was  another  airfield,  at  the 
very  tip  of  southern  Greenland;  they 
headed  there.  But  the  cloud  cover 
grew  thicker,  above  and  below  them, 
and  they  lost  sight  of  land,  the  hori- 
zon, and  the  sun.  With  no  naviga- 
tional fix  at  all,  they  flew  in  circles. 
The  temperature  inside  the  aircraft, 
which  were  not  heated,  was  40 
degrees  below  zero.  "I'm  colder  than 
one  of  those  Alp  dog's  nose,"  Smith 
later  recalled  of  the  flight.  "My 
fingers  are  sure  as  hell  frozen."  By 
now  the  airmen  had  been  aloft  more 
than  eight  hours,  and  the  P-38S, 
whose  range  was  shorter  than  that  of 
the  B-17S,  no  longer  held  enough  gas 
to  reach  any  airfield. 

Lt.  Bradley  "Mac"  McManus,  who 


vas  flying  a  p-38,  dropped  through 
:he  clouds,  saw  the  Greenland  ice 
iheet,  buzzed  the  surface,  and  decid- 
ed that  it  resembled  concrete.  He 
vas  the  first  to  land.  Smith  watched 
from  above,  and  here's  what  Smith 
emembered  seeing  and  thinking, 
:omplete  with  his  suspenseful  dots: 
There's  a  guy  with  guts.... Mac  lev- 
:1s  oft  in  a  low  flat  approach,  his 
vheels  touch,  white  spray  kicks  up 

>ehind  him  like  dust  and  he's 

lown  and  rolling;  watch  it,  man! 
3amn!  That's  all  for  him. ...the  crate 
oiled  about  200  yards  and  then 
lipped  like  a  shot  rabbit."  A  minute 
ater,  Smith  saw  McManus  crawl 
>ut  from  under  his  upside-down 
)lane  and  wave.  A  gleeful  Smith 
love  for  speed,  pulled  out  into  a 
lear  vertical  climb,  and  spun — "the 
post  beautiful  slow  roll  you  ever 
aw,"  one  of  the  pilots  said. 

The  other  pilots  bellied  onto  the 
now,  with  the  gear  up.  Meanwhile, 
|he  B-17S  circled  above  the  ice  sheet, 
frantically  sending  out  an  S.O.S.; 
[fter  an  hour,  they  bellied  down,  too. 
/Vhen  the  pilots  collected  them- 
elves,  they  found  that  McManus 
Ud  a  gash  on  his  left  arm,  but  oth- 
erwise he  was  OK.  "We  were 
[mazed,"  Smith  recalled.  They 
Iressed  McManus's  wound  and 
Doured  whiskey  down  his  throat.  As 


Some  of  the  original  ammunition 
was  cleaned  and  successfully  fired. 
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for  the  rest  of  them — nine  on  one 
B-17,  ten  on  the  other,  plus  the  five 
other  P-38  pilots — they  were  not 
even  scratched. 

The  Flying  Fortresses  became  just 
fortresses,  where  the  25  men  slept. 
They  set  up  an  outdoor  kitchen 
under  a  B-17's  tail  span,  and  con- 
structed a  stove  out  of  an  engine 
cowling.  There  was  little  for  them  to 
do  but  mill  around,  play  cards,  and 
wonder  if  their  S.O.S.  had  been 
received.  Three  days  later,  an  Army 
c-47  (a  DC-3  to  civilians)  flew  over 
the  makeshift  camp,  and  disgorged 
bundles  that  floated  down  on 
parachutes.  There  were  sleeping 
bags,  matches,  tinned  rations, 
whiskey.  A  bottle  or  two  broke — rye 
on  the  rocks. 

The  rescuers  finally 
arrived  a  week  later 
— one  on  skis, 
another  astride 
a   small  dog 
sled.  Navy 
officers,  they 
were  sta- 
tioned at  a 
weather  out- 
post in  Ang- 
massalik,  a 
hundred  miles 
up  the  coast;  to 
reach  the  lost  air 
men,  they'd  traveled 
aboard  an  ice-breaker  to 
the  nearest  shore,  then  trekked 
eight  miles  across  the  ice  sheet. 
The  airmen— healthy,  but  weak 
and  frazzled — now  had  to  walk 
across  that  seemingly  endless  field 
of  dense,  wet  snow.  The  trudge 
lasted  17  hours.  Some  men  fainted. 
At  the  shore,  a  small  boat  carried 
them  out  to  the  ship.  Smith  report- 
ed, "Once,  I  said  the  coast  of 
Greenland  was  the  sweetest  thing  I 
ever  saw — that's  retracted,  'twas  the 
steak  those  navy  boys  gave  us  on 
that  cutter." 

There  is  a  wonderful  photograph 
of  McManus  and  another  airman 
standing  next  to  the  upside-down 
p-38  shortly  after  McManus  wrig- 
gled out  of  the  crushed  canopy.  The 
image  is  blurry,  being  several  genera- 


H!  n 


At  260  feet,  we  dropped 
through  the  ceiling  of  a  great 
cavern  and  into  the  summer  of  1942. 
Electric  lights  illuminated  glistening 
walls  of  ice— blue  as  lapis, 
green  as  Spanish  glass. 
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tions  removed  from  the  origina 
snapshot,  but  the  theme  is  clear.  It 
about  jauntiness.  The  plane  lies  01 
its  back,  with  the  landing  gear  stick- 
ing up  like  the  legs  on  a  dead  don- 
key. The  view  is  frontal — you  lool 
down  the  gun  barrels.  Another  air- 
man, who's  wearing  a  leather  hel 
mut,  leans  back  against  an  engin< 
casing  and  gives  a  sideways  look;  hi 
seems  annoyed,  or  maybe  he  is  jus 
squinting  in  the  sunlight.  McManus 
23,  the  squadron's  youngest  pilot 
gazes  directly  at  the  camera 
Ruggedly  handsome,  he  wears  higl 
leather  boots  and  a  shearling  fligh 
jacket  with  the  collar  turned  up.  H< 
sports  a  wide,  cocky  grin,  as  thougl 
he  had  not  only  just  shot  a  hole-in 
one  but  had  predicted  it. 

McManus  still  car 
ries  himself  witl 
that  Air  Corp 
elan,  I  gathered 
when  we  mei  t 
on  the  ice 
sheet.  Thai 
summer 
expeditior 
c o  i  n  ci dec 
with  the  50th 
anniversarj 
of  the  Losi 
Squadron's  land 
ing,  and  the  G.E.S 
flew  several  digni 
taries  and  sponsors  out  tc 
Ice  Camp  to  celebrate  the  occasion 
His  hair  was  thin  and  his  skin  liver- 
spotted,  but  he  wore  his  cap  at  a  rak- 
ish angle,  and  mischief  seemed  tc 
gather  around  the  corners  of  his 
eyes.  Sitting  with  the  G.E.S.  guys 
around  the  mess  table  one  night,  he 
said  that  not  long  after  he  and  his 
fellow  airmen  were  rescued  from  the 
ice  sheet,  he  went  over  to  Englanc 
on  the  Queen  Mary,  which  had  been 
commandeered  as  a  transport.  He 
flew  85  missions  in  Europe  (in  a  P-3S 
and  a  P-41),  scoring  three  kills.  One 
of  the  G.E.S.  guys  asked  him  about 
combat.  "The  flak  was  so  thick  you 
could  walk  on  it!"  he  said,  and  then 
laughed,  tickled,  I  think,  to  try  on 
the  old  swagger. 

On  July  15,  50  years  to  the  minute  1 


)f  the  landing  of  the  Lost 
Squadron,  Epps  put  on  a  little 
:ommemorative  ceremony  over  by 
he  Gopher  hut.  By  and  large,  the 
bnormous  potential  for  hokiness 
jvas  not  realized.  (Although  when 
Taylor  tried  to  lead  all  these  super- 
patriots  in  song  by  playing 
America"  on  the  harmonica,  not 
pne  seemed  to  know  the  words.) 
The  sky  was  cloudless,  the  temper- 
iture  about  45  degrees.  The  P-38's 
vings  were  propped  up  in  the  snow 
is  a  backdrop.  So  the  speeches 
:ould  be  heard,  the  omni-oppres- 
ive  generators  were  turned  off.  The 
irresting  quiet  made  the  vastness 
more  palpable.  In  the  middle  of  the 
:eremony,  Ice  Man  buzzed  over- 
lead  in  the  Dornier,  waggled  the 
vings,  and  landed.  Taylor  kicked 
hings  off  by  reciting  the  "walking- 
ihrough-the-valley-of- death" 
!)salm.  Epps  recounted  the  G.E.S.'s 
checkered  history.  An  elderly  fellow 
Earned  Oran  Earl  Toole  also  spoke. 
[Vn  ex-Navy  man,  he  was  stationed 
n  Angmassalik  during  the  war,  and 
ke  was  on  the  rescuing  cutter  when 
[he  airmen  stumbled  aboard.  For 
liis  part  in  the  commemoration, 
[[bole  read  the  roll  of  the  lost  air- 
men and  also  of  their  rescuers, 
down  to  the  dog  handler. 

It  was  McManus's  turn,  and  as 
be  headed  for  the  speaker's  spot,  I 
vished  him  luck.  "Fire  when  ready!" 
he  said,  and  laughed.  He  stood 
)efore  the  crowd,  thanked  Toole 
.gain  for  helping  to  rescue  him,  and 
;ave  a  lightly  self-deprecating 
account  of  the  squadron's  mishaps. 
Ys  McManus  reminisced,  the  lost 
lime  seemed  to  catch  up  with  him, 
!>r  to  reconstitute  itself  somehow,  so 
lhat  for  an  instant  he  might  as  well 
pve  been  standing  there  clapping 
|he  snow  from  his  flight  gloves  and 
vatching  Chicken  Head  salute  his 
'  urvival  with  a  roll  of  the  Lightning. 
IvlcManus's  eyes  welled  up  and  his 
roice  broke  as  he  struggled  to  say, 
[No  one  can  fully  appreciate  the 
>:ffort" — pause — "that  this  group, 
he  Greenland  Expedition  Society, 
iias  expended  in  reaching  this  point 
ivhere  we  have  successfully  seen  the 
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ot  the  p-38 — Harry 
h's  airplane.  To  Pat 
Epps  and  Richard  Taylor 
and  all  the  members  of  the 
Greenland  Expedition 
Society,  I  would  like  to  add 
my  personal  congratula- 
tions"— pause — "pardon 
me,  a  very  emotional  expe- 
rience, to  think  that  50  years 
ago  we  were  here,  we  were 
desperate,  we  were  forgot- 
ten, and  now  a  plane  has 
been  recovered  from  a  depth 
of  260  feet,  and  we're  all 
here  and  we're  all  wearing 
smiles." 

The  P-38's  hulking  tri- 
ple  fuselage  weighed  three 
tons.  And  though  the  crew 
had  melted  the  shaft  to 

accommodate  the  piece,  the  shaft  was  in  fact  a  foot  or 
so  too  narrow.  Hauling  the  piece  up,  a  crewman  said, 
would  be  "like  stuffing  a  marshmallow  up  a  wildcat's 
ass."  An  understatement,  perhaps.  It  took  the  crew 
about  a  month  just  to  widen  the  shaft  (spraying  it  with 
hot  water,  chipping  away  with  pick  axes)  and  drag  the 
center  section  up — inches  at  a  time.  Then  began  a 
Keystone  Cops  routine  in  which  they  tried  to  get  the 
fuselage  off  the  ice  sheet.  Calling  from  the  camp's 
satellite  phone,  Epps  contacted  the  United  States  Air 
Force,  the  Icelandic  Coast  Guard,  the  Danish  Navy.  A 
U.S.  Congressman  was  called.  Epps,  master  salesman, 
somehow  failed  to  convince  any  of  the  world's  military 
forces  to  do  his  hauling. 

Then  again,  he  has  come  to  expect  snags.  This  whole 
Scotch-fueled,  testosterone-crazed,  sun-blinded  expedi- 
tion has  been  a  carnival  of  problems.  As  in  the  day  Epps 
took  off  from  the  camp  in  the  ski-outfitted  DC-3  (Brooks' 
airplane),  loaded  with  machines  and  passengers,  and  an 
engine  burst  into  flames,  and  he  had  to  coax  the  bur- 
dened old  airship  a  hundred  miles  across  the  icy  harbors 
and  high  snowy  ridges  on  one  straining  prop,  through 
jagged  peaks  onto  the  runway  in  Kulusuk — the  first  air 
emergency  in  his  40  years  of  professional  flying.  You 
know  how  much  it  costs  to  replace  a  DC-3  engine  in 
Kulusuk,  Greenland?  Problems?  How  about  the  time 
Epps  was  riding  in  a  single-engine  ski  plane,  got  lost  in 
the  all-but-unnavigable  sky  over  Greenland,  ran  out  of 
gas,  and  ditched  on  the  ice  sheet?  A  helicopter  from  an 
airport  on  the  island's  west  coast  delivered  $400  of  gas  to 
him — for  $5,000. 

He  has  a  reputation  for  pushing  the  limit,  for  romanc- 
ing the  edge,  and  I  mentioned  that  to  him.  "I  don't  think 
I'm  dangerous,"  he  shot  back.  "It's  all  within  the  capabil- 
ities. Hell,  I  wouldn't  do  something  if  I  thought  it  was 


fifty  years  later,  "Mac"  McManus  (I.,  standing  by  his  downed  fighter)  returned 
to  lead  a  commemorative  ceremony  for  the  Lost  Squadron. 


exceedin'  my  capability.  The  job  ain't  going  to  get  done 
unless  you  push.  In  flying,  or  whatever,  you  try  and  leave 
yourself  an  out,  a  backdoor.  I  always  leave  myself  an  out." 

Eventually,  the  G.E.S.  solved  the  fuselage  problem.  A 
GreenlandAir  helicopter  hauled  the  piece  to  Kulusuk;  it 
took  a  couple  of  hours,  and  cost  only  $50,000.  The  piece 
was  then  loaded  on  a  freighter  to  Denmark  and  the 
United  States.  By  now,  the  P-38's  parts  have  been  collect- 
ed in  a  hangar  in  Middlesboro,  Ky,  where  J.  Roy 
Shoftner,  principal  sponsor  of  the  summer's  expedition, 
is  overseeing  the  aircraft's  rebuilding. 

It's  likely  that  in  future  summers  the  G.E.S.  will 
recover  more  of  the  Lost  Squadron's  aircraft,  and  that 
they  will  do  so  fairly  smoothly  and  speedily,  what  with 
a  decade  of  crazed  R&D  to  draw  on.  To  hear  Epps  tell 
it,  though,  he's  easing  out  of  adventuring.  He's  done 
his  part,  has  had  his  fun  making  a  lot  of  high-priced 
experts  look  like  fools.  Sure,  he  says,  all  the  "No's"  got 
to  him,  even  made  him  consider  quitting,  but  then,  he 
goes  on,  there  would  come  a  tap  on  his  shoulder. 
"Somebody  like  Brad  McManus  would  say  to  me, 
'Hey,  I  hope  you  get  'em  out,'  or  some  16-year-old 
says,  'I've  been  following  this  thing  in  the  papers  and  I 
hope  you  all  do  it.'  Pretty  soon  you're  doing  it  because 
they  want  you  to,  not  so  much  any  more  because  you 
want  to.  Everybody's  got  their  own  reasons  for  seeing 
these  planes  brought  back,  and  those  reasons  get  to  be 
very  personal." 

(The  complete  illustrated  story  of  the  Lost  Squadron,  in- 
cluding the  rebuilding  of  the  rescued  P-j8,  will  be  chronicled 
in  a  book  to  be  published  by  Hyperion/Madison  Press  Books 
in  1994.)  B3 

Terence  Monmaney  is  a  writer  living  in  New  York. 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 
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A  Forbes  Executive  Retreat 


The  new  Ram  is 
a  "supertruck," 

reports  our 
hard-working 

automotive 
correspondent. 


For  a  long  time  now,  the  buzz  in  automotive  circles  has  been  about  the  big,  new 
pickup  truck  from  Dodge.  If  you've  been  around  that  world — and  just  plain  been 
around — as  long  as  I  have,  there  is  something  a  little  bit  funny  about  that.  It  doesn't 
iseem  all  that  long  ago  that  the  people  who  made  cars  were  almost  ashamed  to  also  be 
making  trucks.  They  built  them  solid  and  tough,  for  hard  work,  and  they  painted  them 

two  colors  and  then  sold  them  out  the  back  door,  to  farmers.  Meanwhile,  up 
front,  they  were  pushing  the  latest  line  of  cars,  spending  a  for- 
tune on  advertising  and  PR  and  just  generally  putting  the 
whole  reputation  of  the  company  on  the  line. 

Well,  times  do  change.  The  other  day  I  read  in 
the  papers  that  out  of  the  ten  top-selling  vehicles 
in  America,  four  of  them  are  either  pickups  or 
sport  utilities. 

There  are  a  lot  of  reasons  for  this,  I  think. 
For  one  thing,  they  are  built  a  lot  better  and  are 
a  lot  more  fun  to  drive  than  the  pickups  from 
20  years  back,  which  were  about  as  quick  and 
nimble  as  your  average  wheelbarrow. 

Also,  I  think  that  some  men  like  to  drive  a 
pickup  because  it  makes  them  feel  macho, 
even  if  they  never  take  the  thing  off  pave- 
ment or  put  anything  in  the  bed  except 
maybe  a  bag  of  lawn  fertilizer  or  their  golf 
clubs.  Pickups  have  a  kind  of  cowboy  image; 
there  is  no  getting  around  that. 

And,  then,  there  is  off-road  racing  which 
might  have  done  as  much  as  anything  to 
bring  on  the  pickup  craze.  There  is  just 
something  about  the  idea  of  driving  where 
there  aren't  any  roads — and,  also,  no  traffic  and  no 
speed  limits — that  excites  anyone  who 
ffff^jjtiMw         thinks  of  driving  as  a  little  more  than  just 
^Hir       hauling  yourself  from  the  house  to  the  office. 
^■ifluV'  -"  Pr/  '         Off-roading  puts  the  fun  back  into  driving. 

I  was  one  of  the  early  off-road  racers,  and  I  did 
some  winning  at  it,  even  though  I  don't  count  myself  as 
very  good  at  it.  In  fact,  pin  me  down  and  I'll  say  I  am  really  a  lousy  off-road  racer.  I  never  learned 
how  to  pace  myself  and,  because  of  that,  I  had  some  breakdowns  I  didn't  need  to  have  and,  just  once  or  twice,  the 
truck  I  was  driving  would  break  on  account  of  being  upside  down. 

But  I  did  win  a  few,  myself,  and  I  put  together  some  of  the  best  teams  that  ever  ran  the  big  off-road  races  down  in  the 
Baja.  I  had  a  Chevrolet  truck  that  was  just  unbeatable  for  a  couple  of  seasons,  back  in  the  '70s.  First  year,  we  blew  away 
the  competition  in  our  class;  completely  dusted  them.  So  the  sanctioning  body  of  the  time  made  us  run  in  an  open  -lass. 


FYI 


FORBES  115 


Didn't  make  any  difference.  We  won  that  too. 

I  have  to  confess,  I  put  together  a  pretty  hot  truck.  Of 
course,  the  driver  had  a  little  something  to  do  with  our 
success,  and  my  driver  was  only  the  best  off-road  racer 
ever — Walker  Evans. 

Walker  has  won  more  than  100  off-road  races  in  his 
career.  Since  1978,  he's  been  sponsored  by  Chrysler.  That 
is  a  long,  long  time  in  racing  to  be  with  one  sponsor. 
Most  of  the  time,  in  that  kind  of  marriage,  people  get 
itchy  and  fall  out  of  love.  But  it  has  worked  with 
Chrysler  and  Walker.  They  give  him  the  trucks  and  he 
wins  races  with  them. 

And  this  season  on  the  off-road  circuit,  Walker  will  be 
running  in  the  new  class  they  call  "trophy  trucks."  These 
are  the  biggest  names  in  the  sport,  driving  the  most  pow- 
erful— and  expensive — machines.  Those  trucks  are  up 
around  $200,000  now,  with  a 
full  tank  of  gas.  With  trucks 
selling  the  way  they  are, 
everyone  wants  to  win.  It's 
like  the  boys  driving  stock 
cars  say,  "Win  on  Sunday 
and  they'll  buy  on  Monday.'" 
No  telling  how  many  units  a 
first  in  the  Baja  1000  will  sell. 
But  enough  to  make  a 
$200,000  truck  worth  every 
penny. 

So  this  year,  Walker  will 
be  trying  to  sell  a  few  of  the 
new  Dodge  Ram  pickups. 
He's  built  his  trophy  truck 
around  the  most  distinctive 
new  element  in  the  Dodge 
Ram — a  monster  v-10.  As  an 
off-roader,  myself,  and  a  hard 
working  automotive  journal- 
ist, I  figured  I  had  a  responsi- 
bility to  visit  Walker  and  take 
a  look  at  his  machine  before 
the  first  race  of  the  season.  And  it  just  seemed  right  to 
drive  out  to  Riverside,  where  Walker  lives,  from  my  place 
in  Los  Angeles,  in  one  of  the  new  Dodge  Rams.  So  I 
made  a  couple  of  calls  about  getting  my  hands  on  a  truck 
to  test  drive. 

The  people  at  Chrysler  were  real  cooperative.  But  there 
was  one  small  thing;  they  were  kind  of  short  of  v-ios  since 
production  was  just  ginning  up.  Would  a  v-8  be  okay? 

Well,  I  try  to  be  agreeable,  especially  when  I  am  ask- 
ing for  a  loan.  But  between  more  power  and  less  power. . . 
well,  I'm  going  to  hold  out  for  more  power  every  time. 
They  found  me  a  v-10.  A  righteous-looking  red  one. 

It  was  love  at  first  sight. 

I  mean,  I  liked  the  truck  even  before  I  buckled  up  and 
turned  the  engine  over.  It  is  one  of  those  machines  that 
you  just  stand  back  and  admire  for  a  while.  A  truck  that, 
even  when  it's  parked,  will  get  your  attention. 


I  had  a  Chevrolet  truck  that  was  just  unbeatable  for 
a  couple  of  seasons,  back  in  the  705.  And  my  driver  was 
only  the  best  off-road  racer  ever — Walker  Evans. 


In  the  first  place,  it  is  big.  Everything  about  the  truck 
is  just  a  little  bit  bigger  than  what  you  are  used  to.  The 
bed  looks  big  enough  that  you  could  graze  cattle  back 
there.  The  wheel  base  is  a  little  longer  and  the  stance  a 
little  wider  than  what  you  see  on  the  average  full-size 
truck.  So  you  get  a  little  better  ride  and  handling.  The 
wheels  are  16  inches,  standard,  which  gives  you  a  little 
more  ground  clearance  and  a  little  bit  bigger  brakes.  The 
doors  are  a  little  bit  bigger,  and  they  open  onto  a  cab  that 
feels  bigger  than  some  offices  I  have  sat  in  and  is  certain- 
ly better  organized.  There  are  all  kinds  of  little  touches  in 
the  cab  to  help  you  store  things.  For  some  reason,  people 
tend  to  live  in  their  trucks,  and  the  cabs  get  messier  than 
your  kid's  closet.  But  the  Ram  has  places  for  every- 
thing— for  your  glasses  and  your  gloves  and  your  coffee 
cup.  There  are  cargo  nets  and  little  storage  boxes  on  the 

wall  behind  the  front  seat. 
And  then,  there  is  a  console 
that  you  can  use  as  an  arm- 
rest and  a  place  to  put  your 
laptop  computer,  cassettes 
and  telephone.  I  put  mine  in 
the  proper  slot  and  plugged 
it  into  the  little  concealed  12- 
volt  outlet  on  the  dash.  You 
could  run  your  business  out 
of  that  cab. 

But  that  is  the  cosmetic 
stuff.  Nice,  but  not  essential. 
I  wanted  to  know  about  the 
heart  of  this  big  new  truck, 
which  is  the  big  new  engine. 

So  I  drove  it  out  to  Wal- 
ker's on  a  nice  day  in  January. 
This  was  after  the  fires  and 
before  the  earthquake.  It  is 
always  nice  to  get  on  the 
road  going  out  of  L.A. 

In  no  time,  I  had  the 
truck  up  to  about  75... well, 
maybe  80,  in  fifth  gear,  with  the  RPM  right  around 
2,000,  and  there  was  no  sense  at  all  that  the  engine  was 
straining.  It  felt  like  it  was  almost  loafing.  The  v-10  gen- 
erates about  300  horsepower,  and  more  torque  than  that. 
With  the  five-speed  transmission,  you  can  start  out  in 
second  and  use  first  like  a  granny  gear. 

The  truck  rode  up  high  so  I  could  see  all  around  me 
and  pick  my  spots  six  or  seven  cars  ahead.  That  high  ride 
is  one  of  the  things  I  like  best  about  a  pickup.  The  truck 
handled  well  and  the  sound  system  was  good.  And  the 
truck  must  have  stood  out  in  traffic,  because  I  got  a  lot  of 
looks,  and  a  couple  of  guys  even  tried  to  pass  me  so  they 
could  examine  the  whole  package. 

By  the  time  I  got  to  Walker's,  I  was  sold  on  the  truck. 
And  everything  he  showed  me  just  made  it  better.  He 
had  one  of  the  v-ios  on  a  dyno  and  it  was  turning  more 
than  500  horsepower.  He'd  done  some  things  to  the 
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mgine,  of  course,  but  nothi- 
ng too  radical.  While  we 
valked  around  his  shop, 
vhere  his  mechanics  were 
getting  things  ready  for  the 
;tart  of  new  racing  season 
ind  Walker's  wife,  Phyllis, 
vas  making  sure  they  were 
>rganized,  we  talked  about 
he  advantages  of  the  v-io. 
-Valker  is  a  complete  believer. 
I'll  tell  you,  Parnelli,  you 
enow  how  you  have  to  back 
)ff  early  out  there,  when  you 
;ee  a  ditch  or  something 
;oming  up,"  he  said.  "Well, 
vith  this  thing,  you  don't 
leed  all  those  RPMs  to  get 
he  speed.  So  you  can  wait 
intil  you  are  real  close,  then 
>ack  off  a  little.  And  when 
'ou  are  clear,  you  stomp 
down  and  that  engine  is  right  there  with  the  power." 

Walker  also  said  he  doesn't  generate  a  lot  of  heat, 
vhich  is  always  a  problem  on  a  long,  off-road  race.  You 
iiave  a  little  longer  camshaft,  and  that  adds  to  the  things 
hat  can  go  wrong,  but  because  it  is  a  rocker  arm  engine, 
rem  don't  have  anywhere  near  the  number  of  parts  you 


By  the  time  I  got  to  Walkers,  I  was  sold  on  the  truck. 
Everything  he  showed  me  just  made  it  better.  He  had  a 
V-io  on  a  dyno,  turning  more  than  500  horsepower. 


get  with  a  four-valve.  The 
extra  displacement  gives  you 
more  power  but  still  keeps 
things  relatively  simple.  You 
like  that  in  a  truck.  Especially 
in  the  Baja. 

I  hung  around  most  of  the 
day.  Went  to  lunch  with 
Walker  and  Phyllis.  Walker 
seemed  real  eager  for  the  new 
season  to  start.  He  was  sold 
on  the  engine,  and  that's 
good  enough  for  me. 

The  first  race  was  coming 
up  in  a  little  more  than  a 
week,  at  Parker,  Arizona.  I 
told  them  Fd  be  down  there 
to  watch.  By  the  time  I  left,  I 
was  a  little  sorry  I  wouldn't  be 
running  in  it  and,  also,  wish- 
ing that  I  could  make  the 
drive  down  in  that  big  red 
machine.  It  is  a  hell  of  a  truck,  and  it  will  be  real  interest- 
ing to  see  just  how  Dodge  does  selling  theirs  and  Walker 
does  racing  his.  Right  now,  I'm  betting  they  are  both 
going  to  do  real  well,  and  that  in  the  next  couple  of  years, 
the  other  people  who  make  trucks  are  going  to  be  follow- 
ing the  Ram's  example  and  eating  Walker's  dust.  SB 


Vhere  born  leaders  are  born. 


Pictured  above  is  a  delivery  room  unlike  any  other. 
Part  land,  part  sea,  part  sky.  It's  short  on  creature 
nforts.  But  oh,  what  a  view. 

This  is  where  Outward  Bound*' happens.  Here,  people 
rn  things  like  how  to  climb  up  the  side  of  a  mountain.  And 
n  to  tell  time  without  a  watch. 

At  the  same  time,  they're  learning  about  themselves.  And 
/eloping  a  special  kind  of  confidence  that  comes  from  inside, 
i  never  goes  away. 


And  when  they  come  back,  they're  different  people. 
Stronger,  more  confident.  In  a  word,  leaders. 

There  are  over  600  Outward  Bound  courses  in  20  states  to 
choose  from.  Canoeing,  sailing,  hiking,  even  dogsledding,  to 
name  a  few.  None  require  any  special  skills  or  training. 

Find  out  which  one  is  right  for  you.  Call  1-800-243-8520 
for  a  free  color  catalog  or  write  to:  Outward  Bound  ^w^b^ 
U.S.A.,  Route  9D,  R2  Box  280,  Garrison,  NY  1 0524- 


9757.  Financial  aid  and  academic  credit  available. 


A  nonprofit,  nondiscriminatory  organization,  celebrating  50  years  of  excellence  in  education  worldwide 


All  prices  approximate;  jg 
see  last  page.  His  wool/; 
sack  blazer  by  Davide 
Cotton  shirt,  $90,  an 
pants,  $205,  by  A&ne 
Belt,  $55,  and  shoe 
Ray-Ban  sunglasses 
Lomb.  $112.  Her  dfes 
Beene.  $1,990.  Sh 
Blahnik.  $530.  Hsrtr 
Terri  Apanasewicz  fo 


etails, 
ir  hop- 
i.  $975. 
ira  wool 
Homme . 
by  Bally. 
Bausch  & 
y  Geoffrey 
by  Manolo 
makeup  by 
loutier. 


To  the  dry,  dusty,  but 
spiritual  Southwest  our  two  pilgrims 
have  come,  seeking  enlightenment. 
% (But will they find it?) 
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His  linen  jacket,  $575,  pants,  $285, 
and  shirt,  $225,  by  Calvin  Klein. 
Sandals  by  Cole-Haan.  $98.  Her  silk 
dress  by  Gianni  Versace.  $4,250. 
Sandals  by  Norma  Kamali.  $50. 


STORE  CREDITS 


Agnes  b.  Homme:  Agnes  b.  Homme, 
New  York  and  Los  Angeles. 

Bally:  800-825-5030  for  stores;  in 
New  York,  call  212-751-3540. 

Breitling:  203-327-1411  for  stores. 

Byron  Lars:  top  and  skirt,  special 
order,  Wheaton  Internation- 
al, New  York,  212-355-3232. 

Calvin  Klein:  jacket,  Berg- 
dorf  Goodman  Men,  New 
York  and  J.  Magnin,  Phoenix 
and  San  Francisco;  pants, 
Barneys,  New  York,  and  Ron 
Ross,  Studio  City,  CA;  shirt, 
Neiman  Marcus,  Atlanta  and 
Washington,  DC,  and  Calvin 
Klein  stores,  Palm  Beach  and 
Costa  Mesa,  CA. 

Chippewa:  Saint  Marks 
Leather,  New  York;  Pinky 
Fortune's  Boot  Shop,  Cosh- 
octon, OH;  and  American 
Workwear,  Los  Angeles. 

Cole-Haan:  finer  men's 
specialty  stores  nationwide. 

Dakota  Smith:  select 
Neiman  Marcus,  Nord- 
strom and  Dillaai's  stores. 

Davide  Cenci:  Davide 
Cenci,  New  York. 

DKNY:  bodysuit,  Bergdorf  Good- 
man, New  York;  and  select  Nord- 
strom and  Macy's  West  stores;  skirt, 
Bergdorf  Goodman,  New  York;  and 
select  Neiman  Marcus  and  Bloo- 
mindgale's  stores;  jacket  ,  select 
Neiman  Marcus,  Nordstrom  and 
Saks  Fifth  Avenue  stores. 

Donna  Karan  Men:  sportcoat, 
select  Neiman  Marcus,  I.  Magnin 
and  Saks  Fifth  Avenue  stores;  crew- 
neck,  Bergdorf  Goodman  Men,  New 


York;  and  pants,  Louis,  Boston. 

Double  RL  by  Ralph  Lauren: 

Polo  Sport  Store,  New  York;  and  se- 
lect Neiman  Marcus,  Lord  &  Taylor, 
Macy's,  Bloomingdale's  and  Dillard's. 

Geoffrey  Beene:  dress,  Geoffrey 
Beene  on  the  Plaza,  New  York. 


Gianni  Versace:  Gianni  Versace 
boutiques  nationwide. 

Giorgio  Armani:  Giorgio  Armani, 
New  York,  Boston  and  Beverly  Hills. 

ISDA  &  CO:  One  Colorado,  Pasa- 
dena; Rexer  Parks,  Huntington,  NY; 
and  select  Saks  Fifth  Avenue  stores. 

Label:  Untitled,  New  York,  and 
select  Macy's  stores. 

Manolo  Blahnik:  evening  sandals, 
Manolo  Blahnik,  New  York. 


Norma  Kamali:  sandals,  OMC 
Norma  Kamali,  New  York. 

North  Beach  Leather:  Nortl 
Beach  Leather  stores  in  New  York 
Chicago,  San  Francisco  and  Lo 
Angeles. 

Ray-Ban  by  Bausch  &  Lomb:  8ooj 
343-5594  for  stores. 


Schott  Bros.:  800-257^ 
2468  for  stores. 

Stephen  DiGeronimo| 

top,  Gidding  Jenny,  Cincin 
nati;  Galeries  Lafayette 
New  York;  and  Macy's,  Ne^ 
York;  skirt,  Gidding  Jenny) 
Cincinnati;  Stanley  Kor 
shak,  Dallas;  and  Scarbor] 
ough  Fair,  Glencoe,  ILj 
dress,  Scarborough  Faid 
Glencoe,  IL;  Hola,  Miami 
Beach;  and  Bergdorf  Good 
man,  New  York. 

Stuart  Weitzman:  Stuar] 
Weitzman,  New  York,  212- 
582-9500. 

Tag  Heuer:  800-321-483^ 
for  stores. 

Tommy  Hilfiger:  bette 
department  and  specialty 
stores  nationwide. 


The  348  Spider — Ferrari's  first 
two-seat  sportscar  since  1974 — 
features  a  v-8  engine,  a  transverse 
gearbox  with  revised  gear  ratios; 
all-round  independent  suspension 
with  front  and  rear  anti-roll  bars; 
rack  and  pinion  steering;  and, 
(should  we  tell  you?)  a  maximum 
speed  of  171  mph.  For  more  infor- 
mation or  for  a  dealer  near  you, 
call  Ferrari  North  America,  Inc., 
201-816-2600. 
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The  Poor  Man's 
Range  Rover 


A  rock  and  a  hard  place •? 'Not  behind  the  wheel  of  the  new  Discovery. 


Land  Rover, 
builder  of 
the  Range 
Rover,  has  sold 
the  Discovery 
model  in  Europe 
since  1989,  and  it 
is  the  best-selling 
sport-utility  vehi- 
cle in  the  U.K.  As 
you  read  this,  an 
American-spec 
version  meeting 
all  of  this  coun- 
try's safety  and 
environmental  requirements  is  arriving  in  the  United 
States.  My  wife  and  I  were  invited  to  Ireland  to  try  one, 
the  first  Americans  outside  company  circles  to  do  so. 

The  Discovery  is  a  less  expensive,  younger  cousin 
to  the  Range  Rover.  Its  appearance  is  quite  different, 
as  is  its  personality  on  the  road.  The  Range  Rover  is 
very  expensive,  and  combines  a  level  of  luxury  and  off- 
road  capability  unique  among  sport-utility  vehicles.  It 
is  a  natural  for  anyone  whose  heart  is  warmed  by 
thoughts  of  English  country  houses,  London  double 
guns,  little  Italian  restaurants  in  Knightsbridge,  and 
green-eyed  women  named  Fiona.  Americans  who 
lack  Anglophile  tendencies  may  find  the  Range  Rover 
an  acquired  taste,  but  the  new  Discovery  could  be 
their  cup  of  Diet  Coke.  It  is  much  less  expensive, 
priced  right  on  the  Jeep  Grand  Cherokee  at  about 
$30,000,  and  drives  much  more  like  the  Japanese  and 
American  sport  utilities. 

The  Discovery  is  a  very  comfortable  car  on  the 
highway,  and  if  anything,  it  excels  the  Range  Rover 
off-road.  It  feels  lighter,  sturdier,  and  more  responsive, 


but  you  still  sit 
high  (36  inches 
above  the  ground) 
with  large,  flat 
panes  of  glass  all 
around  you,  and 
you  feel  entirely  in 
command.  The 
engine  is  a  3.9-li- 
ter version  of  the 
Range  Rover's  4.2- 
liter  aluminum  v-8. 
It  can  be  had  with 
either  manual  or 
automatic  trans- 
mission, and  full-time  four  wheel  drive  is  standard.  There 
are  dual  air  bags  and  full  side-impact  protection.  Four- 
channel  ABS  is  standard  on  four-wheel  disc  brakes. 

Discovery's  body  is  aluminum  with  a  steel  roof. 
The  interior  is  light  and  airy,  and  the  front  seats  are 
firm  and  supportive,  available  in  cloth  or  leather. 
Head  room  is  excellent.  Optional  folding  rear  seats 
offer  seven-passenger  accommodation,  but  at  the 
expense  of  cargo  space.  Finally,  there  are  optional 
front  and  rear  sunroofs.  Each  offers  both  slide  and  tilt 
modes  and  a  retractable  sunscreen. 

The  Discovery  was  very  much  in  its  element  in  Ire- 
land. We  shifted  to  low  range  and  locked  the  center 
differential,  and  slithered  over  muddy  tracks  in  the 
wild,  wind-scoured  hills  of  the  Burren,  off  to  the  west 
of  Gort.  We  slept  at  Ashford  Castle  and  Dromoland 
Castle — country  hotels  in  the  truly  grand  manner — 
and  enjoyed  a  rousing  pheasant  shoot  on  the  estate 
that  surrounds  Dromoland.  We  loved  it  so  much  that 
we've  already  booked  the  same  week  next  year.  S3 

— David  E.  Davis 
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MORE  INFORMATION,  PLEASE 


<  1  advertisers  have  much  to  offer  FY1  readers.  The 
j  S.V.P.  reader  service  program  is  designed  to  help 
ir  readers  access  advertiser  information,  locations 
I  id  services. 


!  >ok  over  the  participating  advertisers  from  this  issue 
id  take  a  moment  to  fill  out  the  attached  R.S.V.P. 
!  rd.  Simply  check  the  box(es)  of  those  advertisers 
at  interest  you,  and  valuable  information  will  be 
nt  direcdy  from  the  advertiser,  free  of  charge. 


APPAREL 


YVES  SAINT  LAURENT  Yves  Saint  Laurenl  men's  neck- 
ear  offers  an  exciting  signature  collection  which  is  the  ele- 
nt  addition  to  today's  classic  tailored  clothing. 


APPAREL 


\  ALDEN  SHOE  COMPANY  Manufacturer  of  custom-quali- 
Ishoes  and  boots  for  discriminating  gentlemen  since  1884. 

ALLEN-EDMONDS  SHOE  CORPORATION  World-class 
btwear  for  men.  Named  "one  of  the  25  products  America 
Ikes  best"  by  the  Made  in  the  USA  Foundation.  Distinctive 
btwear  handcrafted  of  all-natural  materials. 

ASCOT  CHANG  Maker  of  custom  shirtings,  clothing  and 
cessories. 

I  BURBERRY'S  TAILORED  CLOTHING  FOR  MEN 

irberry's  men's  tailored  suits,  sport  coats,  trousers,  topcoats 
d  tuxedos. 

CROSS  CREEK  APPAREL  The  Exceptional  Shirt.  If  you 
ek  the  perfect  combination  of  comfort,  style  and  purpose, 
nsider  Cross  Creek.  Look  for  Cross  Creek  in  men's  special- 
Istores  and  fine  department  stores  across  the  country  . 

DONNA  KARAN  NEW  YORK  For  further  information, 
base  circle  our  number  on  the  reader  service  card. 

HATHAWAY  Hathaway...  the  original  great  American 
art.  Impeccable  styling.  Elegant  fabrics  Enduring  quality 
r  over  150  years. 

OXXFORD  CLOTHES,  INC.  Sewn  by  hand  from  the 
prld's  finest  fabrics.  Made  in  the  United  States.  For  store 
tations,  call  1-800-551-5500,  ext.  104.  Crafted  by  hand. 
Itpuched  by  compromise. 

.  PIERRE  CARDLN  Men's  tailored  clothing,  cufflinks, 
ins,  ties,  belts,  shoes  and  hose,  women's  sweaters  and 
hts  available  at  fine  stores. 

.  SEBAGO  DOCKSIDES*  For  more  information  on 
jbago  and  Dockside®  shoes,  please  circle  our  number  on 
e  reader  response  card. 

.  \  IB  RAM  SOLE  Vibrant  Sole  free-  information  pack 
[scribes  an  innovative  program  to  restore  footwear  designed 
bund  Vibram  soles,  including  details  about  a  network  ot 
bram  Authorized  Dealer  repair  shops  that  will  perform  this 
(vice  bv  mail.  There's  even  an  order  form  enclosed. 


AUTOMOTIVE 


i.  HUMMER-AM  GENERAL  HUMMER:  The  Most  Serious 
|4  on  Earth.  Find  out  what  freedom  feels  like.  Call  1-800- 
iAL-4WD  for  the  dealer  nearest  you. 


EXECUTIVE  GIFTS 


14.  BOOKS  ON  TAPE,  INC.  World's  largest  selection  of 
audiotapes.  1-800-626-3333. 

15.  GUCCI  Gifts  of  Distinction,  Gucci's  corporate  gift  cata- 
log, brings  you  highlights  from  this  specialty  retailer's  collec- 
tion of  leather-goods  and  accessories  for  the  perfect  executive 
gifts. 

16.  THE  SHARPER  IMAGE  The-  Sharper  Image  develops, 
introduces  and  sells  a  unique  assortment  of  original  gifts  and 
exciting  products  through  entertaining  stores  and  catalogs, 
with  a  high  level  of  customer  satisfaction.  Call  1-800-344- 
4444  for  your  free  catalog. 

17.  SHOWCASE  MODEL  CO.  The  world's  largest  maker  of 
aviation  display  replicas.  1-800-441-4524. 


INSURANCE/FINANCIAL 


18.  VAN  KAMPEN  MERRITT  Van  Kampen  Merritt  offers 
mutual  funds  and  unit  investment  trusts-  "investing  with  a 
sense  of  direction."  For  information,  call  1-800-D1AL  VKM, 
ext.  2206  (1-800-342-5856). 


JEWELRY  &  WATCHES 


19.  AUDEMARS  P1GUET  The  CEO  Collection  Catalog: 
Features  distinctive  luxury  watches  in  bracelet  or  strap,  all 
steel,  18K  gold  and  steel  or  18K  gold.  For  men  and  women. 

20.  CARTER  Cartier,  the  renow  ned  international  jeweler, 
offers  a  wide  selection  of  products  ranging  from  classically 
styled  18K  gold  jewelry  to  one-of-a-kind  precious  gems. 

21.  ROLEX  Founded  in  1905,  Rolex  has  become  a  universal 
symbol  of  prestige,  elegance  and  consummate  durability. 
Timepieces  with  legendary  appeal. 


MOTORCYCLES 


22.  BMW  MOTORCYCLES  Germany's  highest  expressions 
of  freedom  on  two  wheels  merge  power,  performance  and 
safety.  Call  1-800-345-4BMW  for  the  name  of  your  nearest 
authorized  dealer. 


RETAIL 


23.  BLOOMTNGDALE'S  -  THE  MEN'S  STORE  At  His  Service 
-  Our  complimentary  shopping  service  for  gentlemen.  Please 
call  Cathy  Newman  at  (212)  705-3030  in  NY,  (612)  883-2617 
in  Minneapolis,  and  (3121  440-4520  in  Chicago. 

24.  INFOKRAF  The  one  stop  centre  for  Malaysian  Crafts. 
Made-in-Malaysia  goods  at  INFOKRAF  are  identified  by  two 
factors:  Value  for  money  and  innovative  designs,  as  a  visit 
will  amply  testify. 

25.  MACY'S  A  New  York  landmark  on  34th  Street  between 
Broadway  and  Seventh  Avenue,  and  throughout  the  U.S. 
renowned  for  its  diversity  of  family  and  home  fashions. 
1-800-343-0121. 


TRAVEL 


26.  DORAL  RESORT  AND  COUNTRY  CLUB  Here,  sur- 
rounded by  2.800  acres  of  secluded  tropical  splendor,  you'll 
find  everything  from  99  holes  of  challenging  golf,  including 
the  famed  Blue  Monster,  to  a  renow  ned  Five  Diamond  spa 
where  you  can  relax  and  unwind.  For  details,  call  1-800-22- 
DORAL. 

27.  THE  GLENEAGLES  HOTEL,  SCOTLAND  Gleneagles  is 
Europe's  finest  resort,  set  in  the  midst  of  breathtaking  Scottish 
scenery  yet  w  ithin  one  hour's  drive  of  Edinburgh  and 
Glasgow  international  airports. 

28.  ISLAND  GETAWAY  Great  Golf  Getaway  on  Hilton 
Head  Island.  Escape  to  an  island  paradise  for  an  extraordi- 
nary golf  experience.  Call  toll-free  1-800-476-4885. 

29.  JAMAICA  JAMAICA,  A  SUPERCLUBS  RESORT  Super 
Inclusive  tun  and  sports  for  couples  and  singles.  Scuba,  golf, 
tennis,  beach,  fine  dining,  drinks,  all  included.  1-800-859- 
SUPER,  ext.  190  for  free  brochure. 


30.  THE  PALACE  HOTEL,  BEIJING  Conveniently  located  in 
Beijing's  shopping  and  business  district,  The  Palace  Hotel's 
extensive  facilities  include:  2  executive  floors  for  business  trav- 
elers, 11  restaurants  and  3  night  spots,  spa  with  gymnasium 
and  heated  pool. 

31.  RAFFLES  HOTEL,  A  GRAND  HISTORIC  HOTEL  Hie 

restored  Raffles  Hotel  features  10-4  suites,  12  restaurants  &  bars. 
5  Raffles  Hotel  operated  shops,  6  function  areas,  gardens  & 
courtyards,  a  museum,  a  theatre-playhouse  and  65  shops  retail- 
ing international  and  regional  specialties. 

32.  THE  RLTZ-CARLTON,  HONG  KONG  The  Ritz-Carlton, 
Hong  Kong  is  the  newest  and  smallest  luxury  hotel  in  Hong 
Kong  designed  for  business  and  leisure  trawlers 

33.  THE  SAVOY  GROUP  OF  HOTELS  AND  RESTAURANTS 

Experience  the  best  with  the  Savoy  Group  staying  7  nights  at 
one  or  more  hotels  in  London,  the  English  countryside  and 
Paris.  Rates  guaranteed  to  February  1995.  Call  1-800-63- 
SAVOY. 

34.  VIRGIN  ATLANTIC  AIRWAYS  Send  for  more  information 
on  Virgin's  award-winning,  non-stop  service  to  London.  Call 
your  travel  agent  or  1-800-862-8621  for  reservations. 

35.  VISTA  VERDE  RANCH  Secluded,  yet  accessible 
Colorado  guest  ranch  offering  riding,  rafting,  rock  climbing, 
rodeo  and  more.  Beautiful  setting,  private  cabins,  fine  dining. 


HOT  &  COOL  TRAVEL 


36.  CUNARD  EUROPAMERICA  RIVER  CRUISES  Take  a  7 
or  11  day  river  cruise  through  Austria,  Germany  or  the  South 
of  France  from  March  through  November.  For  a  free 
brochure  call  1-800-221-8200. 

37.  CUNARD'S  SAGAFJORD  ALASKA  Set  sail  this  summer 
aboard  the  only  Five  Plus  Star  ship  to  sail  all  the  way  to 
Anchorage.  For  a  free  brochure  call  1-800-221-8200. 

38.  CUNARD'S  VISTAFJORD  EUROPE  Join  Five  Plus  Star 
Vistafjord  from  April  through  November  as  she  sails  through- 
out Europe.  For  a  free  brochure  call  1-800-221-8200. 

39.  QUEEN  ELIZABETH  2  WORLD  CRUISE  1995  From 
January  through  April  join  the  QE2  as  she  circumnavigates 
the  globe.  For  free  brochure  call  1-800-221-8200. 

40.  SAGAFJORD  WORLD  CRUISE  1995  Join  Five  Plus  Star 
Sagafjord  for  a  Pacific  Odyssey  from  January  through  April. 
For  a  free  brochure  call  1-800-221-8200. 

41.  THE  SKINNY  DIPPER  Nude  resorts,  cruises  and  beach- 
es. 2000  quality  resorts  and  beaches,  from  Miami  to 
California,  in  48  states.  And  from  Mexico  to  New  Zealand. 
Free  brochure.  Phone  414-426-5009. 

42.  SOLEMAR  ITALIAN  VILLAS  AND  COUNTRY  HOTELS 

Discover  country  life  in  Italy:  rent  a  villa  or  farmhouse  or  stay 
in  elegant  small  hotels  in  the  vineyards  and  hills  of  Tuscany 
and  Umbria. 

43.  UNITED  TOURING  INTERNATIONAL  Africa's  leading 
tour  operator,  the  United  Group  has  been  continuously  serv- 
ing safari  travelers  since  1947.  United  companies  in  Africa 
own  and  operate  their  own  fleets  of  vehicles,  boats  and  air- 
craft as  well  as  a  collection  of  hotels  and  game  lodges  in  East 
Africa.  Call  800-223-6486  now  for  a  copy  of  our  40  page 
brochure,  including  Egypt. 


OTHER 


44.  AMERICAN  WINE  EXCHANGE  The  direct  link  between 
you  and  the  cellars  of  the  best  Chateaux.  Save  40%  on  your 
Fiench  wine  purchases. 

45.  AMWAY  CORPORATION  One  of  the  largest  direct  sell- 
ing companies  in  the  world  Amway  markets  thousands  of 
quality  products  and  provides  a  business  opportunity  to  peo- 
ple in  over  60  countries.  Free  information  packet. 

46.  DUNHTLL  INTERNATIONAL  CIGARETTES 

47.  PHILLIPS  PETROLEUM  COMPANY  To  receive  a  copy 
of  our  company  annual  report,  circle  our  number  on  the 
reader  service  card. 


OR  FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  R.S.V.P.  CARD  TODAY! 


(coyote  jack  recommends) 


Powell  Fly  Rods 

Now  in  their  fourth  generation,  the  Powell family 
are  superb  fishermen  who  haven  t forgotten  what 
the  rods  are  really  for. 


The  Yellowstone 
River  lives  a  tew 
hundred  yards  from 
my  house,  and  more  days 
than  not  I  fish  it.  Or  sit  on  a 
rock  and  watch  the  ospreys 
— fine  fishermen,  too,  and 
their  gear  is  more  elegant. 

The  rod  in  my  hand  is  a 
Powell.  I  have  other  rods 
for  other  purposes — heav- 
ier ones  for  the  big  coas- 
tal rivers — but  over  time 
this  eight-and-a-half  foot 
graphite  rod  has  become, 
simply,  what  I  fish  for  trout 
with.  Good  on  all  waters 
here  in  Montana.  Curious, 
I  called  a  few  other  fisher- 
men whose  skills  and  minds 
I  respect,  to  ask  if  they  fa- 
vored one  or  another  brand.  The  name  Powell  came 
back  again  and  again — not  uniformly,  mind  you,  just 
about  90%  of  the  time. 

When  Robert  Redford  was  asking  'round  in  the 
matter  of  what  rods  for  his  film  of  A  River  Runs 
Through  It,  he  got  advised  to  contact  Powell  rods.  In 
addition  to  the  usual  spirally-constructed  graphite  rods, 
Powell  makes  a  Hexagraph  rod — six  tapering  triangular 
strips  of  graphite  glued  together  in  the  same  way  cane 
rods  are.  For  the  movie,  Walton  Powell  painted  the  rods 
to  look  like  bamboo.  They  looked  splendid,  and  so  did 
the  plaster  fish  running  on  tracks  laid  on  the  stream 
bottom.  The  graphite's  tremendous  resilience  helped 
throw  the  line  around  in  the  casting  scenes  much  more 
forcefully  than  would  have  been  possible  with  cane. 


The  Powell fly  rod — good  enough  for 
Robert  Redford  in  A  River  Runs  Through  It 


There  are  fashions  in 
the  fly  rod  business.  A  few 
years  ago,  the  fashion  was 
short  rods.  Only  problem 
was,  well,  if  you  stood  on 
tiptoe  on  a  rock  in  the  mid- 
dle of  the  stream  and  held 
the  rod  high  overhead  it 
would  do  in  its  shortness 
maybe  half  of  what  a  long 
rod  would  do,  and  poorly  at 
that.  In  a  couple  of  years 
short  rods  went  to  that 
place  where  Nehru  jackets 
and  platform  sandals  dwell. 

And,  after  no  period  of 
decent  silence  whatever,  the 
long  cast  became  fashion- 
able. It  has  very  little  to  do 
with  fishing,  but  it  sure  is 
fashionable. 

The  late  Pete  Hidy  was  a  fine  writer  on  angling — 
his  The  Art  Of  Fishing  The  Wet  Fly  is  worth  reading 
carefully — and  he  used  to  fulminate  about  "the  tyran- 
ny of  the  long  cast"  and  wondered  what  in  the  name 
of  Og  the  fools  were  thinking  of.  After  a  moment,  he 
answered  his  own  question. 

Graphite  rods  can  be  made  to  cast  farther,  therefore 
casting  farther  is  good.  We  now  have  videos  which 
will  teach  you  to  cast  five  yards  farther.  Me,  I'd  druther 
save  the  money  and  wade  five  yards  closer.  Other 
thing  they  don't  mention  is  when  you  shag  all  that  line 
out  there  and  it  crashes  down  over  the  heads  of  the 
several-to-many  fish  between  here  and  there,  they  will 
take  off  pronto.  Trout  live  lives  based  on  discreet, 
high-speed  departures. 
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Fly  fishing,  then,  is  a  matter 
of  stealth,  deftness,  and  guile. 

The  rod  companies,  them- 
selves, angle  guilefully  for  your 
dollar — even  unto  conducting 
casting  clinics.  They  retain  the 
services  of  one  or  another  "In- 
ternationally Famous  Fly  Fish- 
erman"— we  need  more  Inter- 
nationally Famous  Front-End 
Alignment  Mechanics,  if  you 
ask  me — to  assist  the  lucky  pur- 
chaser in  the  pointless  exercise 
of  long  casting. 

Near  me,  this  often  takes 
place  on  the  lawn  out  in  front 
of  the  Chico  Hot  Springs  Inn, 
a  classy  place  of  good  food  and 
quiet.  One  Saturday  morning 
I  sipped  my  espresso  and 
watched  some  corn-fed  popin- 
jay from  Ju-ju  Rods  demon- 
strate out  there.  His  groupies 
oohed  and  aahed  at  his  Lge. 
Blgng.  Muscles  &  the  great 
long  loops  of  line  he  was 
tossing  in  the  general  direc- 
tion ol  an  amiable  Golden  Re- 
triever aflop  in  the  tulip  beds. 
Some  of  the  groupies  were  local 
guides. 

(Independent  information 
gatherings  indicate  that  85%  of 
the  fishing  guides  in  Montana 
were  fetched  up  in  Sewage 
Lagoon,  New  Jersey.  After  years 
spent  studying  the  available 
dreck  printed  on  fly  fishing, 
they  moved  here,  bought  a 
Wanker  Wagon — a  big  fiber- 
glass riverboat — and  they  will 
be  delighted  to  repeat  what 
they  have  learned  for  about  $250 
a  day,  including  lunch.) 

The  dog  and  I  watched  for  a 
while  before  muttering  the  same 
thing  in  our  different  lingoes 
and  going  our  separate  ways. 

Most  of  my  fishing  has  been 
and  will  be  here  in  Montana.  I 
don't  have  to  go  by  helicop- 
ter or  yak  to  someplace  so 
remote  even  an  Internationally 
Famous  Fly  Fisherman  can 
catch  fish,  despite  what  you 


To  learn  more  about  the  charcoal  mellowing  process  perfected  by  Jack  Daniel,  drop  us  a  line. 


YOU  CAN  HOLD  what  makes  Jack  Daniel's 
so  smooth  in  the  palm  of  your  hand. 

We  make  this  charcoal  in  our  rickyard  from 
Tennessee  hard  maple  wood.  Then  we  grind  it 
down  to  pea-size  nuggets  and  tamp  it  into  room 
-high  mellowing  vats,  where  our  whiskey  will 
gentle  through  it  —  drop  by  drop. 
Since  1866,  our  friends  have  enjoyed 
whiskey  smoothed  in  the  very  manner 
Jack  Daniel  decreed:  with  charcoal. 
A  sip,  we  believe,  and  you'll 
understand  why  we  always  have 
plenty  on  hand. 


SMOOTH 
TENNESSEE 


SI  PPIN ' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 


read  in  FYI.  Most  of  my  casts  are, 
say,  about  40  feet.  Little  more, 
little  less. 

The  Powell's  action  is  softer 
than  the  Ju-ju  rods,  easier  to  cast  a 
fly  stealthily,  easier  to 
drop  it  near  a  feeding 
fish.  It  won't  bust  a  fine 
tippet  when  you  set  the 
hook,  which  the  stiff 
Ju-jus  do,  but,  then,  the 
Ju-jus  aren't  meant  for 
fishing. 

Now  in  its  fourth 
generation,  the  Powell 
family  are  superb  fisher- 
men who  haven't  forgot 
what  the  rods  are  really 
for.  You  can  cast  most 
every  bit  as  far  as  you 
can  with  a  Ju-ju  rod, 
just  takes  a  few  seconds  longer 
because  the  rod's  action  is  slower 
and  deeper.  And  if  you're  in  such  a 
flaming  hurry,  why  are  you  fishing 
anyway? 


Powell  makes  a  full  line  of  rods, 
built  for  whatever  they  have  to 
do — steelhead,  salmon,  tarpon, 
bonefish.  And  they  make  lovely 
cane  rods,  beautiful  things.-  Glow- 


E.C.  Powells  rods  are  collectors  items 
of  great  value.  They  are  also  wonderful 
fishing  rods,  and  one  thinks  sadly  of  them 
locked  away  like  gold  bars,  like  a  good 
dog  who  never  gets  to  hunt. 


ing  golden  bamboo,  the  elegant 
functionality  of  a  classic  design 
refined  over  centuries,  and  I  think 
each  cane  rod  has  a  certain  spirit  in 
it.  Perhaps  the  bamboo  remembers 


the  sun  and  the  rain  and  the  wind. 
E.C.  Powell's  rods — he  founded 
the  company — are  collector's 
items  of  great  value.  They  are  also 
wonderful  fishing  rods,  and  one 
thinks  sadly  of  them 
locked  away  like  gold 
bars,  like  a  good  dog 
who  never  gets  to  hunt. 

It's  afternoon  now, 
time  to  fish.  I  simply 
must  go.  I  suspect  today 
that  bugs  will  be  hatch- 
ing, brown  ones  about 
so  long.  If  they  aren't, 
bugs  will  be  crawling 
and  tumbling  along  the 
river's  bottom,  brown 
bugs  about  so  long.  And 
I'll  cast,  oh,  40  feet, 
maybe  50.  Easy.  Easy.  43 
— Coyote  Jack 

Powell  Rod  Company,  (1152  West 
8th  Avenue,  Chico,  CA  95926.  916- 
345-3393-) 
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Flying  Cloud 
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HANDCRAFTED  AVIATION  DISPLAY  MODELS 
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APHRODISIACS, 


FROM     SOUP     TO  NUTS 


An  excerpt from 
Jeremy  MacClancys 
Consuming  Culture 


A  short  list  of  aphrodisiacs  might  include  anchovies, 
ant  juice,  artichokes,  barbel,  bamboo  shoots,  basil, 
wild  cabbage,  calves'  brains,  camel  bone,  caper  berries, 
stuffed  capon,  caraway,  caviar,  milk  of  chameleon, 
crabapple  jelly,  crocodile  tail,  preserved  dates,  deer 
sperm,  dill,  doves'  brains,  eel  soup,  egg-yolk  in  a  small 
glass  of  cognac,  fennel,  flea-wort  sap,  dried frog,  gall  of 
a  jackal,  game  birds,  garlic,  ginger  omelettes,  goat's  tes- 
ticle boiled  in  milk  and  sugar,  goose  tongues,  grapes, 
halibut,  hare  soup,  haricot  beans,  herring,  horse  penis, 
horseradish,  mackerel,  lamprey,  leeks,  powdered 
lizard  with  sweet  wine,  marjoram,  milk  pudding, 
mugwort,  musk,  ninjin,  nutmeg,  oysters,  paprika, 
pate'  of  bone-marrow,  Parmesan  cheese,  pepper, 
plaice,  quince  jelly,  ray,  radishes,  rhinoceros  horn, 
rocket,  rosemary,  saffron,  sage,  salmon,  candied  sea 
holly,  shallots,  sheep's  kidneys,  spinach,  swan's 
genitals,  tarragon,  terrapin  soup,  thyme,  turmer- 
ic, viper  broth,  woodcock,  and  pineapple  fritters. 

7 he  Ancients  also  recommended  beets, 
boiled  cress,  chickpeas,  crocodile 
droppings,  dried  liver,  hippopatumus  snout, 
hyena  eyes,  mallow-root  in  goat's  milk, 
mare's  sweat,  narcissus  root,  nettle  seeds, 
pine  nuts,  pomegranates,  sows'  vulvae, 
and  necks  of  snails  taken  with  a  little 
wine.  Cleopatra,  in  true  queenly  style,  pre- 
ferred pearls  dissolved  in  vinegar,  while 


Elizabethan  Britons  thought  so  much  of 
prunes  that  brothel-keepers  fed  them  free  to 
their  clients. 

This  incomplete  inventory  of  Western  aphro- 
disiacs appears  bewilderingly  diverse  and  appar- 
ently indiscriminate,  as  though  anxious  lovers 
were  ready,  in  their  search  for  sexual  satisfaction, 
to  believe  in  the  efficacy  of  almost  any  food  or 
philtre.  Their  gastronomic  choices,  however,  are 
not  as  random  as  they  at  first  appear.  A  number 
of  simple  principles  underlies  the  selection  of 
most  supposed  love-aids. 

Sometimes  the  reason  why  a  food  is  believed 
aphrodisiac  is  obvious,  as  with  animals'  sex 
organs  or  the  meat  of  mammals,  such  as  goats 
and  rabbits,  famed  for  their  fecundity.  Nor  is 
there  much  difficulty  in  understanding  why 
the  sea-slug  is  highly  prized  by  the  Chinese: 
when  touched,  this  cucumber-shaped  food 
swells  and  enlarges  like  an  excited  penis. 
Some  foods  are  thought  aphrodisiac 
because  of  their  resemblance  to  the  human 
form:  the  anthropomorphic  mandrake 
root,  lauded  by  Pliny  the  Elder  and  cele- 
brated by  Machiavelli,  has  been  infamous 
for  centuries.  Medieval  tricksters  used  to 
uproot  the  plant,  insert  seeds  into  the  sec- 
tion of  the  root  corresponding  to  the  geni- 
tal region  of  a  human,  and  then  return  it  to 
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the  soil.  When  the  mandrake  was  finally  removed  a 
few  weeks  later,  the  root — with  the  aid  of  a  little  carv- 
ing and  the  sprouting  of  the  seeds — not  only  looked 
like  a  man,  but  like  one  with  pubic  hair.  The  claimed 
stimulatory  effects  of  mandrakes  are  not  restricted  to 
humans,  for  according  to  a  Victorian  erotologist 
female  elephants  that  eat  their  leaves  are  seized  with 
such  a  desire  for  copulation  that  they  charge  wildly  in 
any  and  every  direction  in  desperate  search  for  males 
to  mate  with. 

Like  mandrake,  ginseng  was  thought  aphrodisiac 
because  its  root  can  appear  so  humanoid.  Nowadays 
there  is  also  scientific  work  suggesting  the  existence  of 
some  pharmacologically  active  ingredient  in 
the  plant  which  increases  stamina  and 
endurance.  What  is  so  unusual 
about  ginseng  is  that,  unlike 
caffeine,  cocaine,  and  am- 
phetamine, its  stimulatory 
mechanism  operates 
unconsciously  and  does 
not  seem  to  have  many 
harmful  side-effects  other 
than  a  possible  increase  in 
blood-pressure.  The  bad 
news — for  those  seeking  a 
reliable  sex-aid — is  that 
there  is  no  firm  evidence 
about  its  aphrodisiac  effects. 
Some  animals,  however,  do 
react  directly  when  treated 
with  extract  of  ginseng.  Hens 
lay  more  eggs,  the  ovaries  of 
frogs  grow  faster,  and  female 
rats  become  more  responsive 
to  the  advances  of  males, 
while  male  rats  dosed  with  the  stuff  and  then  let  loose 
among  the  opposite  sex  ejaculate  faster  and  more 
often.  But,  as  with  elephants  and  mandrake  leaves, 
scientific  experiments  with  ginseng  and  animals  do 
not  necessarily  tell  us  anything  about  the  plant's  effect 
on  human  sexuality. 

The  supposed  potency  of  sea-slugs,  mandrakes, 
ginseng,  bananas,  figs,  and  other  suggestively  shaped 
foods  relies  to  a  great  extent  on  the  idea  that  like  acts 
for  like.  The  efficacy  of  other  aphrodisiacs  is  based  on 
the  related,  but  distinct,  principle  that  an  intimate 
part  acts  for  the  whole.  Germans  in  the  Middle  Ages 
believed  in  the  power  of  an  apple  steeped  in  the  sweat 
of  the  loved  one.  In  the  seventeenth  century,  an 
Englishwoman  got  her  man  by  making  'cockle-bread': 
after  kneading  a  small  piece  of  dough,  she  impressed  it 
against  her  vulva  and  then  baked  it.  If  the  male  object 
of  her  passion  ate  the  little  loaf,  he  would  be  unable 
to  resist  her.  If  that  failed,  she  could  always  insert  a 


Q^/^ccording  to  a  Victorian  erotologist, 
female  elephants  that  eat  their  leaves  are  seized 
with  such  a  desire  for  copulation  that  they  charge 
wildly  in  any  and  every  direction  in  desperate 
search  for  males  to  mate  with. 


fish  into  her  vagina  and  then  serve  it  up  to  him. 

Some  suppliers  claim  aphrodisical  powers  for  their 
products  as  a  way  to  boost  consumption.  In  Britain  in 
the  Second  World  War,  the  rumour  was  put  out  that 
white  bread — the  most  common  and  unexciting  of 
English  staples — was  a  potent  aid  to  love-making. 
Today,  guarana,  the  seed  of  an  Amazonian  berry,  is 
marketed  as  'the  go-anywhere,  get-going,  pick-me-up 
drink  that  you  can  feel  giving  you  a  lift.  Use  it. .  .to  give 
yourself  that  extra  boost  for  long  and  demanding 
days — and  nights!' 

Some  foods  are  touted  as  aphrodisiacs  because  of 
their  rarity  or  novelty.  Previously  unknown  plants 
newly  released  on  to  the  market  are  at  the 
first  perceived  as  exotic,  strange,  and 
redolent  of  obscure  powers. 
Until  these  mysterious  food- 
stuffs become  familiar  and 
common,  people  give 
their  imagination  play 
and  hold  their  skepti- 
cism in  check.  When 
tomatoes  were  first 
brought  over  from  the 
New  World,  Europeans 
thought  these  'love  apples' 
were  the  forbidden  fruit  of 
Eden,  while  chocolate  was 
considered  so  arousing  that 
monks  were  forbidden  from 
drinking  the  libidinous 
brew.  Though  it  is  hard  for 
us  to  imagine  a  stodgy  staple 
as  a  sexual  stimulant,  six- 
teenth-century Britons  also 
prized  that  other  native 
American  plant,  the  sweet  potato,  as  a  potent  love-aid. 
In  Shakespeare's  Merry  Wives  Of  Windsor,  Falstaft 
boasts  to  his  love  of  his  ability  to  resist  lustful  tempta- 
tion by  listing  the  aphrodisiacs  of  his  day:  an  imported 
tuber,  an  erotic  tune,  and  two  varieties  of  candied  sea- 
holly.  'Let  the  sky  rain  potatoes;  let  it  thunder  to  the 
tune  of  "Green  Sleeves";  hail  kissing-comfits,  and 
snow  eringoes;  let  there  be  a  tempest  of  provocation,  I 
will  shelter  me  here.' 

Other  plants  have  been  called  aphrodisiacs  because 
their  physiological  effects — however  mild,  or  vio- 
lent— are  similar  to  those  experienced  by  people  in  the 
process  of  making  love.  Chillies,  curries,  and  other 
combinations  of  spices  excite  the  sex  organs,  get  the 
heart  pumping,  and  may  even  cause  sweating.  In  the 
past,  Puritans  and  prison  governors  have  banned  these 
foods  for  precisely  that  reason.  At  the  turn  of  the  cen- 
tury, young  Cajun  men  took  the  very  opposite  view: 
they  wanted  to  excite  others,  female  others,  and 
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would  sprinkle  cayenne  on  dance  floors,  in  the  hope 
that  the  powder,  shaken  up  by  the  shuffling  feet, 
would  arouse  their  partners  enough  to  overcome  their 
Catholic  inhibitions. 

Wholesome  recipes  like  almond  soup,  herrings, 
and  egg  omelette  may  seem  unlikely  aphrodisiacs,  but 
they  were  meant  to  induce  a  general  feeling  of  well- 
being  and  a  mild  state  of  euphoria  which  could,  in  the 
right  circumstances,  lead  to  an  amorous  encounter.  In 
this  sense,  as  the  anthropologists  Peter  Farb  and 
George  Armelagos  have  pointed  out,  almost  any  food 
is  a  potential  love-aid,  as  the 
very  act  of  eating  raises 
blood  pressure,  increases  the 
pulse,  and  boosts  body  tem- 
perature. So  long  as  you 
have  not  eaten  too  much, 
your  body  is  now  energized, 
ready  for  further  action. 

Some  sexual  stimulants 
are  much  more  specific  and 
localized  in  their  effects;  one 
recipe  calls  for  a  mixture  of 
thorn-apple  powder,  black 
pepper,  honey,  and  other 
ingredients  to  be  applied 
directly  to  the  penis  shortly 
before  sex.  The  atropine  and 
hyoscine  in  the  powder 
excite  the  member,  the  pep- 
per makes  it  burn,  itch  and 
engorge,  and  the  honey  acts 
as  a  lubricant,  easing  entry. 
But  quite  honestly,  if  this 
sort  of  peppered,  gooey 
potion  is  meant  to  be  the  food  of  love,  perhaps  it 
would  be  better  to  stick  to  plainer  fare. 

The  consequences  of  consuming  cantharides,  the 
notorious  'Spanish  Fly',  are  even  more  dramatic  and 
dangerous.  Made  from  the  pulverized  remains  of  a 
dried  blister  beetle  found  in  southern  Europe,  it  burns 
the  mouth  and  throat  intensely,  causes  severe  abdomi- 
nal cramps  and  vomiting,  and  then  empties  your  bow- 
els in  a  diarrhoeic  rush.  The  shock  to  your  system  and 
the  assault  on  your  kidneys  are  so  great  that  the 
chance  of  death  within  twenty-four  hours  is  high. 
And  all  this  for  the  sake  of  a  brief,  violently  induced 
erection  of  the  penis  or  clitoris.  For  the  sake  of  public 
health,  wise  governments  prohibit  its  sale. 

Those  seeking  much  less  harmful  stimulants  might 
consider  trying  pheromones.  Animals  naturally  pro- 
duce these  volatile  chemicals,  whose  biological  func- 
tion is  to  attract  members  of  the  opposite  sex.  They 
are  also  found  in  parsley,  celery,  celeriac  roots,  carrot 
tips,  young  parsnips,  cheese,  asafoetida,  Bombay 


Duck,  anchovy  sauce,  and  Asian  fish  sauces.  Truffles, 
'the  black  diamond  of  the  kitchen',  contain  substantial 
quantities  of  anderostenone,  a  chemical  variant  of  the 
male  sex  hormone  testosterone.  The  odour  of  this 
pheromone,  according  to  the  Australian  wine- 
grower Max  Lake,  suggests  'musk  and  sandalwood  with 
the  merest  nuance  of  urine';  the  meat  of  wild  boars 
and  uncastrated  domestic  pigs  is  so  full  of  the  pungent 
scent  that  to  some  it  seems  tainted  and  repellent. 

The  research  done  on  the  influence  of  pheromones 
on  human  behavior,  however,  has  not  yet  provided 

any  conclusive  results.  Sub- 
jects sitting  in  a  room  scent- 
ed with  an  unnoticeable 
amount  of  anderostenone 
rated  photographs  of 
women  as  more  attractive 
and  sexy,  and  shots  of  men 
as  warmer  and  more  friendly 
than  when  performing  the 
same  task  in  an  unscented 
room.  In  a  separate  experi- 
ment, psychologists  sprayed 
anderostenone  on  to  certain 
chairs  in  a  dentist's  waiting 
room.  The  receptionist 
observed  that  a  significantly 
higher  proportion  of 
women,  and  a  significantly 
lower  proportion  of  men, 
chose  the  scented  seats.  But 
the  women's  response  was 
only  significant  when  the 
concentration  of  ander- 
ostenone was  high  or  low, 
and  the  scientists  are  unable  to  explain  why  women 
showed  no  chair  preference  when  the  chemical  was 
sprayed  at  a  moderate  level  of  concentration.  All  in  all, 
this  is  the  trouble  with  much  of  the  research  into 
pheromones:  some  experiments  suggest  that  they  do 
influence  people's  moods  and  attitudes,  while  others 
suggest  that  they  do  not. 

The  unexciting,  and  perhaps  reassuring,  conclusion 
to  this  brief  tour  of  the  world's  sex-aids  is  that  mood 
itself  is  the  ultimate  aphrodisiac.  The  spiced  ingredi- 
ents of  a  meal  may  get  our  bodies  going;  the  phallic  or 
vulval  shape  of  the  food  served  up  may  reveal  our  inten- 
tions; a  wholesome,  but  not  heavy,  dish  may  put  us  in 
the  right  mood;  and  a  pheromone-filled  truffle  may 
just  possibly  influence  our  attitude,  bur  none  of  these 
has  any  chance  of  success  without  the  right  ambience. 
No  culinary  concoction  of  chemicals  is  going  to  turn 
your  guest's  head  unless  you  provide  him,  or  her,  with 
the  right  setting.  The  food  is  supplementary  to  the 
romantic  task  at  hand,  and  that  job  is  up  to  you.  3S 
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Affairs   Of  The  Heart 


'I'll  see 

YOU 

IN  THE 

ecu 
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MANY  OF  US  DON  T 
think  too  much  about 
heart  attacks,  but  if  we 
do,  we  figure  they're  way  off  in 
our  future.  We're  still  young.  Still 
healthy.  I,  on  the  other  hand,  am 


The  "cardiac  event"  this 
hard-living;  reporter  suffered 
at  42  was  instrumental 
in  saving  his  life. 


ics  were  something  in  Sports  Illus- 
trated. The  last  time  I  had  run  any 
distance  was  in  the  Army,  20  years 
earlier.  The  night  before  the 
attack,  I  had  had  hot  Mexican* 
food  and  so,  when  I  woke  up  that 


ahead  of  the  pack.  I  just  passed  the  50  mark,  and  can  look  morning  and  felt  queasy,  I  figured  it  was  simply  indiges 

back  on  my  heart  attack  as  a  thing  of  the  past.  And  pass-  tion.  Right  after  lunch,  the  indigestion  got  worse.  It  felt 

ing  50  became  something  of  a  watershed — at  the  time  of  as  if  somebody  had  placed  a  cinder  block  on  my  chest  and 

the  "cardiac  event,"  as  the  medical  world  sometimes  calls  then  sat  on  it.  While  he  was  sitting  there,  another  guyj 

it,  serious  doubt  was  raised  about  my  even  getting  to  50  if  snuck  in  and  attached  four  metal  strapping  bands — the 

I  continued  along  the  path  of  butter,  french  fries,  fine  fat-  kind  you  see  on  large  wooden  packing  crates — to  the 

marbled  steaks,  heavenly  croissants,  the  fattest  and  sides  of  my  chest.  Then  the  guy  with  the  bands  took  a 

smoothest  of  rich  ice  cream  and  substantial  goblets  of  ratcheting  device  and  began  drawing  the  bands  shut,  so 

wine,  bourbon,  Cognac  and  the  odd  gin.  the  pain  flowed  inward,  toward  the  center  of  the  chestl 

At  the  time,  I  didn't  even  know  it  was  a  myocardial  with  most  of  the  hot,  intense  pain  centralizing  in  the 

infarction  (an  M.I.  is  what  the  docs  call  it,  and  it  becomes  sternum.  I  thought,  this  is  some  serious  heartburn. 

part  of  the  slang  of  some  heart  attack  veterans).  I  was  42,  I  murmured  to  my  friend  and  f  ellow  reporter,  Rob 

a  news  reporter  in  the  prime  of     -p        ■»»•  rp                     Haeseler,  that  I  was  going  out  fon 

11                                 1  .                   JD  Y      1Y1  I  C  H  A  E  L      XAYLOR            ...     T1        .     T         1  1    ■  1 

sloth — exercise  was  driving  a  awhile.  1  thought  1  would  simpl] 

manual  transmission  car.  Athlet-        Illustrations  By  Jack  Davis        hop  into  the  car  and  drive  over 


ily 
to 
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emergency  room  and  ask  them  to  check  it 
out,  much  as  I  might  ask  a  mechanic  to  check  the  oil.  I 
got  halfway  across  the  street,  and  the  pain  got  twice  as 
bad.  I  thought  about  the  public  ambulance  system  in 
Oakland  and  realized  that  with  more  than  100  murders  a 
year  to  deal  with  in  this  city  of  376,000,  the  drivers  prob- 
ably knew  their  way  around.  The  pain  was  now  radiating 
through  my  chest,  sometimes  in  waves,  and  thoughts  of 
heartburn  fled  and  were  replaced  by  darker  implications. 
I  went  back  to  the  office  and  found  Rob  doing  a  phone 
interview.  I  lay  down  on  the  floor,  on  my  back.  Rob,  who 
had  done  about  ten  years  on  the  city  desk  and 
knew  how  to  cope  with  unusual  events — 
snipers,  earthquakes,  reporters 
lying  about  the  newsroom,  Wi^ 
mass  murders  and  the  like —  I 
took  one  look  at  me  and 
said  into  the  phone,  "Call 
you  back,"  then  to  me, 
"Why  are  you  on  the 
floor?"  I  said  I  seemed 
to  be  having  pain 
"right  here,"  point- 
ing to  my  chest. 
He  hit  9-1-1  and 
said,  calmly,  "Chest 
pains,  3283  Lake- 
shore,  the  cross  is 
Lake  Park.  Code 
Three."  Code 
Three  is  police  radio 
language    for  red 
lights  and  siren. 

I  timed  the  9-1-1 
call.  It  took  five-and-a- 
half  minutes  for  the  fire 
department  medics  to  get 
there  and  another  four  for  the 
paramedics  and  their  ambulance. 
Carrying  me  downstairs  on  a  stretcher, 
one  of  the  fireman  said,  "Christ,  this  is  the 
heaviest  sucker  I've  hauled  today."  I  was 
tipping  in  at  about  240  pounds,  about  70 
more  than  my  six-foot  frame  should  have 
been  carrying.  The  ambulance  guys  took 
me  Code  Two  to  the  hospital  (red  light, 
but  no  siren,  because  they  say  the  wailing 
sometimes  alarms  heart  patients). 

At  the  entrance  of  the  emergency  room, 
they  slid  me  onto  a  gurney  and  then 
wheeled  me  straight  in.  Within  minutes,  somebody  had 
rammed  a  tube  into  my  left  arm  and  started  feeding  in 
lidocaine.  Somebody  else  hooked  up  an  electrocardio- 
gram machine  to  see  what  the  heart  damage  was.  Nitro- 
glycerine tablets  went  under  the  tongue,  and  there  were 
shots  of  morphine  for  pain  and  a  tablet  of  Valium  to  calm 

me  down.  None  of  it  seemed  to  have  any  effect.  The  doc-    be  blown  out  of  the  building." 


It)' 

m 


tor  said,  "On  a  scale  of  one  to  ten,  tell  me  about  the 
pain." 

"Eleven,"  I  said. 
"Do  you  smoke?"  he  asked. 
"I  quit  two  years  ago.  Two  packs  a  day." 
"If  you  were  still  smoking,"  he  said,  "you'd  be  dead 
by  now." 

Less  than  20  minutes  after  my  arrival,  they  decided  I 
qualified  for  the  Coronary  Care  Unit,  which  is  harder  to 
get  into  than  Harvard. 

Again,  I  was  strapped  into  a  gurney  and  then  whisked) 

down  halls,  around  corners  and  in  and  out  ohBH 
huge  elevators,  the  I.V.  bottles  swinging  l_ 
crazily  from  the  fragile  aluminum  |P 
poles  attached  to  the  gurney. 
Staring  straight  up,  I  could  see 
the  fluorescent  lights  snick- 
ing by,  like  something  out 
of  a  bad  movie. 

Life  in  the  C.C.U 


was  different  from 
the  hurly-burly  of 
the  E.R.  In  the 


raw 


also 


Less  than  20  minutes 
after  my  arrival,  they 
decided  I  qualified 

for  the  Coronary 
Care  Unit,  which  is 
harder  to  get  into 
than  Harvard. 


C.C.U.,   it  was 
strictly  first  cab-] 
in — one  nurse  to  a 
patient,  one  pa- 
tient to  a  room 
and  round-thej 
clock  care.  Lifej 
took  on  a  certain 
regularity.  I  slept,  if  \ty 
you  could  call  it 
that,  encumbered  by 
the  heart-monitoring 
telemetry  leads  that) 
sprouted  from  electrodes 
stuck  all  over  my  chest.  Each) 
day,  a  nurse  would  smear  a 
cream-like,  pain-reducing  nitro-| 
glycerine  paste  on  my  arms. 
One  morning,  around  six,  a  nurse 
came  in  and  routinely  pulled  back  mw 
gown  to  daub  new  paste  onto  my  arm! 
Suddenly,  he  started  pulling  off  my  wholej 
gown  top. 

"Problems?"  I  said. 

"No,"  he  said,  "I'm  just  trying  to  find!  » 
the  old  paste." 

"It's  right  here,"  I  said,  showing  where  ^ 
it  had  been  smeared  on  my  chest. 

"Christ,"  he  muttered.  "Who  the  hell  was  on  las 
night?  This  is  nitroglycerine.  If  you'd  gone  into  cardiad  {J 
arrest,  somebody  would  come  screaming  in  here  with  the: 
crash  cart  and  the  paddles.  They'd  yank  open  your  gownj 
and  slap  the  paddles  on  your  chest  and  BOOM!  We'd  all) 


new 
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ty  years  after  those  tragic  days, 
rican  Heritage  magazine  and 
ed  Press  International  announce 
e-publication  of  their  classic  book 

fR  DAYS  THE  HISTORICAL  RECORD 
IE  DEATH  OF  PRESIDENT  KENNEDY. 
DAYS  is  told  in  dramatic  pictures  and  text, 
ing  the  famous  eyewitness  account  by 
man  Smith,  UPI's  White  House  reporter, 
coverage  won  him  a  Pulitzer  Prize. 
Iso  is  Bruce  Carton's  moving  preface  to  the 
al  edition  and  a  memorable  selection 
cial  documents,  the  undelivered  Dallas 
t,  public  and  private  messages  from 
d  the  world — a  commemorative 
ical  record  of  the  death  of  America's 
fifth  President. 


"FOUR  DAYS  is  a  restrained, 
well-designed,  very  moving  record 
of  the  death  of  President  Kennedy 
and  the  events,  tragic,  formal, 
and  bizarre,  that  followed" 


—The  Atlantic 


erican  Heritage  Books 
Box  10934,  Des  Moines  IA  50350-0934 


se  send  me 


copies  of  FOUR  DAYS  (#B30) 


14.95  each  plus  $3.50  for  shipping  and  handling. 
'  York  State  residents  add  applicable  sales  tax. 
nent  must  accompany  order. 

;k  or  money  order  payable  to  American  Heritage. 

-gemy:    □  VISA  □  MasterCard  □  Amex 

Number 


To  Order  by  Phone, 
Call  Toil-Free 
1-800-876-6556 


Expiration  Date 


State 


Zip 


iture 


FOUR  DAYS 

THE  HISTORICAL 
RECORD  OF  THE  DEATH  OF 
PRESIDENT  KENNEDY 

Compiled  by 

American  Heritage  magazine 
and  United  Press  International 

Introduction  by  Bruce  Catton 

The  hard-cover,  jacketed  edition 
is  $14.95. 

The  book  is  8  3/4  "x  ll  1/4". 
1 44  pages,  with  more  than  1 40 
illustrations,  15  of  them  in  color. 


This  made  me  think  about  the  unintentional  dual  pur- 
pose of  the  other  things  they  had  attached  to  me.  Take  the 
hep  lock,  for  example.  It's  the  tube  that  is  stuck  on  your 
arm,  through  which  they  trickle  medication. 

"Sometimes,"  a  nurse  said,  "you'll  hear  about  one  of 
the  patients — he's  wandered  over  to  the  park  and  his 
buddies  open  up  the  hep  lock  and  jam  in  a  little  heroin. 
No  needle  tracks." 

After  things  settled  down,  and  it  appeared  I  would 
live,  my  resident,  who  had  spent  time  at  the  Zen  Center, 
told  me  I  would  be  seeing  a  cardiologist 
who  would  advise  me  on  how  to  live 
the  rest  of  my  life.  Cardiacwise. 
The  guy  came  in,  sat  down, 
looked  over  the  chart  and 
asked  my  name.  The  way 
it  came  out,  I  thought 
he  might  next  ask  for 
my  serial  number. 

"Hmm,  newspa- 
perman," he  said. 
"Find  another  line  \  ; 

of  work." 

"Beg  your  par- 
don?" 

"And,  let's  see. 
Hobbies.  No  more 
motorcycles.  And 
by  the  way,  no  more 
steaks  and  no  more 
bourbon." 

"What  about  wine? 
I've  got  a  good  cellar.  I 
kind  of  like— " 

"Forget  it." 

If  I  didn't  follow  his  instructions 
to  the  letter,  I'd  be  dead  in  eight 
months.  When  he  got  up  from  the 
chair,  I  thought  I  saw  him  click  his 
heels. 

The  Zen  doc  said  not  to  worry  and 
sent  in  the  chief  of  cardiology.  He  was  terrific.  He  knew 
my  name.  He  listened  to  me.  And  then,  the  crowning 
touch — he'd  conducted  one  of  the  definitive  studies  that 
said  it's  just  fine  to  have  two  glasses  of  wine  a  day.  Sold. 
You  are  my  man. 

After  three  weeks,  they  paroled  me  to  the  custody  of 
my  wife.  For  a  month,  I  couldn't  walk  up  stairs.  The  diet 
started  the  day  I  left  the  hospital.  Red  meat  was  out.  But- 
ter was  banished.  Ice  cream  left  my  vocabulary.  Now  it 
was  lean  breast  of  chicken,  or  various  kinds  of  fish, 
grilled,  with  (surprisingly  delicious)  fat-free  marinades 
dreamed  up  by  my  wife.  The  docs  kept  me  on  medica- 
tions— beta  blockers,  calcium  channel  blockers  and 
nitroglycerine  patches  (on  the  arms,  please) — for  nearly  a 

ir  and  in  that  time,  I  lost  about  65  pounds. 


"Now  I  look  at  this 
cardiac  event  as  the 
messianic  heart  attack 


I  bought  some  new  clothes  and  had  the  others,  such  3 
jackets  and  trousers,  taken  in.  Small  things  had  nev 
meaning:  I  had  to  readjust  my  car  seat  because  my  previ 
ous  bulk  had  nearly  pushed  me  into  the  back  seat. 

There  were  other  changes,  too,  less  visible  ones.  As 
started  to  get  my  strength  back,  I  had  to  radically  changi 
my  way  of  life  and  all  those  habits,  so  ingrained,  that  I'( 
been  used  to  for  so  many  years.  The  seemingly  immorta 
habitue  of  bars  was  now  measuring  out  a  couple  of  glass] 
es  of  wine  at  home.  As  somebody  who  had  never  though 
much  about  personal  health,  I  now  found  myself  devour- 
ing articles  about  taking  care  of  you 
heart.  Aha!  Another  coffe< 
study.  Is  caffeine  good  o 
bad  for  me?  (  The  jury  ij 
apparently  still  out  on 
that  one.)  Now,  here': 
an  interesting  piece 
about  iron.  Do  . 
have  too  much  of  i 
in  my  system 
World  War  IF 
might  have  begurl 
the  day  before,  bu 
I  was  far  more  fas-| 
cinated  with  a 
esoteric  discussion 
of  cholesterol  lev 
els.  If  I  keep  walk 
ing  four  miles  ; 
day,  will  thi 
strengthen  nn 
heart  and  preven 
another  stint  at  the 
C.C.U.? 
My  self-image  founderec 
there  for  a  while  as  I  wen 
through  what  therapists  say  is  fairlj 
typical  of  the  nascent  heart  patient 
the  tendency  to  think  of  yourself  as  & 
cardiac  cripple.  When  I  felt  that  famil 
iar  pain  in  the  chest,  I  wondered,  shoulc 
I  reach  for  the  Rolaids  or  dial  9-1-1?  The  first  time  it  hap 
pened,  I  went  straight  to  the  emergency  room.  Later,  ] 
learned  to  take  an  antacid  and  see  if  that  did  the  trick. 

Now,  I  look  at  this  cardiac  event  as  the  messianic 
heart  attack.  If  it  hadn't  happened,  I  would  have  kep 
on  throwing  down  those  steaks,  and  it's  likely  the  heari 
attack,  when  it  inevitably  came,  would  have  been  fai 
worse.  Then  I  would  have  had  to  start  learning  al 
about  quadruple  bypasses.  No  thanks.  I'll  just  keet 
doing  those  walks  and  eating  a  lot  of  fish  and  chicken 
Oh,  one  other  thing.  My  wife  discovered  that  she 
could  now  get  her  arms  around  me  when  we  got  back  or 
the  motorcycle.  BB 


Michael  Taylor  is  a  journalist  living  in  Berkeley,  Calif) 
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Now  and  then,  something  comes  along 
that  is  just  plain  undeniable.  Philoso- 
phers have  devised  a  system  for  classify- 
ing these  things.  First,  there  are  the  big 
things — your  wheel,  for  instance.  Or 
fire.  And  then  there  are  your  not-so-big 
things — the  automobile  and  the  machine  gun 
come  to  mind.  And  then  (sticking  with  the  strict 
logic  of  the  system)  you  have  the  little  things. 
Aspirin.  Bottled  (not  canned)  beer.  WD-40. 
And  duct  tape. 

It's  hard  to  conceive  of  life  as  we  know  it  with- 
out duct  tape.  And  if  you  could  remove  duct  tape 
from  modern  life. .  .well,  just  think  of  the  number 
of  things  that  would  fall  apart.  We  could  probably 
get  along  better,  for  longer,  as  a  major  industrial 
power  without  the  Federal  Reserve  System  than 
we  could  without  duct  tape. 

Aviators  use  duct  tape  to  patch  the  skin  of  low- 
speed  aircraft.  In  Vietnam,  you  measured  the 
righteousness  of  a  chopper  by  the  tape  on  its  sur- 
face. "It's  perfect  for  expedient  repairs,"  says  one 
old  Vietnam  Forward  Air  Controller.  "The 
downside  is  sticky  as  wet  tar  and  the  outside  is 
smooth  as  a  baby's  ass." 

Which  is  the  reason  mountain  climbers  use 
duct  tape  to  cover  a  blister.  "Works  much  better  I 


than  moleskin,"  says  one.  "Lots 
less  friction." 

Race  car  drivers  use  it  around 
the  body  of  a  car  to  smooth  things 
down  and  cut  wind  resistance. 
There  is  more  duct  tape  than  chew- 
ing tobacco,  these  days,  in  the  pits  at  Darlington. 

Skiers  use  it  to  bind  up  loose  boots  and  patch. . . 
anything  that  needs  patching. 

And  the  list  of  things  that  it  will  patch  is  limit- 
less— everything  from  a  fly  rod  to  a  laptop.  About 
the  only  thing  it  won't  patch  is  a  broken  heart. 

Duct  tape  has  even  been  used  by  fashion  photo- 
graphers to  support  the  breasts  of  models.  Honest. 

Every  backpacker,  fishing  guide,  mechanic, 
sailor,  body  &  fender  man,  and  cowboy  keeps  a 
roll  of  duct  tape  handy  in  the  sure  and  certain 
knowledge  that,  sooner  or  later,  the  thing  you 
most  need  will  break.  A  certain  dog  trainer  once 
used  duct  tape  as  a  muzzle,  and  it  is  for  sure  that  it 
has  been  used  by  crooks  to  tie  up  their  hostages. 
But  don't  blame  duct  tape.  When  duct  tape  is 
banned,  only  criminals  will  have  duct  tape. 

Duct  tape  is  what  you  use  to  fix  those  things 
that  a)  you  really  need,  b)  really  love,  or  c)  cannot 
do  without.  It  is  scotch  tape  for  the  real  world.  S3 

— Geoffrey  Norman 
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THE  CREAM  OF  THE  MAIL-ORDER  CATALOGUES 


)nly  connect," 


ll.M.  Forster  might  well 
ave  said — or  jotted — as 
e  waited  for  a  service 
epresentative  from  his 
tvorite  catalogue. 

|^  Throw  in  the  trowel!  (And  the 
Vuning  shears  and  the  hand  snips  and 
\e gloves  and  the...)  With  this  classic 
nglish  gardeners'  tote  bag,  there's  no 
use for  misplacing  your  tools. 

m  #5318  $59 

genbach  800-362-1991 

^  Ginger  ale — you  always  thought  it 
as  a  beverage  for  sissies,  bluehairs  and 
covering  alcoholics.  Wait  'til  you  try 
is  stuff,  which  you  may  want  to  take 
ith  an  ice-water  chaser.  (#j  Hot  and 
Not  So  Hot.) 

se  of  24  (Single  or  mixed)  $24 

nheim  Bottlers  803-774-0322 

}Shhhh.'  Don't  tell  Dr.  Gizmo, 
hose  clock  fetish  is  something  of  a  pri- 
ite  joke  around  here,  about  the 
ocking  Pony  Alarm  Clock.  Its  sound 
rects  include  gallops  and  whinnies — 
rise  and  shine,  pardner. 

m#X01-420  $35 

e  Mind's  Eye  800-227-2020 

|  The  bird,  the  bird,  the  bird  is  the 
ord — the  $jgo,ooo  word,  in  the  case 
this  shimmering,  sterling  silver  Vic- 
'ian  Gothic  bird  cage,  which  sits  atop 
tepped  mahogany  plinth. 
irey  212-688-1811 

)  Stare  master:  the  world's  smallest 
'escope,  the  8X  Minox  T8,  truly  fits 
to  a  shirt  pocket.  Call  201-808-9010, 
here  the  folks  will  either  sell  to  you 
"ect,  or  give  you  the  name  of  an  acces- 
'ile  local  dealer.  In  black  about  $joo; 
chrome  about  S550. 

)  But  is  it  art?  Rene  Magritte  in- 
tired  this  whimsical  Sky  umbrella, 


which  will  brighten  even  the  rainiest 
of  days. 

Item  #31R  $78 

Art  Institute  Of  Chicago  800-621-9337 

Q  Which  came  first?  Why,  these  eggs 
obviously,  beautifully  painted  Easter 
eggs  in  floral  patterns  that  even  adults 
would  look  for  underneath  sofas,  and 
behind  table  lamps,  and  in  drawers  to 
put  in  their  Easter  baskets. 

Item  #7994  (Set  of  6)  $14 

Smithsonian  800-322-0344 

What's  a  superhighway  without  a 
road  map?  Particularly  when  it's  that 
much-ballyhooed  "information"  one? 
The  brand-new,  284-page  NetGuide 
will  keep  you  from  wandering  around 
aimlessly  on  the  Internet,  and  is  full  of 
good  ideas  for  where  to  pull  over. 

NetGuide  $19 

Michael  Wolff  800-638-1133 

^^Just  the  way  we  like  our  choco- 
late— by  the  basket.  Filled  with  white, 
milk  and  dark  chocolate  truffles,  this 
Chocolate  Creation  Basket  will  keep 
the  chocoholics  in  your  immediate  circle 
contentedly  munching. 

Item  #5-071  $36 

Black  Hound  800-344-4417 

fj)  About  the  only  thing  this  Ultimate 
Computerized  Golf  Cart — which  mea- 
sures the  distance  your  last  shot  traveled 
and  then  advises  you  on  club  selection 
for  the  next — can 't  do  is  swing  the 
sticks  for  you. 

Item  #53971  $149.95 

Hammacher  Schlemmer  800-421-9002 

Forced  March?  Don't  let  water  be 
your  Waterloo  this  spring — these  gen- 
uine Wellington  boots  will  keep  you 
warm  and  dry  during  the  winter  thaw. 
In  green,  yellow,  red  or  purple 

Item  #49-535096  (Women's)  $59 

Item  #49-535104  (Men's)  $59 

Gardener's  Eden  800-82! 
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THE  BULL  BOARD  ) 


FORT  LAUDERDAL^£j 

Oct.  22  (AP)  -  AJ0^b  threat- 
German  tourist  s   do  a 

aboard  an  «>^infhreWbathroom,  a 
plea  to  ^aJe  has  ruled, 

Federal  district  ud 8J  .s  stay 
nine  months  into  the  toui 

in  prison.  ld  tne  Ger- 

£he  passenger  to  a  dant 

man-speaking   ™|"vabout  to  ex- 
that  his  bladder  was  aD  t 
plode,  not  the  plane,  a 
judge  says. 


«°rotki  to  cure  her  habit 

*f?aprS?  hne  May  ,5  incident 


25%  of  Cheer«pttg  Squad  Pregnant 

■  HEMPSTEAD,  ToP— Four  pregnant  girls  were 
forced  off  the  16-member  Hempstead  High  School 
cheerleading  squad  this  fall,  sparking  complaints  of 
sexism  and  questions  about  the  quality  of  sex  educa- 


V- 

Russians  Open  N^py  Bush: 

Citing  cuts  in  Russian  government 
pants,  the  Moscow  lab  that  has  preserved 
.Lenin's  body  for  70  years  is  offering  com- 
mercial mortuary  services  -  including 
mummification.  In  a  venture  with  an  un- 
dertaker, the  Center  for  Biological  Struc- 
tures will  perform  long-term  embalming,  a 
six-month  job,  for  at  least  $250,000  -  a 
breathtaking  sum  in  Russia  even  with  the 
center's  full  guarantee  and  post-sale  in- 
spections every  two  years.  Former  clients 
included  notable  communists  such  as  Ho 
Chi  Minh  of  North  Vietnam.  Now  the 
center  sees  its  market  as  "rich  people  in 
the  West  and  the  U.S.  who  would  like  to 
preserve  themselves  for  the  future." 


tion. 


mtSfST-  f°,0d  one  of  many  annual  ^ 
KS^?l^IU„de  ^PP^  Wats  from  ***  > 


Thre 


I  Leesbur^  bTp^ ST  fleed  in 


'es.  Smith,  49,  said 


But  Barbra  Streisand  rejected  the  notion  that  the 
halo  of  stars  around  Mr.  Clinton  has  become  a  distrac- 
tion, telling  the  Los  Angeles  Times  in  an  interview  g» 
published  this  week  that  celebrities  have  unfairK  been   ■ ■ 
painted  as  airheads. 

"My  favorite  show  is  the  C-Span."  she  said.  "That's 
what  I  watch:  C-Span  1  and  C-Span  2.  When  I'm  not 
watching  CNN."  C-Spari  is  a  cable  channel  devoted  to 
congressional  debates. 


dri'nCg  a^cS 2  T"6"  had  been 


►  CONDOM  RECA  ii  .-t, 

f  recalling  3  million  ThaTrn^iI^Department  of  Health 
fechve  and  were  distributed  ^  ,,COndoms  that  could  b?d2 


■■■■nM5 
IRS  worlfc.  fe"8ed 

LOS  ANGWP  <AP>  - 
Carolyn  Henderson.  42,  ot 
San  Diego,  an  Internal  Reve- 
nue Service  worker,  was  sen- 
tenced Monday  to  15  months 
in  prison  and  ordered  to  re- 
pay $59,729  she  embezzled 
from  taxpayers. 

■  The  Montana  Supreme  Court  says  wearing  wo- 
men's clothes  doesn't  automatically  make  a  man  a 
bad  father.  The  court  Thursday  overturned  a  lower- 
court  order  in  a  divorce  case  that  gave  a  woman 
sole  custody  of  the  couple's  3-year-old  child  and 
allowed  only  limited  supervised  visits  by  the  father 
because  he  had  admitted  wearing  women's  clothes. 

f 'torn  oews  services 


Prestige. 


seeming  jest:  «fo  a,- 


While  "the'  JS?  maybei^ 

nd  Cindy  Qarrfco^ 
;'••«««,  later  said  thJ    *  of  Pei*n- 


fied 
some 
fehrs 


ie  Jap- 
anese, who  during  an  invasion  of  Korea 
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The  important  thing 
is  service.  After  all,  this 
is  practically  your 
whole  life  you're 
toting  around. 
Luckily, 
every  Digital 
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We  have  three  impres- 
sive new  notebooks. 

Yes,  they  give  you  up 
to  33  MHz  of  i486™ 
processor  power.  Yes, 


notebook  is  backed  by 
our  three-year  limited 
warranty. 

But  you  need  your 
laptop  in  your  lap,  not  on 
somebody's  workbench. 
That's  why  we  don't  just 


That's  our 
DEC  Passport" 
service  program  — 
the  strongest  you  can  get. 
And  it's  free  the  first  year. 

Truth  is,  we're  giving 
you  everything  you  need 
in  a  laptop. 

A  book  so  good  you 
can  t  put  it  down. 

And  coverage  so  good 
you  won't  have  to. 

Call  1-800-316-4903. 

Please  reference  BTK  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon.-Fri.  ET. 


Get  Lotus  Organizer  "  (up  to  $149  value) 
tree  when  you  purchase  any  DECpc 
425SE  notebook  by  May  31,  1994. 


they  have  a  slot 
for  Type  I,  II,  and  III 
PCMCIA  cards.  Yes, 
they  offer  monochrome, 
dual-scan  color,  or 
active-matrix  color  dis- 
plays. And,  yes,  the  price 
is  right. 

But  never  mind  all 
of  that. 


its  coverage. 


back  our  notebooks.  We 
get  them  back  to  you. 
Pronto. 

How  pronto?  From 
your  door  and  back  to 
your  door  in  as  little  as 
two  days.  That  goes  for 
hotel  doors,  motel  doors 
and  bed-and-breakfast 
doors  around  the  world. 
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Beyond  the  box. 


©  DIGITAL  EQUIPMENT  CORPORATION  1994.  The  DIGITAL  logo,  and  DEC  Passport  arc  trademarks,  and  Beyond  The  Box  is  a 
service  mark,  of  Digital  Equipment  Corporation  i486  and  the  Intel  Inside  logo  are  trademarks  of  Intel  Corporation.  Windows  and 
Paintbrush  are  registered  trademarks  of  Microsoft  Corporation,  Lotus  Organizer  is  a  trademark  of  Lotus  Development  Carp 


"Registration  required  DEC  Passport  service  can  be  obtained  tor  'I  more  years  by  making  one  payment  ol  $49  00 


Johnny  Miller  and  his 
Tuttle  Putter  Win  the 
1994  AKTat  lebble  Beach. 


Johnny  Miller  has  recently  been  telling 
everyone  who  sees  the  CaRaway  commercials 
on  TV  why  he  uses  our  Turtle  Putter  - 
"Because  I'm  making  a  lot  of  putts 
with  it"  He  says. 

And  that's  what  he  did  for 
the  four  days  of  superb  golf 
which  he  rAayed  in  winning  at 
Pebble  Beach.  Eor  72  Holes 
under  extreme  pressure,  Johnny 
Miller  did  not  three  putt  during 
the  final  round  and  only  three 
putted  twice  during  the  three 
previous  rounds. 

We  suggest  that  you  go  to  your  favorite  golf 
shop  soon  and  take  a  look  at  the  Turtle  Putter.  It's 
hollow  inside  -  thus  enabling  us  to  push  the  maxi- 
mum amount  of  weight  to  the  perimeter  of  this 
beautiful  mallet  style  putter.  Its  unique  multi-faceted 
sole  plate  gives  you  an  almost  unlimited  choice  of  hand 
positions  for  your  comfort  with  almost  any  he.  You'll 
make  a  lot  of  putts  with  it  -  like  Johnny  Miller  does. 

GOLF 

YOU  CAN'T  ARGUE  WITH  PHYSICS® 

2285  Rutherford  Road,  Carlsbad,  CA  92008 
(800)  228-2767 
In  California,  call  (6 1 9)  93 1  - 1 77 1 
In  Canada,  call  (604)  598-41 14 
Call  us.  We'll  tell  you  who  carries 
Callaway  golf  dubs  in  your  area. 

CaJlaway'.Turtlf"  ind  Tou  Cjn'l  A/gu(  Wi*  Physia*  ifi  tradtmlih  ol  Calbwaj  GoH  Company. 
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IT'S  EITHER  A  BM!< 
WHO  HEARD  ABOUT  T| 


It's  difficult  to  say  who's  more 
enthusiastic,  people  who  come  in 
to  see  the  525i  Sedan  or  those  who 
drive  away  in  one. 

Surely  though,  BMW  engineers 
have  not  only  created  an  affordable 
sports  sedan  with  enough  room  to 
accommodate  five  people,  but  with 
ample  spirit  for  any  driving  situation 
this  side  of  the  autobahn. 

The  free-revving,  2.5-liter  engine 
with  189  horsepower  will  whisk  you 

'Suggested  retail  price  for  the  base  model  1994  BMW  525i  Sedan  is  $34 
and  handling  charges,  taxes,  license  and  options.  ©1994  BMW  of  North 


through  traffic  effortlessly.  Prec 
fuel-injection,  variable  valve  tin 
and  chain-driven  camshafts  ths 
automatically  maintain  themseHcoi 
contribute  to  its  efficiency  and 
maintenance. 

Meantime,  handling  leaves 
little  to  the  imagination. 

An  ultra-rigid  chassis  provii 
the  ideal  platform  for  BMW's  n 
legendary  suspension  and  advam 
anti-lock  braking  systems.  All  o 


900.  Actual  price  will  depend  on  dealer.  Price  excludes  desti 
America,  Inc.  The  BMW  trademark  and  logo  are  registered. 
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!5i  OR  SOMEONE 
14,900  STICKER  PRICE. 

|ch  feed  road  information  back 
/ou  can  react  more  quickly. 
The  result  is  greater  awareness 
I  confidence  behind  the  wheel  at 
ry  turn,  stop,  bump  or  rough  spot 
le  road. 

Your  passengers,  of  course,  will 
!  just  as  comfortable  in  the  525i 
pu  feel  driving  it. 
I  Multi-zone  seats  use  the  latest 
lopedic  knowledge.  Ten  stereo 
akers  acoustically  surround  the 


cabin.  And  a  climate  control  system 
separately  adjusts  the  temperature 
of  both  right  and  left  sides. 

For  the  dealer  nearest  you,  call 
1-800-334-4BMW.  A  test-drive  in 
the  525i  Sedan  should  clear  up  any 
questions  you  might  have. 


THE  ULTIMATE  DRIVING  MACHINE.® 


Apple  Chief 
Michael  Spin- 
dler:  Combining 
the  two  kinds  of 
mut.  But  is  the  old 
magic  gone? 

mmm  82 


RIGHT: 

Probst  and  Gordon:  Nerf 
balls,  teenage  geniuses 
and  business  sense. 
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Apple's  Mr.  Pragmatism 

By  Julie  Pitta 

Can  Apple  Computer's  Michael  Spin- 
dler  keep  his  head  in  the  clouds  and 
his  feet  on  the  ground? 

The  Best  Job  In  The  World?  50 

By  Subrata  N.  Chakravarty 

The  videogame  business  is  littered 
with  wrecks,  but  Electronic  Arts  has 
established  a  leadership  position. 

The  Grab  Goes  On  58 

By  Peter  Brimelow 

Has  the  government's  share  of  the 
economy  stopped  growing?  If  you 
believe  that,  you  believe  in  fairy  tales. 

"El  Sur  Is  The  Promised  Land"  94 

By  Lisa  Gubernick  and  Joel  Millman 
Nafta  and  Mexico's  emergence  as  an 
economic  power  spell  good  news  for 
the  U.S.  entertainment  industry. 

No  Room  At  The  Inn  140 

By  Richard  Phalon 

SoGen  International  has  joined  the 
ranks  of  mutual  funds  that  refuse  to 
accept  new  investors.  Can  a  new  in- 
vestor still  get  a  piece  of  the  action? 
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Ralston  Purina 

By  Suzanne  Oliver 

In  shedding  cereal  and  ski  slopes, 
William  Stiritz  is  betting  investors  will 
look  more  kindly  on  Ralston  Purina's 
pet  food  and  battery  businesses. 


Cooper  Industries  48 

By  James  R.  Norman 

A  stumble  late  in  his  career  tarnished 
Bob  Cizik's  brilliant  record  at  Cooper 
Industries.  Can  he  recoup? 

Fleet  Financial  Group  49 

By  Dyan  Machan  and  James  Ketelsen 
Fleet  Financial  has  grown  into  a  $48 
billion  bank  holding  company.  Now 
it's  trying  to  control  its  payroll. 

Up  &  Comers: 

Telular  Corp.  62 

By  Gary  Samuels 

Apple's  John  Sculley  joined  the 
wrong  wireless  startup.  He  should 
have  checked  out  Telular  before  Dick 
Gerstner  got  there. 

Up  &  Comers: 

Piccadilly  Cafeterias,  Inc.  63 

By  William  M.  Stern 

Bean  counting  has  its  place  in  busi- 
ness, but  you  have  to  worry  about  the 
quality  of  the  beans,  too. 

Starting  Tour  Own  Business: 
Highgate  Products  66 

By  Lisa  Gubernick 

At  40,  Jonathan  Wayne  has  two  big 
successes  behind  him.  He's  itching  to 
try  something  else. 

El  Paso  Natural  Gas  Co.  71 

By  Christopher  Palmeri 

The  natural  gas  glut  in  California  is 
making  William  Wise  run  faster  just  to 
stay  in  place. 
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Morton  International,  Inc. 

By  Gary  Samuels 
Rivers  of  cash  flow  from  Morton  In 
ternational's  salt  business,  but  tr 
cash  creates  its  own  problems. 


HealthTrust,  Inc. 

By  Christopher  Palmeri 
Most  hospital  executives  manage 
their  hospitals  like  hotels.  Clayto 
McWhorter  thought  they  should  b 
run  like  retailers. 
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Lavender  Hill  Mob.  Not. 

By  Richard  C.  Morais 

Moviemakers  find  that  Hollywooc 
not  London,  has  the  British  disease 

Sullivan's  Travels 

By  Gale  Eisenstodt 

For  years  Americans  have  diligend 
tried  to  learn  the  secrets  of  Japanes 
manufacturing  success.  At  Isuzu  Mc 
tors  it's  Japan's  turn  to  learn. 

Saved  To  Death 

By  Gale  Eisenstodt 

Western  money  has  been  movin 
back  into  Japanese  stocks,  but  accord 
ing  to  Akio  Mikuni  the  economy  wil 
get  worse  before  it  gets  better. 
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Is  The  Bull  Market 
In  Bonds  Over? 

By  Robert  Lenzner 

The  curves  that  worry  President  Clin 
ton  today  have  nothing  to  do  with  thi 
curves  that  allegedly  obsessed  him  ii 
the  Troopergate  scandal. 
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(■aura  Saunders 

I  member  the  routine  about  the  fel- 
/  who  bankrupts  himself  appealing 
i2  parking  ticket?  His  counterpart  is 
i  chap  who  tries  to  squeeze  out 
ry  last  dollar  in  deductions. 

e  Funds: 

e  Garbage  Smells  Sweeter  138 

Mary  Beth  Graver 

jvironmental  stocks  have  spent 
lee  years  in  the  dumps.  That  makes 
f  funds  that  own  them  good  buys. 
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It  by  2000. 

The  Docket: 
!>sely  Watched  Votes  90 

[latt  Walsh 

Ever  underestimate  the  power  trial 
yers  have  over  state  legislatures. 
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lifornians  may  soon  be  swimming 
ow-level  radioactive  waste. 
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At  an 
early  age, 

man 
begins  to 

walk. 

As  he  learns  to  climb, 
he  comes  to  us. 


ewn  by  hand  from  the  world's  finest  fabrics.  Made  in  the  United  States.  For  store  locations,  call  i-800-551-5500,  ext.  <07.  ©  1994  Oxx/ord  Clothes,  h 


iUti 


MIES  IN  THIS  ISSUE 


Konami,  50 


Ledesma,  140 
Lehman  Brothers,  62 
Lenfest  Communications,  110 
Levi  Strauss,  110 
Lindner  Dividend,  140 
Lindt  &  Spriingli,  140 
Lotus  Development,  82 
Louie's  Backyard,  122 
LTC  Properties,  152 

mm  m 

Marietta,  19 
Marriott,  122 
Martin  Marietta,  32 
Matsushita,  82 
Mazda  Motor,  75 
MCA  (Matsushita),  110 
MCI  Communications,  62 
Media  Vision  Technology,  1 52 
Medio  Multimedia,  114 
Meditrust,  152 
Merchant/Ivory,  74 
Merrill  Lynch,  72,  145,  152 
Michaels,  66 
Microsoft,  82,  114 
Mikuni,  107 
Mobil,  152 

Morton  International,  98 
Motorola,  62,  82,  116 
Motors  Holdings,  140 
MTV  (Viacom),  110 
Music  Plus,  66 
Musicland,  66 
Mutual  Beacon  fund,  140 
Mutual  Qualified  fund,  140 


National  Geographic,  114 

National  Medical  Enterprises,  99 

Nationwide  Health  Properties,  152 

NatWcst  Securities,  152 

Neiman  Marcus  (Harcourt  General),  108 

New  York  Central,  155 

New  York  State  Electric  &  Gas,  132 

News  Corp,  94 

Newsweek,  108 

Nicholas  funds,  140 

Nintendo,  50,  66 

Northern  Telecom,  62 

Norwest,  152 

NYS  Energy  Research  &  Development 
Authority  bonds,  145 

SBKBt  O 

Offitbank,  44 
OHM,  138 
Oracle,  82 

Organizacion  Ramirez,  94 
OrNda  Health,  99 


Pacific  Enterprises,  71 
Pacific  Gas  &  Electric,  71 
Pan  Am,  122 

Paneth,  Haber  &  Zimmerman,  72 
Paramount  Communications,  110 
Pennsylvania  Mutual  fund,  140 


Pennsylvania  Power  &  Light,  132 
Pennsylvania  Railroad,  155 
People,  108 
Philip  Morris,  152 
Philips  Interactive  Media,  50 
Piccadilly  Cafeterias,  63 
■PictureTel,  1 16 
Pinewood  Studios,  74 
Playboy  Enterprises,  155 
Player  Club,  123 
PNC  Bank,  146 
PolyGram  (N.V.  Philips),  74 
T.  Rowe  Price,  136 
Principal/EGT,  63 
Professional  Tape  Reader,  148 
Putnam,  72 


Ralston  Purina,  46 

Random  House  (Advance  Publications),  114 
Ray  Ban  (Bausch  &  Lomb),  20 
Reebok,  20 

Revlon  (MacAndrews  &  Forbes),  20 
Rheinische  Fachhochschule,  82 
Rochester,  N.Y.  bonds,  145 
Rocker  Partners,  152 
Rose  Law  Firm,  14 
Royal  Dutch,  155 
Royce  Premier  fund,  140 


Safeco,  146 
Salomon,  44 
Sanifill,  138 
SCEcorp,  24 
Charles  Schwab,  152 
Scientific  American,  114 
Scudder,  72 

Sega  Enterprises,  50,  130 
Seiko,  20 

Shepperton  Studios,  74 

Simpson  Paper,  71 

Skv-Tel,  62 

C.G.  Smith,  140 

Societe  Generale,  140 

Software  Toolworks,  114 

SoGen  International,  140 

Sony,  50,  82,  94 

Sotheby's,  126 

Southwest  Airlines,  152 

Spectrum  Information  Technologies,  20,  62 

Sports  Show  Promotion,  20 

Standard  Oil,  122 

Standard  Oil  (New  Jersey),  155 

State  Farm  Insurance,  90 

Stockmarket  Cycles,  148 

Sucriere  de  Pithiviers,  140 

Sun  Microsystems,  82 

SunTrust  Banks,  152 

Suzuki  Motor,  75 


Tandem  Computers,  82 
TCI,  110 

Technologic  Partners,  82 
Televisa,  94 
Telular,  62 
Telular  Canada,  62 
Tenneco, 71 
TetraTech,  138 


Texaco,  155 
Thermedics,  138 
Thermo  Electron,  138 
Thiokol,  98 

Third  Avenue  Value  fund,  140 

TicketMaster,  94 

Time  Warner,  28,  66,  110 

TNT  (Turner  Broadcasting  System),  94 

Toshiba,  82 

Tower  Records,  66,  94 

3DO,  50 


U  S  West,  62 
U.S.  Surgical,  152 
UAL,  152 

UBS  Securities,  49,  152 
Underwood,  Neuhaus,  14 
Union  Carbide,  46 
Unisys,  82 

United  Parcel  Service,  108 
Universal  Health,  99 
University  of  Virginia  Press,  126 
Upjohn,  130 
USA  Waste,  138 


Value  Line  Investment  Survey,  148 
Vanguard,  44,  72,  140 
VF,24 

Video  Jukebox  Network,  110 
Vtel,  116 

B9H  w 

Wachovia,  152 
Wal-Mart  Stores,  46,  66 
Wall  Street  Journal,  62 
Washington  Post,  72 

West  Point-Pepperell  (Valley  Fashions),  20 
Williams,  71 

WMX  Technologies,  138 
WordPerfect,  82 
Wyman-Gordon,  48 


Xerox,  82 


Zwcig  Forecast,  148 


8 


Forbes  ■  March  28,  195 


BBBS  Editor 

JAMES  W.  MICHAELS 

MM   Managing  Editor 

LAWRENCE  MINARD 
tam   Executive  Editor 

WILLIAM  BALDWIN 

Assistant  Managing  Editors: 

Howard  Banks,  Jean  A.  Briggs, 

Subrata  N.  Chakravarty,  Stewart  Pinkerton 

Art  Director:  Everett  Halvorsen 

Senior  Editors:  Phyllis  Berman,  Peter  Brimelow, 

William  G  Flanagan,  Jerry  Flint,  Betty  Franklin,  Lisa  Gubernick, 

Thomas  Jaft'e,  Steve  Kichcn,  Robert  Lenzner,  Joshua  Levine, 

Dana  Wechsler  Linden,  Marlene  Mandcl,  Fleming  Meeks, 

James  R.  Norman,  Howard  Rudnitsky,  Laura  Saunders, 

Matthew  Schifrin,  Harold  Seneker,  Merrill  Vaughn,  Jason  Zweig 

Contributing  Editors:  Norm  Alster,  George  Gilder, 

Richard  C.  Morais,  Richard  Phalon, 

Dero  A.  Saunders,  Jeffrey  Young 

Associate  Editors:  Dolores  Aksel,  Christie  Brown, 

David  C.  Churbuck,  John  R.  Hayes,  Rita  Koselka, 

Dolores  A.  Lataniotis,  Seth  Lubove,  Dyan  Machan, 

Joel  Millman,  Suzanne  Oliver,  Philip  E.  Ross, 

Leslie  Spencer,  Katarzyna  Wandycz 

Staff  Writers:  Graham  Button,  Amy  Feldman, 

Carolvn  T.  Geer,  Man'  Beth  Grover,  Eric  S.  Hardy,  Nikhil 

Hutheesing,  Paul  Klebnikov,  Randall  Lane,  Bngid  McMenamin 

Reporters:  Alexandra  Alger,  Riva  Atlas,  Marc  E.  Babej, 

Kyle  T.  Blood,  Kate  Bohner,  Lisa  Bransten,  James  M.  Clash, 

Vicki  Contavespi,  David  S.  Fondiller,  Toddi  Gutner, 

William  Heuslein,  Stephen  S.  Johnson,  Robert  La  Franco, 

Philippe  Mao,  Sharon  Moshavi,Zina  Moukheiber,  Michael  Noer, 

Nancy  Rotenier,  Jarnes  Samuclson,  Lisa  Sanders, 

Michael  Schuman,  Maura  Smith,  Neil  Weinberg,  Frank  Wolfe 

Washington  Bureau:  Janet  Novack,  Cristina  von  Zeppelin 

West  Coast:  Damon  Darlin,  Manager; 

Julie  Pitta,  Nina  Munk,  Eliie  Winninghoff 

Midwest:  Gary  Samuels,  Manager; 

Marcia  Berss,  William  M.  Stern 

Southwest:  Christopher  Palmeri,  Manager; 

Toni  Mack,  R.  Lee  Sullivan 

Southeast:  Matt  Walsh,  Manager 

Europe:  Peter  Fuhrman,  Manager 

Pacific:  Andrew Tanzer,  Manager  (Hong  Kong); 

Gale  Eisenstodt,  Manager;  Kazumi  Miyazawa  (Tokyo) 

Columnists:  David  Dreman,  Kenneth  L.  Fisher, 

Joseph  R.  Garber,  Mark  Hulbert,  Michael  Novak, 

A.  Gary  Shilling,  Thomas  Sowell,  Ben  Weberman 
Art  Department:  Roger  Zapke,  Deputy  Art  Director; 
Ronda  Kass,  Robert  Mansfield,  Andrew  Christie, 
Associate  Art  Directors;  Alexandra  Gregson, 
Meredith  Nicholson,  Catherine  Bellanca,  Photo  Editors; 
Regina  Flanagan,  Picture  Research 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson,  Senior 
Editor;  Scott  DeCarlo,  Tina  Russo  McCarthy,  Steven  Ramos, 
Gilbert  Steedley,  Susan  Wong,  Associate  Editors;  Mitchel  Rand, 
Senior  Programmer;  John  Chamberlain,  John  Moschetto, 
Programmers;  Eileen  Henderson,  Gustavo  Lombo, 
Shlomo  Z.  Reifman,  Robert  Rosenstein,  Susan  Yu, 
Brian  Zajac,  Researchers 

Copy  Desk:  John  D'Antonio,  Deborah  Markson-Katz, 

Hugo  Moreno,  Gilda  Roberts,  James  Shaheen;  Karl  Shmavonian 

Proofreaders:  Arthur  Abramowitz,  Chief; 

David  J.  Fleischmann,  Deputy;  Susan  R.  Goldberg, 

James  Neu,  Aurora  Northland,  Eve  Sorel 

Director  of  Information  Services:  Anne  P.  Mintz 

Information  Center:  Cynthia  Crystal,  Clarita  Jones, 

Naomi  Prall,  Irene  Richards,  Linda  Sanson,  Velma  Van  Voris, 

Information  Specialists;  Luis  Collazo  Jr.,  Jaculine  Daniel, 

Michael  DeVonish,  Queenie  Flake,  Robert  Yacoub,  Staff 

Director  of  Manufacturing  and  Production:  John  J.  Romeo; 

Robert  M.  Rosengarten,  Edward  B.  Morgan,  Peter  I.  Pallans; 

Donald  Althoff,  Peter  Althofr',  Joseph  DeGray, 

Linda  Byron  Glucksman,  Amjad  N.  Qureshi 

Director  of  Photocomposition:  James  Cianelli; 

Mark  Decker,  Arthur  Petz  III,  Richard  Nobile, 

Bill  Basham;  Paul  Caruso,  Tom  Shatinsky 

Director  of  Editorial  Information:  Raymond  F.  Healey  Jr. 

BBS  FOUNDED  IN  1917 

B.  C.  FORBES,  Editor-in-Chief  ( 1917-1954) 
MALCOLM  S.  FORBES,  Editor-in-Chief  ( 1954-1990) 

BBS!  PAID  CIRCULATION 

OVER  765,000 

Printed  in  "U.S.A. 

10 


Cuomo  s  complaint 

Our  article  demonstrating  how  high  tax  rates  and  excess: 
regulation  destroy  jobs  (''Killing  the  goose,"  Jan.  31)  apparenj 
sent  New  York  Governor  Mario  Cuomo  into  a  tizzy.  In  additioni 
having  his  Director  of  Economic  Development  write  us  a  long  let 
(excerpted  on  page  132), 
Cuomo  decided  tO  place  an 
advertisement  in  this  issue. 

His  advertisement  ap- 
pears on  page  154.  You  will 
find  it  long  on  rhetoric  and 
short  on  facts,  but  it 
couldn't  be  otherwise  be- 
cause the  facts  are  against 
the  governor.  New  York 
State,  once  a  busy  work- 
shop, is  deindustrializing 
itself  with  high  taxes,  nig- 
gling fees  and  red  tape. 
Faced  with  global  competi- 
tion, more  and  more  busi- 
nesses can  no  longer  carry 
the  heavy  burdens  New 
York  and  California,  two  of 
the  worst  offenders,  im- 
pose. That's  what  the  arti- 
cle was  about. 

I  find  Cuomo's  angry  re- 
sponse a  bit  perplexing. 
This  intelligent  and  skilled 
politician  claims  to  be  a  tax- 
cutter  and  a  friend  of  busi- 
ness. If  Cuomo  truly  believes  what  he  says  then  he  should  welcod 
such  articles  as  "Killing  the  goose."  The  solid  numbers  contain^ 
therein  could  help  him  mobilize  public  opinion  against  the  excessij 
spending  and  high  taxes  he  says  he  opposes. 

"Killing  the  goose"  was  not  a  political  statement.  Nor  an  attack  | 
Forbes'  home  state.  It  was  a  consciousness-raising  effort,  emphasi 
ing  the  direct  link  between  high  taxes  and  job  losses,  between  hig 
government  spending  and  low  economic  growth.  That's  what  tl 
debate  should  be  about,  not  about  whether  or  not  we  insulted  Ne 
York  State.  Instead  of  denying  that  high  taxes  make  his  sta 
inhospitable  to  business,  Cuomo  could  adopt  the  thesis  for  his  owi 
He  would  find  useful  evidence  in  two  articles  in  this  issue:  Suzanr 
Oliver's  "Get  ready  for  the  pain"  on  page  45  and  Peter  Brimelow| 
"The  grab  goes  on"  on  page  58. 


New  York's  Mario  Cuomo 
Missed  opportunity? 


\S  Editor 
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Profiteers 

Here's  A  lesson  in  health  care  eco- 
nomics for  Hillary  Clinton. 

Our  lead  story  in  the  Dec.  1 1 , 1989 
issue  reported  that  a  loophole  in  the 
1986  Tax  Reform  Act  allowed  fast 
operators  to  skim  profits  from  nursing 
homes  and  retirement  centers.  The 
loophole  entitled  nonprofit  corpora- 
tions to  finance  acquisitions  with  gov- 
ernment-subsidized municipal 
bonds.  Easy  profits  came  from  charg- 
ing fees  for  arranging  the  deals,  selling 
properties  to  the  nonprofits  at  inflat- 
ed prices  or  signing  long-term  man- 
agement contracts. 
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First  Lady  Hillary  Clinton 
Profiting  at  taxpayers'  expense. 


One  case  in  point:  an  $86  million 
Iowa  bond  deal  that  financed  the 
purchase  of  41  nursing  homes  by  Care 
Initiatives  (formerly  Mercy  Health 
Initiatives),  a  nonprofit  controlled  by 
Texas  businessman  Bruce  Whitehead. 
Whitehead  bought  the  troubled  facil- 
ities for  only  $57  million.  Most  of  the 
rest  of  the  proceeds — over  23%  of  the 
issue — went  to  Whitehead  and  bond 
underwriter  Underwood,  Neuhaus. 

Another  beneficiary  of  the  fee  bo- 
nanza: die  First  Lady's  former  law  firm. 
The  Rose  Law  Firm  represented  die 
seller,  Beverly  Enterprises,  which  made 
a  $10  million  profit  on  the  deal,  and 
helped  orchestrate  similar  deals  set  to 
take  place  in  Arkansas,  Nebraska  and 
South  Dakota.  William  Kennedy  III 
(now  associate  counsel  to  die  President) 
was  the  partner  assigned  to  die  deal. 

Tilings  have  not  gone  well  since.  In 
September  1991  Union  County  Iowa 
Judge  Gene  L.  Needles  blasted  partic- 
ipants in  the  bond  offering  for  an 
"unconscionable"  debt  structure 
that  goes  mostly  to  paying  their  "'ex- 


cessive profits."  He  ordered  Care  hi) 
tiatives  to  begin  paying  property  tax 
on  its  facilities.  That  threatens  bol 
Care — which  has  been  losing  moi 
ey — and  thousands  of  bond  investo 
expecting  to  collect  nearly  10%  ta: 
free  over  the  next  few  decades. 

All  of  which  calls  to  mind  the  Fir 
Lady's  recent  condemnation  of  d 
health  care  industry's  "price  gougin; 
cost-shifting  and  unconscionab 
profiteering."  -Matthew  Schifri 

Aftershock 

Of  the  61  people  lolled  in  the  recei 
Los  Angeles  earthquake,  16  were  vie 
tims  of  the  collapse  of  the  NorthridjJ 
Meadows  apartment  building  ownej 
by  Shashikant  Jogani,  the  city's  larj 
est  residential  landlord.  Back  in  199 
we  reported  that  Jogani  and  his  win 
Renuta,  owned  about  $375  millioi 
worth  of  apartment  buildings  an 
about  $280  million  worth  of  morj 
gages.  We  said  he  was  better  pos: 
tioned  than  most  real  estate  entrepH 
neurs  to  survive  California's  propertj 
slump  (Forbes,  Nov.  12,  1990). 

Survive  he  did,  but  just  barely.  I 
the  recession,  Jogani's  holdings  fell  t 
4,500  units  from  6,500,  and  his  rem 
collapsed  25%.  Throughout,  Jogai 
retained  his  positive  cash  flow  by  carq 
ful  cost-cutting. 

Then  came  the  earthquake.  In  al 
Jogani  lost  210  units  and  has  had  t 
make  repairs  in  50  buildings.  Wors^ 
his  15%  vacancy  rate  (up  from  7%  u 
1990)  began  climbing  as  fearful  teri 
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Shashikant  Jogani's  L.A.  apartment  building 
Recession  survivor,  earthquake  victim. 


Forbes  ■  March  28,  199' 


(  Wick  Simmons,  CEO  Prudential  Securities  ) 


It's  my  job  to  set  the  tone  for  this  company. 


© 

That  starts  with  laying  it  on  the  line  inside  the  company  and  out.  We  call  that  straight  talk. 


e 

 ___________  _!  

Straight  talk  means  our  investors  hear  the  upside  and  downside  of  every  opportunity. 


It  also  means  facing  up  to  hard  issues-admitting  mistakes  and  fixing  them. 


Straight  talk  means  if  we  fall  short,  we'll  hear  about  it.  That's  good.  It  makes  us  do  better. 


O 

Straight  talk  is  more  than  words  at  the  end  of  an  ad.  It's  something  we  have  to  live  by. 

Prudential  Securities 


Prudential  Securities  today.  It  starts  with  straight  talk. 
To  speak  to  a  broker  call  800-654-5454. 


II 


Cost  >fk  c^pn 


What  if  you  ran  a  division  of  General  Motors  and  were  due  to  debut  an  important  flagship  model- 


wasn't  quite  ready?  Nothing  drastic  you  understand,  just  a  few  little  glitches  that  meant  not  every  car  ( 


off  the  line  was  just  right.  What  if  you'd  sworn  to  your  bosses  you'd  be  ready?  What  if  you  had  a 


JU  X  -fU-  fiM 


General  Motors 


customers  waiting  to  get  a  first  look?  What  would  you  do?  Here's  what  Chevrolet's  Jim  Perkins  and  his 
:  they  pulled  the  plug  on  the  introduction  and  said,  "When  we  know  we've  got  it  right,  we'll  bring  out  the 
t  night,  Jim  Perkins  did  what  people  who  do  the  right  thing  always  do.  He  got  a  good  night's  sleep. 


FREE  Special  Report 


1 


How  to  Protect  \burself 
From  the  New  War  on  the  Wealthy 

President  Clinton's  new  tax  initiatives  heavily 
penalize  the  "rich",  and  it's  going  to  get  worse. 
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Wealth 

Preservation 

Strategies 


Barry  Kaye 


That's  why  I  would  like  to  send  you  a  FREE 
copy  of  my  valuable  special  report:  12  Wealth 
Preservation  Strategies.  Discover  how  to 
reduce  your  estate  tax  cost  up  to  90%*...  how 
to  leverage  your  IRA,  pension  or  annuities  10- 
20  times.. and  how  to  make  your  key  invest- 
ments income  and  estate  tax  free. 


Barry  Kaye:  America's  #1  ex. 
on  estate  tax  cost  discounts. ..a 
of  Save  A  Fortune  On  Your 
Estate  Taxes  and  Die  Rich  an 
Tax  Fret. ..founder  and  Chaim 
of  Wealth  Creation  Centers SM 
Foremost  Estate  Tax  Cost  Diso 
Specialists. ..and  the  man  seen 
heard  by  millions  on  TV  show 
like  the  Today  Show  or  at  natic 
wide  financial  conferences 


If  your  estate  is  valued  at  $3  million  to  $250  million,  let 
me  issue  this  urgent  warning: 

You  are  about  to  see  the  greatest  attack  on  the  wealthy 
since  the  Roosevelt  era.  The  battlelines  have  been  drawn. 
Redistribution  of  the  wealth  is  the  political  rhetoric  in 
Washington  today.  The  rich  will  be  penalized  heavily  to 
"fund"  government  programs.  For  example... 

Attack  #1:  Federal  estate  taxes  will  swallow  up 
50%  or  more  of  your  net  worth. 

Federal  estate  taxes  will  continue  to  be  a  focus  for  new 
tax  revenues.  As  I  write  this  article,  various  trial  balloons 
are  being  raised,  including  reduction  of  the  Lifetime 
Unified  Credit  (your  $600,000  exemption),  a  possible 
increase  in  the  marginal  top  bracket,  and  other  devastating 
tax  plans. 

Today,  it's  a  FACT.  Your  estate  will  owe  Uncle  Sam  55% 
of  every  dollar  over  $3  million  (plus  $1,098,000  tax  on  the  ini- 
tial $3  million).  But  in  your  FREE  Special  Report,  I'll  reveal 
how  you  can  fight  back  and  use  powerful  and  often  over- 
looked estate  planning  strategies  to  save  millions  of  dollars. 

You'll  learn  how  to  reduce  your  estate  tax  cost  by  up  to 
90%*,  passing  on  nearly  two  times  more  money  to  your 
heirs — income  and  estate  tax  free. 

Attack  #2:  Your  IRA  &  retirement  accounts 
will  be  wiped  out. 

Don't  be  fooled  into  believing  your  retirement 
accounts  will  be  exempt.  A  $1,000,000  IRA  will  be  tragi- 
cally reduced  to  a  mere  $300,000  after  $350,000  in  income 
taxes  and  another  $350,000  in  estate  and  excise  taxes  after 
death.  That's  a  whopping  70%  loss! 

But  in  your  FREE  Special  Report,  you'll  discover  a 
powerful,  proven  way  to  leverage  your  IRA  10  to  20  times, 
turning  that  same  $300,000  into  $5  million,  income  and 

estate  tax  free. 


'  Discounted  lax  cost  based  on  current  assumptions,  older  requirements  and  a  lasl-lo-die  lite  insurance  policy 
©  Wealth  Creation  Centeis 


Attack  #3:  So-called  'lax-free"  investments 
will  be  devastated. 

You  probably  know  that  municipal  bonds  are  income 
tax  free.  But  what  you  may  not  know  is  they  are  not  estate 
tax  free.  In  your  report,  you'll  discover  exciting  muni  bone 
alternatives  that  will  make  that  money  income  and  estate 
tax  free. 

Arm  Yourself  Against  These  Costly  Tax  Hikes 

As  author  of  Save  A  Fortune  On  Your  Estate  Taxes  and 
as  Chairman  of  Wealth  Creation  Centers,  I've  seen  the  trag 
ic  consequences  of  the  government's  55%  estate  tax  bite.  I 
also  know  you  don't  have  to  stand  by  and  watch  taxes 
destroy  everything  you've  worked  a  lifetime  to  achieve. 

You  don't  have  to  be  a  casualty  of  the  politicians'  war 
on  the  wealthy.  Call  TOLL  FREE  or  write  for  your  FREE 
Special  Report  today! 
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CALL  TOLL  FREE  1-800-662-5433 
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Monday  -  Friday,  8:30  -  5:30  PST 

□  For  your  FREE,  No-Obligation  copy  of 
Barry  Kaye's  Special  Report:  12  Wealth 
Preservation  Strategies. 

□  For  a  FREE.  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 


Available  in  fine  bookstores  everywhere 

"Much  useful  advice  from  a  man  who  lias  so  much 
useful  advice  to  give. ' 

—Malcolm  S.  Forbes.  Jr.  President  &  Editor-in-Chief  Forbes  Magazine 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


1901  Avenue  of  the  Stars, 
Suite  500  Los  Angeles,  California  90067 
[-800-662-5433  310-277-9400  FAX  310-282-0775 
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nts  moved  out  of  the  hard-hit  San 
Icrnando  Valley. 

Jogani  wouldn't  be  interviewed, 
lut  in  a  statement  issued  to  Forbes, 
l.e  admitted  that  his  equity  vanished 
1  the  earthquake's  aftermath. 

-Damon  Darlin 

Swipe  that  soap 

Ve  made  a  smart  call  on  Marietta 
/Orp.  Marietta  makes  those  little  bot- 
es of  shampoo  and  tiny  bars  of  soap 
|0u  find  in  hotels.  Analysts  thought 
he  stock  (down  from  27  to  7  in  two 
pars)  was  due  for  a  rebound  after 
pief  Financial  Officer  Thomas  Blair 
(leaded  guilty  to  embezzling  over 
i 400,000  and  lying  to  the  Securities 
I  Exchange  Commission.  We 
■eren't  convinced. 


Our  concern:  The  U.S.  Attorney's 
ffice  didn't  believe  Blair  acted  alone 
id  was  continuing  its  investigation. 


fnd  Blair's  sentencing  had  been  post- 
pned  indefinitely,  presumably  be- 
kise  he  was  cooperating  with  prose - 
Itors.  Our  advice:  Forget  the  stock, 
the  safest  way  to  get  a  piece  of  Mari- 
|ta  was  to  swipe  its  products  from 
bur  hotel  room  (Nov.  23,  1992). 
i  Bingo.  Last  month  Marietta  Chief 
kecutive  John  Nadolski  was  indicted 
n  six  counts  of  securities  fraud,  in- 
Ixding  conspiring  with  Blair  to  over- 
bite Marietta's  sales,  profits  and  fixed 
pets.  Officially,  Nadolski  has  taken  a 
five  of  absence  while  he  defends 
piself.  Marietta's  board  voted 
lainst  granting  him  a  S5 5 3,000  bo- 
as that  came  due  just  two  days  be- 
ll re  the  indictment  and  it  has  refu  >ed 
j  cover  his  legal  fees,  pending  the 
ilsolution  of  his  trial. 

-Nina  Mi  fNK  ■■ 

tabes  ■  March  28,  1994 


A  WORLD 
FOR  THE 
WISE. 


If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
Fund,  you  might  buy  into  a 
technology  stock  in  Singa- 
pore. Or  a  medical  firm  in 
Germany.  Or  a  multinational 
company  based  in  Sydney. 
Or  a  world  of  other  exciting 
investment  opportunities 
that  helped  this  no-load 
fund  achieve  a  one -year 
average  annual  total  return 
of  28.41%.* 

If  you're  interested  in  an 
investment  that  has  the 
potential  to  really  take  you 
somewhere,  here's  a  chance 
to  put  your  money  to  work 


on  a  global  scale. 

Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
containing  more  complete 
information,  including  special 
risks  associated  with  foreign 
investing  such  as  currency 
fluctuations.  Please  read  the 
prospectus  carefully  before 
you  invest  or  send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH 
YOU  INVEST.  IT'S  HOW  SMART. 


JANUS 
WORLDWIDE  FUND 

Average  Annual  Total  Returns 
for  the  Period  Ended 
December  31,  1993 


ONE  YEAR  28.41% 
LIFE  OF  THE  FUND  23.38% 

From  inception  -  May  15,  1991 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  443 


*Figures  are  based  on  total  return,  including  reinvestment  of  dividends  and  capital  gains. 
Past  performance  does  not  guarantee  future  results.  Your  return  and  share  price  will 
vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 

Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 

YES  - '  wou'd  l'ke  to  know  more  about 

Janus  Worldwide  Fund!  send  to: 

_    .  •  Janus  Funds  _ 

■  iName„  po  Box  173375 

I    Address—  80217-3375 

■  City/State/Zip_  l^*25'89*3 
^^Janus  Funds  are  no-load  mutual  funds.  forb^^| 


Absentminded  skeptic 

John  Scullevs  1987  biography,  Od- 
yssey, included  an  essay  in  which  Sen  I 
ley  wrote:  "Technology  gives  you  a 
good  reason  not  to  take  anything  on 
faith.  Suddenly  there  is  so  much  infor- 
mation you  can  almost  effortlessly 
find  the  tacts  for  yourself.  You  can  test 


John  Sculley 

Should've  practiced  what  he  preached. 


your  ideas  and  explore  alternatives. 
Computing  offers  you  every  incentive 
to  become  skeptical.'" 

Now  Sculley's  in  court  claiming 
Spectrum  Information  Technologies 
executives  duped  him  into  joining  the 
troubled  company.  But  where  was 
Sculley's  trusted  PowerBook  when  he 
was  negotiating  his  ill-fated  deal  with 
Spectrum?  Couldn't  he  have  ordered 
a  copy  of  its  10-Q?  -Damon  Darlin 

Matchmaker  Leon? 

There  wasnt  much  surprise  in  the 
garment  trade  when  discount  jeans 
maker  Gitano  Group,  Inc.  filed  for 
bankruptcy  in  early  March.  The  sur- 
prise was  that  Gitano  would  be 
bought  for  $100  million  by  Chicago- 
based  Fruit  of  the  Loom,  Inc.  And 
who  has  a  big  stake  in  Fruit  of  the 
Loom?  Why,  none  other  than  junk 
bondster  Leon  Black  (Mar.  14). 

Black  was  the  man  who  helped 
bring  down  William  Farley,  whose 
Farley  Inc.  controls  Fruit  of  the 
Loom.  In  the  late  Eighties  Black 
structured  Farley's  highly  leveraged 
buyout  ofWest  Point-Pepperell.  Alas, 
Farley  Inc.  collapsed  into  bankruptcy 
under  the  weight  of  its  debt.  From  the 
\  reckage  Black  got  Farley  bonds  at  fat 


discounts.  Through  these  bonds,  his 
Apollo  Advisors  now  owns  an  8% 
voting  stake  in  Fruit  of  the  Loom. 

What's  the  deal  with  Gitano?  Black 
bought  into  it  recently  by  purchasing 
its  secured  bank  debt  at  prices  esti- 
mated under  40  cents  on  the  dollar. 
By  selling  out  to  Fruit  of  the  Loom, 
Gitano  will  probably  be  able  to  pay  off 
that  debt  at  77  cents  on  the  dollar. 
Leon  sure  knows  how  to  convert  junk 
into  gold.        -Matthew  Schifrin 

That's  entertainment 

A  FEW  MONTHS  AGO  ex-Chrysler  boss 
Lee  Iacocca  tested  a  new  interactive, 
in-flight  video  and  music  system  de- 
veloped by  GEC-Marconi  InFlight 
Systems.  Among  its  features:  72  mu- 
sic channels,  a  selection  of  12  movies 
in  three  languages,  videogames,  cata- 
log shopping,  duty-free  items  that  can 
be  ordered,  a  phone  and  a  fax. 

Iacocca  was  so  entertained  that  he's 
started  Iacocca  Capital  Group,  a  Bev- 
erly Hills-based  merchant  bank  that 
will  invest  in  entertainment,  gam- 
bling and  airline  industry  ventures. 
Running  the  show  for  Iacocca  are 
Michael  Klein,  a  former  Bear,  Stearns 
entertainment  analyst  whose  lather 
was  Eugene  Klein,  the  California  real 
estate  developer,  and  William  Elkus,  a 
onetime  money  manager  for  rich  fam- 
ilies. The  outfit  is  using  the  trading 
and  research  services  of  Jeffries  &:  Co., 
which  also  pumped  in  a  bit  of  capital. 

Though  Iacocca  won't  identify  his 
fellow  investors  other  than  Jeffries  or 
say  how  much  money  Iacocca  Capital 
is  running,  he  does  admit  four  or  five 
individuals  already  have  each  contrib- 
uted $25  million  to  $50  million  to  the 
initial  pool  of  capital.  Iacocca  hopes  to 
raise  $500  million.  "I  wanted  to  try 
something  new  and  have  some  fun," 
he  says.  -Vicki  Contavespi 


Nancy's  gold 


Olympic  silver  medalist  Nancy  Kerri- 
gan may  be  on  her  way  to  becoming 
the  first  figure  skater  to  crack  the 
Forbes  Super  40  list  of  the  highest- 
paid  athletes.  Her  deal  with  Walt  Dis- 
ney Co.  calls  for  a  made-for-TV  movie, 
commercials,  a  video,  a  children's 
book  and  theme  park  appearances. 
Her  estimated  $1  million  is  just  a 
down  payment,  with  back-end  profit- 


s- 
Nancy  Kerrigan 
Her  silver  medal  is  golden. 
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sharing  due  her  on  the  book,  \  icieoj  W 
and  international  film  rights.  Then 
are  also  fat  contracts  with  Revlon,  Ra 
Ban,  Campbell  Soup,  Seiko  and  Ree 
bok.  Also  watch  for  a  Nancy  doll 
Nancy  coloring  book  and  a  complete 
set  of  Nancy  collector's  cards.  An 
skipping  the  Ice  Capades  in  favor  d 
her  own  tour  this  fall  means  more) 
loot.  Forbes  figures  Kerrigan  wi| 
earn  at  least  $3  million  this  year.  Nol 
bad  for  an  amateur.  -Randall  LanB 


LCI 


Promotion  in  motion 

Freestyle  aerial  skiing,  known  foi 
its  daring  somersaults,  attracts  sora 
of  the  slopes'  biggest  hot  dogs.  Prom' 
inent  among  them  is  Andreas  ( Sonny 
Schonbachler,  winner  of  the  men'l 
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Andreas 
Schonbachler 
Flipping 
for  dollars. 


IGBai 


icPo! 
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Id  medal  in  this  event  at  this  year's 
ympics.  But  this  Zurich  native  has 

0  turned  acrobatic  skiing  into  a 
siness.  Schonbachler,  27,  runs 
orts  Show  Promotion,  grossing 
Hind  $500,000  last  year  by  staging 
fry  acrobatic  shows  at  outdoor  festi- 
Is.  Schonbachler's  leading  client  is 
morol,  made  by  the  Danish  chew- 

1  gum  maker  Dandy  A/s. 
"Doing  shows  makes  you  mentally 
ong,"  Schonbachler  says,  "because 
ople  scream  at  you,  you  never  know 
lat  the  announcer  is  going  to  say, 
u  have  to  get  ready  quick  and  do  a 

of  jumps  in  different  ways  than  in 
mpetition.  It  gives  you  a  lot  of 
nfidence."   -David  S.  Fondiller 


dort-circuit 

1988  Los  Angeles  held  a  design 
mpetition  for  an  electric  car.  Win- 
r  was  Clean  Air  Transport  AB  of 
jthenburg,  Sweden,  and  two  years 
zr  Los  Angeles  gave  Clean  Air  $7 
llion  to  build  the  car,  which  was 
?posed  to  go  into  production  by 
94.  Swedish  investors  chipped  in 
Jther  $7  million. 

Disaster.  In  January  the  Swedish 
tfit  filed  for  bankruptcy  without 
)ducing  a  single  car.  "We'll  be 
:k,"  vows  Clean  Air.  -Jerry  Flint 

)le  vault 

you  think  ipos  are  hot  here,  you 
|)uld  see  Warsaw.  Late  last  year  the 
lish  government  held  an  initial 
offering  of  shares  in  Bank 
a  commercial  bank  based  in 
The  shares  were  priced  at 
0,000  zlotys  each— $23— which 
jued  the  stock  at  2.5  times  1993 
fnings.  A  Dutch  bank,  Internation- 
Nederlanden  Croup  Bank,  bought 
hade  over  25%. 


blic 
ski, 
:sia. 


\11  hell  broke  loose  when  Slaski 
I 

ck  was  listed  on  the  Warsaw  ex- 
inge  in  late  January.  In  the  opening 
lutes  of  its  very  first  day  of  trading, 
ski  was  bid  up  1,300%,  to  6.5 
lion  zlotys,  or  $325.  It  has  since 
d  off  but  still  sells  for  around  $225 . 
Bank,  sitting  on  a  paper  profit  of  a 
f- billion  dollars,  is  praying  the  Pol- 
market  stays  hot.  It  has  pledged 
Polish  government  to  hold  on  to 
Slaski  shares  for  at  least  three  years. 

-Peter  Fuhrman  wm 


Tucked  in  the  heart  of  the  financial  district. 


Meetings  over  afternoon  tea. 


A  staff  that  knows  you  by  name. 


Call  1-800-233-1234  or  your  travel  planner. 


Refreshment 
for  the  mind. 

A  place  to  sharpen 
your  senses. 

The  tranquility 
of  the  perfect  setting. 


PARK 


SAN    FRANCISCO  ® 


Small.  Select.  Inspired. 


Hyall  Hotels  and  Resort 


iged  or  operated  by  two  separate  groups  of  companies-Hyatt  Corp.  and  Hyatt  International  Corp.  ©  1993  Hyatt  Corp 


T.  Rowe  Price  International  Stock  Fund— one  of  the  oldest  and  largest 
international  funds — can  be  an  ideal  way  to  diversify  your  IRA  portfolio. 
Potentially  stronger-performing  foreign  markets  could  help  increase 
your  long-term  returns — and  adding  these  holdings  could  help  reduce 
overall  portfolio  volatility  because  foreign  economies  follow  different 
cycles  than  the  U.S.  The  Fund  invests  in  stocks  of  established  foreign 
companies  and  broadly  diversifies  across  economies  and  currencies. 
Morningstar,  an  independent  publisher  of  mutual  fund  ratings,  awarded 
the  Fund  4  stars  (****)  for  its  overall  risk-adjusted  performance.* 
$1,000  IRA  minimum.  100%  no  load. 

Call  24  hours  for  a  free  IRA  Planning  Kit 

1-800-541-8467 


Invest  With  Confidence 

T.RoweFVice 


Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  I  1/30/93.  These  ratings  may  change 
monthly.  Ratings  are  calculated  from  the  fund's  3-,  5-,  and  10-year  average  annual  returns  with  appropriate  fee 
adjustments  and  a  risk  factor  that  reflects  Fund  performance  relative  to  3-month  Treasury  bill  monthly  returns.  Past 
performance  cannot  guarantee  future  results.  There  is  no  guarantee  that  the  Fund  will  achieve  its  objectives. 
International  investing  has  special  risks,  including  currency  fluctuations.  Request  a  prospectus  with  more  complete 
information,  including  management  fees  and  other  charges  and  expenses  Read  it  carefully  before  you  invest  or  send 
money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 
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Introducing 

Hyatt  BusinessPlan, 


In-room  fax       No  phone  access  charges       Printers  and  copiers     Express  breakfast       Work  Station 


For  business  travelers, 
there's  no  better  place  than  Hyatt  to 
get  down  to  business.  Because  Hyatf  s  new 
Business  Plan  equips  you  with  all  the  business 
tools  you  need  to  be  more  productive  on  the 
road.  Located  in  a  special  area  of  the  hotel, 
Hyatt  Business  Plan  has  everything  you  need 
right  in  your  room:  A  personal 
work  station  with  a  desk  phone 
and  no  access  charges*  a  data- 


*  No  phone  access  charges  for  800  tfs,  local  calls, 
and  credit  card  calls. 


H  Y/\T  T 


HOTELS  4  RESORTS 


port,  in-room  fax,  and  other 
key  business  essentials.  Plus,  24-hour 
access  to  photocopiers  and  printers.  And,  if 
that's  not  enough,  express  continental 
breakfast  and  morning  newspaper  are  also 
included.  So  come  to  Hyatt  and  discover  that 
our  idea  of  business  as  usual  is  really  unusual. 

Call  your  travel  planner  or 
Hyatt  at  1-800-233-1234  to  book 
Business  Plan  for  your  next  trip. 


HYATT.  WE'VE  THOUGHT  OF  EVERYTHING.51 


ntAUtnb  SAY 


Hyatt  introduces  improved  productivity 
in  the  following  locations: 

CALIFORNIA 
att  Regency  Alicante  (Anaheim)  •  Hyatt  Regency  Irvine 
Hyatt  Islandia  (San  Diego)  •  Hyatt  Regency  La/olla 
yatt  Regency  Long  Beach  •  Hyatt  Regency  Los  Angeles 
Hyatt  at  Los  Angeles  Airport  •  Hyatt  Newporter 
(Newport  Beach)  •  Hyatt  Rickeys  (Palo  Alto) 
lyatt  Regency  Sacramento  •  Hyatt  Regency  San  Diego 

Hyatt  Regency  San  Francisco  •  Hyatt  Regency 
San  Francisco  Airport  •  Grand  Hyatt  San  Francisco 
Hyatt  on  Sunset  •  Hyatt  Westlake  Plaza 
COLORADO 
Hyatt  Regency  Denver 
Hyatt  Regency  Tech  Center  (Denver) 
CONNECTICUT 
Hyatt  Regency  Greenwich 
DISTRICT  OF  COLUMBIA  AREA 
vatt  Dulles*  Hyatt  Fair  Lakes  •  Hyatt  Regency  Reston 
FLORIDA 
Hyatt  Regency  Coral  Gables  (Miami) 
Hvatt  Regency  Tampa  •  Hyatt  Regency  Westshore 
GEORGIA 

Hyatt  Regency  Atlanta  •  Hyatt  Regency  Savannah 
INDIANA 
Hyatt  Regency  Indianapolis 
ILLINOIS 

[yatt  Deerfield  •  Hvatt  Lisle  •  Hyatt  Regency  O'Hare 
KENTUCKY 
Hvatt  Regency  Lexington 
LOUISIANA 
Hyatt  Regency  New  Orleans 
MASSACHUSETTS 
Hyatt  Regency  Cambridge  •  Harborside  Hyatt 
Conference  Center  &  Hotel  (Boston) 
MINNESOTA 
Hyatt  Regency  Minneapolis 
NEW  [ERSEY 
ltt  Regency  New  Brunswick  •  Hyatt  Regency  Princeton 
NEW  MEXICO 
Hyatt  Regency  Albuquerque 
OHIO 

Hyatt  on  Capitol  Square  (Columbus) 
PENNSYLVANIA 
Hyatt  Regency  Pittsburgh 
TEXAS 

I    Hyatt  Regency  Austin  •  Hyatt  Regency  DFW 
Hyatt  Regency  Houston 
VIRGINIA 

iHyatt  Arlington  •  Hyatt  Dulles  •  Hyatt  Fair  Lakes 
Hyatt  Regency  Reston  •  Hyatt  Richmond 
WASHINGTON 
Hyatt  Regency  Bellevue 
WISCONSIN 
Hyatt  Regency  Milwaukee 

Available  after  March  15,  1994. 
ARIZONA 
Hyatt  Regency  Phoenix 
CALIFORNIA 
Hyatt  at  Fisherman's  Wharf  (San  Francisco) 
DISTRICT  OF  COLUMBIA  .AREA 
l/att  Regency  Crystal  City  •  Grand  Hyatt  Washington 
Hyatt  Regency  Washington 
FLORIDA 

I    Hyatt  Regency  Orlando  International  Airport 
Hyatt  Regency  Sarasota 
GEORGIA 

fyatt  Regency  Suites  Perimeter  Northwest  (Atlanta) 
ILLINOIS 

fyatt  Regency  Chicago  •  Hyatt  Regency  Oak  Brook 
Hyatt  on  Printers  Row  •  Hyatt  Regency  Woodfield 
KENTUCKY 
Hyatt  Regency  Louisville 
MARYLAND 
fyatt  Regency  Baltimore  •  Hyatt  Regency  Bethesda 
MICHIGAN 
Hyatt  Regency  Dearborn 
MISSOURI 
Hyatt  Regency  Crown  Center  (Kansas  City) 
Hyatt  Regency  St.  Louis 
NEW  [ERSEY 
Hyatt  Cherry  Hill 
NEW  YORK 
Hyatt  Regency  Buffalo  •  Grand  Hyatt  New  York 
Hyatt  Regency  Rochester 
NORTH  CAROLINA 
Hyatt  Charlotte 
OHIO 

Hyatt  Regency  Columbus 
Hyatt  Regency  Cincinnati 

SOUTH  CAROLINA 
Hyatt  Regency  Greenville 

TENNESSEE 
Hyatt  Regency  Knoxville 
TEXAS 

lyatt  Regency  Dallas  •  Hyatt  Regency  San  Antonio 
VANCOUVER,  CANADA 
Hyatt  Regency  Vancouver 

VIRGINIA 
Hyatt  Regency  Crystal  City 


Rudy  writes 

Sir:  Re  "Killing  the  goose"  (Jan.  31). 
As  the  mayor  of  New  York  City,  I  can 
certainly  understand  your  concern 
that  our  state's  (and  city's)  tax  struc- 
ture has  dampened  economic  growth. 
I  am  determined  to  trim  the  fat  out  of 
municipal  government.  In  New  York 
City,  one-sixth  of  our  work  force  is  on 
the  municipal  payroll — a  rate  twice 
that  of  Dallas  and  nearly  50%  more 
than  Chicago's.  By  the  end  of  our 
upcoming  fiscal  year,  I  will  have  re- 
duced the  municipal  work  force  by 
15,000  employees;  I  will  eliminate 
approximately  8,000  of  these  posi- 
tions by  the  end  of  the  current  fiscal 
year.  I  have  proposed  to  cut  a  number 
of  taxes  that  have  had  a  particularly 
detrimental  effect  on  our  economy. 
My  plan  to  rein  in  city  government 
will  also  consolidate  numerous  city 
agencies  providing  overlapping  ser- 
vices. New  York  City  [has]  a  host  of 
competitive  advantages,  including 
the  most  advanced  telecommunica- 
tions infrastructure  in  the  world,  un- 
paralleled financial  and  business  ser- 
vices and  an  entrepreneurial  spirit  that 
has  led  revolutions  in  industry  after 
industry.  Yet  these  features  have  also 
come  with  a  crippling  tax  burden. 
Your  readers  should  know  that  we 
understand  the  dimensions  of  the 
problem. 

-Rudolph  W.  Giuliani 
Mayor 

New  York,  N.Y. 

For  the  Cuomo  Administration's  re- 
sponse to  our  article  "Killing  the 
goose," please  turn  to  page  132. 

Canada's  not  the  U.S. 

Sir:  Re  "Ah,  Canada"  (Jan.  3).  The 
description  of  Canada  as  "innocent" 
implies  that  some  sort  of  growing  up 
is  in  order  and,  as  Canada  matures, 
more  social  conflict  is  inevitable.  This 
does  not  necessarily  follow.  Canada  is 
going  through  a  major  identity  crisis. 
However,  it  is  simplistic  and  mislead- 
ing to  view  Canada  as  merely  a  fledg- 
ling version  of  America. 
-Megumi  Nishikawa 
Toronto,  Ontario 


Another  knee  story 

SIR:  Re  "Skier's  knee"  (Feb.  14).  In 
the  1970s  ski  boots  were  fairly  low 
and  the  predominant  lower  extremity 
injury  was  a  fracture  of  the  tibia.  The 
ski  boot  of  the  1990s  is  very  high,  stiff 
and  has  built-in  forward  lean.  It  is 


Skiers  catching  big  air 
Go  big  or  go  home. 


similar  to  a  short  leg  cast.  The  ski  boot 
now  protects  the  tibia  but  transmits 
the  force  to  the  knee. 
-Bertram  Zarins,  M.D. 
Chief,  Sports  Medicine  Unit 
Massachusetts  General  Hospital 
Boston,  Mass. 

The  tax  factor 

Sir:  Re  "Have  we  reached  0%  infla- 
tion?" (What's  ahead  for  business, 
Feb.  28).  Economists  as  a  group  and 
the  financial  press  are  ignoring  a  most 
significant  component  of  the  average 
household's  annual  living  cost:  taxes. 
Falling  labor  costs,  stable  consumer 
prices  and  increased  manufacturing 
productivity  are  all  important  factors 
in  determining  the  cost  of  living,  but 
these  fiscal  positives  to  a  family's  fi- 
nances are  outgunned  by  the  ever 
increasing  governmental  thirst  for 
revenues. 

-John  M.  Sirianni 
Fau  Claire,  Wis. 

Multi-commitment 

Sir:  Forbes  states  that  [International 
Multifoods']  share  repurchase  pro- 
gram is  a  device  to  "prop  up"  share 
price  and  intimates  that  it  may  some- 
how be  related  to  my  purchase  of 
approximately  $1  million  in  options 
("Multidogs?"  Jan.  31).  That  is  pa- 
tently false.  My  purchase  of  these 
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MINIMIZE  THE 
IMPACT  OF  TAXES 


Our  Tax  Considerations  for  Investors  guide  helps  you 
investigate  ways  to  minimize  your  portfolio's  tax  burden. 

T.  Rowe  Price  has  prepared  this  guide  to  assist  you  in  identifying 
relevant  tax  issues  and  assessing  their  possible  effects  on  your 
investment  plans.  The  guide  analyzes  the  tax  implications  of 
investing  in  stocks,  bonds,  mutual  funds,  retirement  plans,  and 
annuities.  For  information  that  can  help  you  make  more  sensible 
investment  decisions,  request  a  free  copy  of  Tax  Considerations 
for  Investors. 


Call  24  hours  for  a  free  guide 

1-800-541-8469 


Invest  With  Cotifidenc 

T.RoweRice 


CM* 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Introducing 
Hat  Fee  leading: 

any  stock, 
any  amount  * 
any  price, 


Introducing  one  of  the  best  ideas  in 
investments  since  discounting.  National 
Discount  Brokers.  The  firm  founded  on 
the  belief  that  people  who  make  their  own 
investment  decisions  shouldn't  have  to 
overpay  to  execute  them. 

Instead  of  commissions  that  escalate 
with  the  price  of  a  stock  or  the  number  of 
shares  traded,  we  charge  one  flat  $30  fee 
for  ANY  NASDAQ  equity  transaction.  And 
the  same  $30  fee  for  up  to  5,000  shares 
of  any  listed  equity. *Listed  orders  in 
excess  of  5,000  shares  will  incur  an 
additional  one  cent  per  share  fee  on  the 
entire  order. 

Whether  you're  trading  5,000  shares  of 
IBM  or  25,000  Intel,  our  price  is 
guaranteed.  And  so  is  your  satisfaction.  If 
you  have  any  problems  with  our  service, 
tell  us.  And  your  $30  will  be  returned.  No 
hassles.  And  no  catches. 

So  call  for  your  new  account  kit  today. 
National  Discount  Brokers.  We've 
redefined  discounting. 


National  Discount 

B    R    O    K    E    R  S 

Discounting  RcflVfinnl 

1-800-4-1 -PRICE 


Member  NASli  .mil  sil'i 


New  York  *  Los  Angeles » Chicago  •  Dallas  .  W.Palm  Beach 

All  accounts  protected  up  lo  $10  million. 


options  was  a  personal  decision  anc 
reflects  my  strong  commitment  to  th< 
company.  While  there  are  a  number  o: 
strategic  issues  we  must  worl 
through,  Multifoods  managemem 
sees  inherent  long-term  value  in  ouj| 
businesses. 
-Anthony  Luiso 
Chairman  &  Chief  Executive 
International  Multifoods  Corp. 
Minneapolis,  Minn. 

Step  right  up 

Re  "We'll  make  you  scary"  (Feb.  14) 
Your  description  of  [Franklii 
Quest's]  Hyrum  Smith  as  a  "car nil] 
barker"  gives  the  impression  tha 
there  is  something  unprofessional  in 
chief  executive's  expression  of  enthu 
siasm  and  exuberance  in  his/hei 
product  or  service. 
-Stewart  F.  Hughes 
Provo,  Utah 

Difference  of  opinion 

Sir:  Re  "Mission's  mission"  (Dec 
1993).  You  stated  I  was  "fired."  Thi 
is  not  true.  [SCEcorp  Chairmai 
John]  Bryson  and  I  had  honest  diffeij 
ences  of  opinion.  I  was  offered  a 
executive  position  at  SCEcorp  or 
long-term  consulting  contract, 
chose  a  services  contract  and  am  cu| 
rently  under  contract  at  SCEcorp 
-James  S.  Pignatelli 
Whittier,  Calif. 

Virtual  accounting 

Sir:  Re  the  foolishness  of  booking  a| 
expense  for  stock  option  grants  ( FaJ 
&  Comment,  Jan.  31).  Most  of  tbl 
debate  on  this  subject  misses  the  el 
sential  point.  It's  lousy  accounting 
The  grant  of  a  stock  option  to  J 
employee  or  anybody  doesn't  belon] 
as  an  entry  on  the  company's  books, 
doesn't  create  an  asset  and  it  doesn 
create  a  liability.  And  any  attempt  t 
do  so  leads  to  "virtual  accounting 
One  of  these  days  we  will  give  serioi 
consideration  to  booking  an  expea 
to  the  P&L  when  the  public  share  prii 
declines.  But  bad  accounting  is  s 
bad  accounting. 
-Gerard  G.  Johnson 
Chief  Financial  Officer 
VF  Corp. 
Wyomissinjj,  Pa. 
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Actually,  we  re  a  bit  of  both. 


Our  core  telephone  operations  have  given  us  tank-like  strength  and  solid  revenues.  While  our  fast-track  perfor- 
uce  conies  from  expansion  into  high-growth  fields  such  as  cellular  and  information  services. 

Put  them  together  and  you've  got  a  real  vehicle  for  success.  Including  Forbes  500  ranking.  A  five-year  total 
ual  return  of  24%.  And  33  consecutive  years  of  annual  dividend  increases.  |  |W|H| 

VLLTKL  Cumulation.   re  information,  call  us      501   661-8(>(>()  Mr#iUlfcl 

CORPORATION 

LLTEL  Telephone  •  ALLTEL  Mobile  •  Systematics  •  IDs  I  lealthcare  Systems  •  <  lomputer  Power,  Inc.  •  VLLTEL  Supph  •  I  IW( :  •  ALLTEL  Publishing 


It  uses  sunlight  to  cool  you. 
Air  to  protect  you. 
And  its  always  thinking  of  you. 


The  Mazda  929 


In  a  category  of  automobile  where         the  929  also  offers  the  unflustered  performance  tha 


the  machine  so  often  selfishly  monopolizes  the  attention,  discerning  drivers  expect  from  a  fine  car.  The  engine 
there  is  one  luxury  sedan  that's  surprisingly  sensitive  to  with  193  horsepower,  is  generous.  And  the  suspension 


the  needs  of  its  driver.  §8  The  Mazda  929.  H  Thanks  to 
an  available  Solar  Powered  Ventilation  System  that  helps 
cool  the  cabin  while  it's  parked,  the  929  makes  you  feel 
welcome  from  the  moment  you  get  in.  M  Driver's-  and 
passenger's-side  air  bags  are  ready  to  help  protect  you  on 
the  road.  H  Why,  it  even  remembers  to  defog  the  windows 
when  you  turn  on  the  windshield  wipers.  M  Of  course, 


thoughtfully  adapts  to  cope  with  the  alternating  demands 
of  monotonous  interstate  or  treacherous,  serpentine 
back  roads.  SI  So  before  you  purchase  a  luxury  sedan,  wi 
urge  you  to  give  some  serious  thought  to  the  Mazda  929 
After  all,  it  would  do  the  same  for  you. 


It  Just  Feels  Right; 
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iftindtnd  features  include  a  24-hour  Roadside  Assistance  Program,  4-wheel  disc  braises  with  Anti-lock  Brake  Sjstem  (ABS).  3  OL.  DOHC,  24-vaWe  V6  engine,  automatic  climate  control,  pouer  moonroof  and  a  36-month 
50.000-mile,  no-deductible,  bumper-to-bumpcr"  limited  warranty.  See  dealer  for  limited-wa-ranty  details.  For  a  free  brochure  on  the  929  or  any  new  Mazda,  call  I-800-639-10Q0  ©  )994  Matda  Motor  of  America,  In 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  CLINTON  HEALTH  PLAN  MAY  BE  DEAD 


Berry's  World 
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TRANSLATION 


at  its  Frankensteinesque  spirit  still  lives.  Don't  be  misled 
/  all  the  palaver  over  the  rivalry  between  the  Clintons 
;id  Congressman  Jim  Cooper  (D-Tenn.).  The  Coo- 
ir  alternative  is  indeed  Clinton -Lite.  It  only  postpones 
•r  a  few  years  Washington's  ultimate  absorption  of 
ds  massive,  critical  piece  of  our  economy  and  our  lives. 
|  Cooper's  plan  has  de  facto  price  con- 
pis,  which — no  matter  how  construct- 
jl — invariably  destroy  innovation  and 
hgrade  the  quality  of  product  and  ser- 

e.  The  plan  uses  the  tax  code  to  force 
est  Americans  into  cheap,  assembly- 
le  health  plans,  where  cutting  corners 

contain  costs  will  matter  more  than 
lality.  It  decrees  that  companies  with 
wer  than  100  employees — over  90%  of 
nerican    businesses — must  register 

th  local  health  collectives.  Cooper 
so  constructs  a  Clintonesque  array  of 

ireaucracies  to  oversee  the  system. 

The  economic  consequences  are  hor- 
hdous  enough.  Largely  because  of  high 

yroll  taxes,  Europe  has  almost  twice  the  unemployment 

:  have.  It  has  had  no  net  new  private -sector  jobs  created 

ice  1970.  The  U.S.  depends  heavily  on  new  and  small 

DON'T  WRITE 

LAT  NASTY  SPY  scandal;  the  abrupt  intervention  in  Bosnia; 
:reased  meddling  in  neighboring  countries  that  were 
ce  part  of  the  Soviet  Union;  the  emasculation  of  Yel- 
n's  economic  reforms  and  reformers;  parliament's  irre- 
Dnsible  release  of  would-be  coupists;  and  last  Decem- 
r's  stunning  electoral  success  of  old-line  communists 
d  retrograde  nationalists  are  all  leading  U.S.  foreign- 
licy  makers  to  conclude  that  our  relations  with  Russia  are 
a  serious  downward  spiral.  Talk  of  partnership  is  out. 
lis  for  cutting  aid  and  adopting  a  more  wary  stance  are  in. 
Hold  on.  Russia  is  not  on  an  inevitable  road  to  the  late 
Lt  befell  pre-Hitler,  Weimar  Germany.  Despite  political 

Id  economic  turbulence  and  turmoil,  the  country  has 
en  experiencing  a  flowering  of  citizen  activities  and 
untary  organizations  that  are  the  backbone  ot  a  free 
:iety.  They  involve  religion,  charities— such  as  helping 

|t  spitals— music,  sports,  hobby  groups  and  activities  for 
ling  people,  not  to  mention  numerous  new  businesses. 
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businesses  for  most  of  its  job  creation  and  technological 
advances.  Yet  both  the  Clinton  and  Cooper  plans  would 
lead  to  a  horrific  number  of  small-company  bankruptcies 
and  erect  prohibitive  hurdles  for  would-be  startups. 

But  this  matter  goes  beyond  one-seventh  of  the  econo- 
my. It  literally  involves  Life  and  death  issues  for  all  of  us. 

Senator  Phil  Gramm  (R-Tex.)  and  a 
handful  of  others  have  tackled  most  short- 
comings of  our  system  by  introducing  a 
measure  offerin  portability  so  that  you 
don't  lose  insurance  if  you  lose  your  job; 
preventing  insurance  companies  from 
canceling  coverage  if  you  get  ill;  enabling 
people  to  get  coverage  through  a  high- 
risk  pool  even  if  they  have  pre-existing 
conditions;  and  granting  tax  credits  to 
those  who  can't  afford  insurance. 

But  such  a  practical,  sensible  ap- 
proach holds  little  attraction  for  much 
of  Washington,  which  thinks  govern- 
ment can  handle  health  issues  better 
than  individual  Americans  can.  It  is  also 
extraordinarily  arrogant  for  politicians  in  a  democracy  to 
tell  us  that  we  spend  too  much  on  health  care.  Who  are 
they  to  tell  us  how  we  should  spend  our  money? 

RUSSIA  OFF 

Russia  is  no  arcadia.  Corruption  is  rampant.  Local 
Mafias  prey  on  private  citizens  and  businesses.  But  Ameri- 
cans must  learn  to  treat  Russia  as  they  do  other  countries, 
to  distinguish  between  the  acts  of  government  and  the 
activities  of  citizens  in  nongovernment  organizations. 
They  are  no  longer  necessarily  one  and  the  same. 

The  best  antidote  to  the  ascension  of  some  mutant 
communism  or  xenophobic  nationalism  is  this  growth  of 
civil  society,  of  independent  institutions.  We  shouldn't 
hesitate  to  deal  with  Russians,  whether  for  business, 
educational  or  charitable  purposes. 

We  should  remember  that  World  War  I  destroyed  an 
already  weak  civil  society  in  Russia,  enabling  a  murderous 
band  of  ideological  fanatics  to  take  over  an  empire.  The  war 
also  seriously  undermined  civil  institutions  in  Germany, 
and  that,  combined  with  the  subsequent  hyperinflation  and 
the  Great  Depression,  made  possible  the  Nazi  takeover. 

The  Administration  should  recognize  that  its  most 
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constructive  act  would  be  to  give  Moscow  effective  advice 
on  how  to  stabilize  the  ruble.  Virulent  inflation  impover- 
ishes and  embitters  the  powerless  masses.  It  is  the  chief  ally 
of  extremists,  the  archenemy  of  democracy.  Unfortunate- 
ly, the  White  House  has  not  paid  sufficient  attention  to 
currency  reform  and,  when  it  has,  has  relied  on  bad  advice. 

To  demonstrate  there  is  more  to  our  relations  with  that 
part  of  the  world  than  Boris  Yeltsin,  Washington  should 


support  NATO  membership  for  the  Czech  Republ 
Slovakia,  Hungary  and  Poland  and  shore  up  economic  aj 
political  relations  with  Ukraine,  the  Baltic  states  and  otn 
parts  of  the  former  Soviet  Union.  With  independa 
sources  of  information — newspapers,  publications,  rad 
stations— under  pressure,  we  can  help  by  preserv  ing  Rad 
Liberty  and  the  National  Endowment  for  Democracy,  bo 
under  attack  by  shortsighted  isolationists  in  Congress. 


GOOD  NEWS  FROM  JERSEY  CITY 


Jersey  City  Mayor  Bret  Schundler  is  asking  the  state 
legislature  to  allow  him  to  implement  a  truly  innovative 
reform  of  his  city's  public  school  system. 

Only  40%  of  the  students  there  graduate  from  high 
school — and  a  good  number  are  functionally  illiterate, 
even  though  the  city  spends  almost 
$10,000  per  pupil.  The  Mayor  says 
that  the  principal  problem  is  that  the 
public  school  system  is  too  rigid,  too 
inflexible  to  adapt  itself  to  meet  the 
numerous  special  needs  of  individual 
children,  that  it  has  a  one-size-fits-all 
mentality.  This  is  especially  harmful 
given  the  often  terrible  backgrounds 
that  these  kids  come  from. 

The  state  provides  aid  of  about 
$5,300  per  pupil.  Schundler  wants 
parents  to  be  able  to  take  $2,500  of 
that  assistance  (phased  in  over  three 
years)  and  use  it,  if  they  so  choose,  to  pay  tuition  at  a 
nonpublic  school.  The  rest  of  the  money  would  stay  in 
the  public  school  budget.  The  virtues  of  this  approach: 

■  No  extra  taxes  are  needed  from  the  rest  of  the  state. 

■  The   public   schools  won't  suffer  a  massive  loss 


Schundler  with  family:  This  Republican 
won  minority  vote  advocating  school  choice 


of  funding  if  students  are  pulled  out. 
■  Parents  of  private  school  students  could  also  get  assl 
tance  without  increasing  the  city's  school  budget,  [era 
City's  parochial  schools,  for  example,  provide  a  first-ra 
education  for  around  $2,500  a  year  per  student. 

Schundler  feels  that  nonpun 
schools  can  better  gear  themselves  | 
meet  the  particular  problems  of  tfo 
students.  He  points  to  a  private  schcj 
for  welfare  mothers  that  has  in-hoij 
day  care  for  the  youngsters.  The  cij 
riculum  is  rigorous,  but  the  gradu 
tion  rate  reaches  up  to  80%.  The  schcj 
even  has  special  classes  for  batter) 
women.  With  this  kind  of  schcj 
choice,  thousands  of  the  city's  youd 
sters  would  get  the  education  need! 
to  become  productive  citizens. 
As  you'd  expect,  the  teachers'  u| 
ion  bitterly  opposes  Schundler's  approach  because  it  sa 
the  idea  as  a  threat  to  its  stranglehold  on  public  educatid 
But  the  New  Jersey  legislature  should  embrace  the  pla 
Its  success  would  lead  to  quick  emulation  by  other  urb 
areas.  The  children — and  the  rest  of  us — would  benefit 


PENNY- WISE  . . . 

Time  Warner  is  slashing  magazine  ex- 
penses. But  this  exercise  requires  good 
judgment.  In  its  Mar.  7  issue,  Fortune 
International  ran  an  ad  touting  the  com- 
pany's foreign  editions,  but  to  save  mon- 
ey, Fortune  ran  an  old  one.  Two  of  the 
highlighted  magazines — Fortune's  Italian 
and  French  editions — folded  several  years 
ago.  A  third,  a  Chinese  newsweekly,  was 
recently  sold. 

RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Second  Avenue  Kosher  Deli — 1 56  Second  Ave.,  at 
10th  St.  (Tel.:  677-0606).  One  of  Big  Apple's  best  delis. 
Sandwiches  overflow  with  deli  meats  and  Russian  dressing. 
Desserts,  scrumptious — chocolate  cake,  out  of  this  world. 
So  are  the  potato  pancakes  with  homemade  applesauce. 

•  Silverado— 99  East  19th  St.  (Tel.:  505-5500).  Cre- 
ative Tex/Mex  in  a  contemporary  Southwestern  setting. 
Try  blue  corn  fried  calamari  with  spiced  jicama;  roasted 
hall  chicken  with  jalapeno  cornbread  dressing,  topped 


with  mushroom  and  corn  relish;  grilled  lamb  chops  w  i 
white  bean  sesame  puree  and  tomatillo  cascabel  sauce. 

La  Goulue — 746  Madison  Ave.,  near  64th  St.  (Te 
988-8169).  Another  noisy  bistro.  There  are  better  repri 
sentatives  of  the  genre  around. 

•  Restaurant  Two  Two  Two— 222  West  79th  c 
(Tel.:  799-0400).  Delicious,  beautifully  presented  too 
Rack  of  lamb,  superb.  So  is  the  seared  peppered  tu; 
appetizer.  Negatives:  noise  and  long  waits.  I 
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You  will  receive  more  complete  information 
including  a  prospectus  for  the  G.T.  Global  Mutual 
Funds  discussing  charges,  expenses,  and  the 
risks  of  global  and  emerging  market 
investing.  Please  read  the  prospectus 
carefully  before  you  invest. 


*  A 

Clear  View 

of  the 
Pacific  Rim 


A  collage  of  satellite  photos  reveals  a  clear,  cloud-free  view  of  one  of  the 
most  dynamic  regions  in  the  global  economy:  the  Pacific  Rim. 

Emerging  and  Developed  Markets  G.T.  Global's  investment  professionals 
consider,  as  all  investors  should,  the  impact  of  currency  fluctuations  and 
economic  and  political  change  on  global  markets. 

In  the  Pacific  Rim  they  see  a  region  with  economies  at  all  points 
along  the  development  spectrum,  including  China,  the  world's 
largest  emerging  market,  and  rapidly  developing  Asian  markets 
like  Hong  Kong,  Singapore,  Malaysia,  South  Korea,  and  Thailand. 
Economic  and  political  reforms,  rising  affluence,  and  increasing 
trade  with  international  markets  are  all  fueling  growth  in  the 
Pacific  Rim. 

The  G.T.  Global  Advantage  We've  maintained  an  active 

presence  in  the  Pacific  Rim  for  more  than  20  years. 
Today  we  have  offices  in  Hong  Kong, 
Singapore,  Tokyo,  Sydney,  and  San 
Francisco  -  a  network  of  investment 
professionals  to  formulate  a  clear 
view  of  the  Pacific  Rim  and  assess 
investment  opportunities 
on  a  global  basis. 

If  you  are  considering  investing  in  the 
Pacific  Rim  -  or  anywhere  else  in  the 
world  -  consult  your  financial  advisor 
or  call  G.T.  Global. 

1-800-824-1580 

G.T.  Global  Financial 
Services,  Inc.,  Distributor 
50  California  Street,  27th  Floor 
San  Francisco,  CA  94111 


G.T.  GLOBAL 

When  you  invest  for  your  future, 
think  global... G.T.  Global. 


London 
I  long  Kong 


Singapore 
Tokyo 


Sydney 
San  Francisco 


ver  one  million  two  hundred 


thousand  rivets  were  used.  Is 


there  one  that  is  most  important? 


orking  in  unison  to  execute  a  well 


thought-out  plan.  Bringing  a  variety  of  com- 


ponents together  to  achieve  your  goal.  No 


one  element  is  more  important.  Except  may- 


be the  rivet  that  was  first.  The  beginning. 


Bank  of  America 


The  Golden  Gate  Bridge  photographed  by  Robert  Mizono 


Other  Comments 


False  Alarm 

Is  the  Russian  military  on  the  rise? 
No.  The  Red  Army  is  gone.  Russia 
has  approximately  a  quarter  the  num- 
ber of  people  in  uniform  as  did  the 
Soviet  Union  just  a  few  years  ago. 

Accounts  of  housing,  food  and 
heating  fuel  shortages  are  not  exag- 
gerations. This  winter  alone,  the 
Army  and  Navy  have  suffered  deaths 
from  starvation  and  exposure. 

No  serious  military  training  is  tak- 
ing place.  Most  units  are  engaged  in 
the  basic  task  of  getting  by. 

Only  a  quarter  to  half  of  Russian 
military  hardware  is  usable.  Spare 
parts  have  not  been  produced  in  a  year. 

Whatever  Russia's  intentions,  its 
political  and  economic  weaknesses 
make  any  hope  of  re-creating  its  cold 
war  military  pure  fantasy. 
-Stephen  M.  Meyer,  New  Republic 

Not  Making  the  Grade 

Since  1986  the  number  of  engineers 
graduating  each  year  in  the  U.S.  has 
dropped  by  some  19%,  or  almost 
15,000  fewer  engineering  graduates. 
And  while  the  U.S.  has  twice  the 
population  of  Japan,  we  graduate 
25%  fewer  engineers  than  Japan.  In 
this  country,  starting  salaries  of  engi- 
neers with  masters  degrees  are  sub- 
stantially lower  than  what  novice 
business  school  graduates  receive. 
Comparisons  with  medical  doctors, 


running  backs  and  rock  stars  do  not 
seem  even  to  warrant  the  effort. 

More  than  30  years  ago,  CP.  Snow 
was  appalled  at  the  lack  of  [the  pub- 
lic's]  technological  understanding. 
He'd  ask  an  individual  if  he  could  de- 
scribe the  Second  Law  of  Thermody- 
namics and  almost  always  got  a  nega- 
tive response.  "Yet,11  said  Snow,  "that 
is  the  scientific  equivalent  of  'Have 
you  read  a  work  of  Shakespeare's?1  11 
-Norman  R.  Augustine,  Chairman 
&  CEO,  Martin  Marietta  Corp.,  at 
the  University  of  Colorado/Engi- 
neering Centennial  Convocation 

Panned 

The  strongest  form  of  criticism  is  not 
returning  to  a  restaurant.  But  walking 
out  after  the  first  course  is  a  bit  more 
difficult  than  walking  out  of  a  theater 
after  the  first  act  of  a  play.  I  wonder 
what  gesture  by  a  restaurant  critic 
would  match  the  eloquence  of  a  the- 
ater critic  looking  at  his  watch  during  a 
performance  and  then  shaking  it. 
-George  Lang,  Travel  &  Leisure 

Upping  the  Ante 

Bad  word  of  mouth  travels  taster 
and  farther,  thanks  to  electronic  bul- 
letin boards,  says  the  Service  Edge 
newsletter  in  Minneapolis.  It  sug- 
gests businesses  may  have  to  rethink 
the  old  rule-of-thumb  that  contends 
an  unhappy  customer  will  tell  five  to 
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ten  people  about  bad  service  or  cxm 
riences  with  a  poor-quality  product 
-  Wall  Street  Journal 


Confession  alone  is  not  neces- 
sarily good  for  the  soul.  People 
become  writers  in  the  first 
place  by  [putting]  those  things 
that  hurt  you  into  art,  as  Yeats 
said.  Then  they  become  sepa- 
rated from  what  started  out  af- 
fecting them.  Journalism  forces 
you  to  look  at  the  world  so  you 
don't  get  cut  off. 
-Petk  Hamill,  author, 
New  York  Times 


Architecture  101 

"I  come  from  a  small  country  whet 
the  best  buildings  are  schools,"  ob 
served  Eatma  Cole,  a  woman  froi 
Tunisia  who  found  herself  serving 
head  of  the  parents  association  at 
New  York  City  public  school  last  fal 
"Here  the  best  buildings  are  jails." 
-David  C.  Anderson, 
New  York  Times  Magazine 

The  Last  Laugh 

The  writer  of  Abe  Lincoln  Lanribin, 
points  out  that  Lincoln  had  a  kee: 
sense  of  humor  which  he  used  to  hi 
advantage  in  court  while  a  young  law 
yer.  And  it  was  a  bit  on  the  risque  sidt 

Lincoln  was  defending  a  man.  1 
seemed  that  the  prosecutor  had 
conviction  nailed  down,  strongly  sup 
ported  with  a  list  of  undisputed  fact! 

Lincoln  said  to  the  jury:  "My  ei 
teemed  opponent's  statements  1 
mind  me  of  the  little  boy  who  ran 
his  father.  The  lad  said  that  Suzy  a 
the  hired  man  were  up  in  the  hayloft 
that  Suzy  had  her  dress  up  and  tri 
hired  man  had  lowered  his  trousers. 

"  'Pa!'  exclaimed  the  youngstei 
'they  are  getting  ready  to  pee  on  t 
hay!1  'Well,  son,'  replied  the  father 
'you've  got  the  facts  all  right,  but  hav 
reached  the  wrong  conclusion.1  '' 

Lincoln's  client  was  acquitted. 
-"Jab's  Gab," 
Benton  County  (Mo.)  Enterprise 
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Take  A  Close  Look  At  Most  Credit 


Cards,  And  You  11  See  How  Thi 


n 


They  Really  Are.  Take  a  close  look  at  Gold 


MasterCard*  on  the  other  hand,  and  you'll  see  that  no 


Gold  MasterCard 


L2  345b  18^0 

30         KB  2/»» 
RKV  NOVAK 


S6*l  card  is  more  accepted  on  the  planet.  You'll 


see  that  if  you  get  sick  in  Tokyo  (or  Topeka,  for  that 


matter),  the  MasterAssist 


you  find  a  doctor.  You'll 


line  of  at  least  $5,000.  And  a 


hologram.  Gold  MasterCard 


gold  card.  It's  smart  money! 


plan*  could  help 


also  see  a  credit 


really  neat  little 


}s  more  than  a 


*Masut Assist  Medical  Pmlation  Certain  «•»«,«.•«.  •77"V  °        MasterCard  International  Incorporated. 


Judging  by  today's  headlines,  you 


might  think  it's  an  advantage  to  be 


cold,  tough  and  unfeeling.  At  CIGNA, 


we  believe  the  opposite.  That  caring 


and  compassion  and  an  ability  to  look 


at  things  from  the  customer's  point  of 


view  can  go  a  long  way  in  helping  you  succeed.  Fact  is,  caring  is  what  drives  us  to  attend 
to  the  endless  details,  from  the  routine  to  the  innovative,  that  are  so  fundamental  to 
our  customers'  satisfaction.  In  retirement  planning,  it's  what  prompted  us  to  invest  in 
state-of-the-art  systems,  so  that  vital  information  can  flow  swiftly  between  us  and  our 
customers,  and  220,000  monthly  pension  checks  are  issued  on  time.  It's  what  moved  us 
to  develop  a  program  that  stresses  preventive  care  in  treating  asthma,  the  most  common 
cause  of  hospitalization  among  kids,  reducing  emergency  room  visits  by  as  much  as  30%. 
It's  what  compels  us  to  offer  programs  like  Life  Assist^  so  that  terminally  ill  people  can  draw 
upon  their  life  insurance  benefits  to  add  comfort  and  dignity  to  their  remaining  days.  Not 


everyone  does  business  this  way.  But  we've  found  that  the  more  we  care,  the  better  our 


business  does.  Is  our  emphasis  on  caring  unfair  to  our  competitors? 


Who  knows?  All  we  know  is,  it's  the  only  fair  way  to  treat  our  customers. 


Cigna 


A  Business  of  Caring. 

■althCare    ProDertv  &  Casuals     .  roup  insurance    Retirement  &  Investment      Reinsurance       Reinsurance      Individual    International  International 

y       Ufc.  Accident- Debility       Investment  Services      Management      Ufe  Accident- Health      ftc,)erty  IV  Casually      Insurance       Property  t,  Casualty      Life «.  employee  Bene, 


Since  1735  there  has  never  been  a  quartz  Blancpain  watch. 

And  there  never  will  be. 
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Tourbillon 

After  the  invention  of  the  tourbillon  in  1795, 
watchmakers  succeeded  in  offsetting  the 
effects  of  gravitation  and  hence  providing 
mechanical  watches  with  optimum 
precision 

Housed  in  a  small  mobile  cage,  the  balance 
and  escapement  make  one  rotation  per 
minute,  the  effect  of  which  is  to  cancel  out 
the  rate  variations 


Blanc  paiN 


TIME  PRODUCTS  INC  20  West  33rd  St..  New  York  10001  NY  USA 
Tel  (212)  594  33  22  Fax  (21 2)  594  78  66 

Catalogue  and  video  BLANCPAIN  SA  CH  1348  Le  Brassus.  Switzerland 
Tel  41-21  845  40  92  Fax 41  21  845  41  88 


Today,  Blancpain  has  perfected  and 
mfniatunzed  this  masterpiece  of 
watchmaking  art  and  created  the  first 
tourbillon  in  the  world  with  eight  days  power 
reserve 

This  particularly  sophisticated  piece  of 
horological  engineering  reflects  the 
virtuosity  and  innovative  spirit  of  Blancpain's 
enthusiastic  team  of  master  watchmakers, 
who  view  the  tourbillon  as  a  salute  to  the 
classic  art  of  watchmaking  they  so  ably 
perpetuate. 


Commentary 

>n  events  at  home  and  abroad 


Jy  Caspar  W.  Weinberger,  Chairman 


DAVOS— AND  RUSSIA 


as  not  paying 


Chernomyrdin:  Sing- 
ing an  old  socialist  tune? 


ussia-s  economic  plight  seems  more  desperate  than 
ver.  This  is  the  inevitable  conclusion  drawn  from  a 
ariety  of  sources  and  sessions  at  the  World  Economic 
Drum  in  Davos,  Switzerland,  which  Christopher  Forbes 
nd  I  attended  recently. 

Inflation  in  Russia  continues  at  around  20%  a  month. 
)esperate  measures  to  control  it,  such 
'orkers  in  state-run  enterprises 
)r  weeks  at  a  time,  have  been 
ied.  They  are  now  being  aban- 
Oned  in  favor  of  printing  more 
lbles,  which  is  in  turn  causing  the 
irrency  to  lose  more  purchasing 
alue  every  day.  Hyperinflation, 
mdering  the  ruble  completely 
ilueless,  seems  close  at  hand. 
Conditions  like  this  obviously 
ighten  away  desperately  needed 
weign  investment.  Mr.  Yeltsin's 
overnment,  paralyzed  by  the 
ection,  is  deeply  divided  over  the 
mdamental  question  of  whether 

continue  reform  policies  leading  to  a  free-market, 
rivate -enterprise  system  or  to  return  to  the  old  socialist 
olicies  of  price  controls,  unsound  currency  and  more 
id  more  state  intervention. 

Even  more  disturbing  was  Russian  Prime  Minister 
ictor  Chernomyrdin's  starding  admission  during  a  Da- 
3s  panel  discussion  chaired  by  Singapore's  former  Prime 
Iinister  Lee  Kuan  Yew.  Dr.  Marshall  Goldman,  associate 
rector  of  Harvard's  Russian  Research  Center,  asked 
hernomyrdin  about  a  report  that  the  Russian  Mafia  has 
loved  into  and  "controls  60%  to  70%  of  Russian  indus- 
y."  The  Prime  Minister  replied,  "It  is  true;  [though]  it 
ight  be  closer  to  60%  than  70%."  He  said  the  Mafia,  of 
hich  he  had  never  heard  two  years  ago,  now  controls 
lis  large  part  of  industry  by  the  same  methods  the  Italian 
afia  used  in  Italy  and  elsewhere.  Russia,  he  said,  was 
Ding — and  would  continue  to  do — everything  possible 
stamp  out  this  criminal  activity,  but  Chernomyrdin 
rfered  no  specifics  as  to  what  exactly  would  be  done. 
The  Prime  Minister  also  said  unequivocally  that  Russia 
ould  fight  to  control  inflation  and  would  continue  on 
le  path  to  reform.  But  he  made  it  clear  that  while  he 
:lcomes  American  and  other; '  "suggestions,  advice  and 


recommendations,"  his  government  would  take  care  of  all 
Russia's  problems  by  itself,  without  further  aid.  He  would 
welcome  Western  investment  but  not  Western  direction. 

Chernomyrdin  seems  virtually  alone  in  the  Russian 
cabinet  in  his  determination  to  continue  reform.  Others 
who  say  they  only  want  to  slow  down  the  pace  of  reform 
really  appear  to  want  increasing  reliance  on  the  old 
socialist  methods,  and  Viktor  Gerashchenko,  chairman  of 
Russia's  central  bank,  seems  more  adamantly  opposed  to 
free-market  reform  than  do  many  of  his  colleagues. 

Much  of  the  indecision  resembles  that  of  the  last  days 
of  the  Gorbachev  government;  Gorbachev  preached 
economic  reform  but  never  practiced  it.  Today  govern- 
ment fears  are  fueled  by  increasing  public  support  for 
Vladimir  Zhirinovsky  and  his  fanatical,  ultranationalist 
ideas.  Not  too  long  ago  Zhirinovsky  aligned  himself 
with  Serbia — the  only  European  country  to  welcome  a 
visit  from  him.  At  least  one  of  the  many  participants  in 
Davos  referred  to  Zhirinovsky  as  "Russia's  Ross  Perot." 

*  *  * 

The  World  Economic  Forum  is  a  large,  annual  gather- 
ing of  some  of  the  world's  leading  officials,  ex-officials, 
economists,  journalists  and  current  celebrities.  A  news 
conference  at  Davos  held  by  Israeli  Foreign  Minister 
Shimon  Peres  and  PLO  Chairman  Yasir  Arafat  has  been 
widely  chronicled,  but  there  were  literally  scores  of  other 
panels,  discussions,  speeches,  receptions  and  dinner  par- 
ties where  other  issues  were  considered. 

One  of  the  most  poignant  conversations  we  had  was 
with  President  Arpad  Goncz  of  Hungary.  He  and  his 
staff  were  diplomatically  correct  but  obviously  deeply 
dismayed  and  hurt  by  the  U.S.'  refusal  to  back  mem- 
bership in  NATO  for  their  country — as  well  as  for 

Poland,  the  Czech  Republic 
and  Slovakia. 

Davos'  visitors,  in  a  set- 
ting of  great  natural  splen- 
dor, reached  no  conclusions, 
but  the  Forum  again  gave  all 
participating  countries  the 
benefit  of  the  exchange  of 
views — among  a  veritable 
international  Who's  Who — 
on  some  of  the  most  impor- 
tant topics  of  our  times.  H 


Arafat  and  Peres:  Looking 
to  the  future. 
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E  ALREADY  DOING  FN 
THIS  JUST  LETS  YOU  111 


It's  Friday  again.  And  there  are 
still  things  on  your  plate  from 
Monday.  Seems  like  there's  more 
and  more  you  have  to  know  and 
always  a  bigger  range  of  jobs  you 
have  to  pull  together.  All  at  once. 

So  what  do  you  do? 

Well,  common  wisdom  has  a 
suggestion:  simplify. 

That's  where  the  Microsoft* 
Office  comes  in.  The  basic  idea 
here  is  a  diverse  group  of  first-rate 
computer  programs  that  are  so 
similar  to  use,  so  intelligently 
designed  and  so  neatly  interlinked, 
that  as  far  as  you  can  tell,  it's  all 
one  amazing  program.  That  does 
everything.  In  one  place. 

Simple  enough? 

It  means  you  can  stay  focused 


on  what  you  want  to  accomplish 
instead  of  hunting  for  ways  to  fit  all 
your  work  together  into  one  piece. 

Think  about  how  involved  it's 
been  up  till  now  to  send  a  person- 
alized letter  to  all  your  customers. 

Now  it's  a  cakewalk. 

First  you  write  your  letter  in 
Word,  our  intuitive  word  proces- 
sor. Like  all  programs  in  the 
Microsoft  Office,  it's  recognized  as 
the  very  best  of  its  kind. 

Say  you  want  to  highlight  some 
point  in  your  letter  with  a  chart  that 
shows  what's  up,  business-wise. 
You  can  skate  effortlessly  between 
programs  into  the  spreadsheet, 
Microsoft  Excel,  make  that  chart 
and  drop  it  back  into  Word. 

Nothing  to  it. 


Then  you  open  your  list  of  cii 
tomers  in  Microsoft  Access",  the 
database  program.  You  can  instar 
ly  merge  the  addresses  into  your 


File    Edit   View    Insert  Forma 
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David  Ibsen 
Ibsen  Sights  &  Sounds 
2747  Elrn  Court  #< 
Ft.  Wortb.TX  76102 


Dear  Mr.  Ibsen: 

Last  year  was  our  biggest  ever  for  syi 
are  utilizing  alternative  syn  thriven 
are  no  longer  the  whole  story. 


What's  Driving  The  Synthesizer? 


So  the  question  is,  are  you  making  thtj 
You  know  music  is  where  you  make  j 


mi 


nn 


It  doesn't  get  more 
automatic  than  this. 
The  word  processor  in 
the  Microsoft  Office 
lets  you  instantly  cre- 
ate all  kinds  of  great- 
looking  reports  and 
letters.  It  can  even  fix 
your  typos  just  as  fast 
as  you  make  them. 


'Microsoft  support  > 


;  however,  normal  telephone  company  charges  may  apply.  ©  1994  Microsoft  Corporati 
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T^Mrtreoft 


Our  spreadsheet  is 
the  easiest  way  to 
analyze  numbers  and' 
turn  them  into  com- 
pelling charts  and  J 
tables.  It's  so  insight- 
ful, it  actually  tracks  \ 
your  work  and  offers 
tips  on  how  to  do 
things  more  easily. 


.  All  righrs  reserved.  Microsoft  Office  Professional,  shown  here,  includes:  Microsoft  Excel,  Word,  the  PowerR 
Outside  the  U.S.  and  Canada,  call  your  local  Microsoft  subsidiary  or  (206)  936-8661.  Microsoft,  J 


FFERENT  THINGS  AT  ONCE. 
IEM  ALL  IN  ONE  PLACE. 


:er  and  print  out  personal  copies 
your  favorite  clients.  All  ten  or 

thousand  of  them. 

Work  this  good  calls  for  just  a 


ndow 

Help 

\u 
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Is53? 

Now  more  arid  more  musicians 
rd  rales,  while  still  dominant. 
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nd  instruments  myour  studio? 
your  options  are  getting  a  lot 


The  most  powerful 
and  flexible  way  to 
work  ii'itb  informa- 
tion is  right  here  in 
our  database.  So  , 
it's  simple  to  merge 
something  like  a 
mailing  list  directly 
into  your  letter. 
Automatically. 


little  showing  off.  So  you  simply 
move  into  PowerPoint,  the  presen- 
tation graphics  program,  and  turn 
your  thinking  into  some  persuasive 
slides  for  the  head  honcho. 

Won't  she  be  surprised. 

Along  the  way,  every  program 
has  been  following  your  work, 
making  everyday  tasks,  like  fixing 
common  typos,  automatic.  As  well 
as  guiding  you  through  complex 
jobs  so  they're  a  lot  easier.  All 
thanks  to  what  we  call  IntelliSense™ 
technology.  Nobody  else  has  built- 
in  assistance  that's  nearly  this 
friendly,  this  extensive,  or  this  smart. 

If  you've  got  any  questions  or 
want  extra  help,  call  us  for  the  most 
useful  product  support  around. 
And  the  Microsoft  Office  is  the 


Want  to  turn  it  all 
into  beautifully  effec- 
tive slides?  A  simple 
click  moves  your 
data  into  the  presen- 
tation graphics  pro- 
gram. And  it  helps 
you  organize  your 
thoughts,  design  lay: 
outs,  even  rehearse. 


only  product  of  its  kind  that  has 
unlimited  no-charge  support! 

In  fact,  you  can't  get  this  kind 
of  overall  smooth  sailing  anywhere 
but  the  Microsoft  Office.  So  make 
a  mental  note  to  do  one  more 
thing  today.  Give  us  a  ring  at  (800) 
370-8957,  Dept.  3D3,  and  we'll 
send  you  our  Office  info  kit.  Then 
ask  around  or,  better  yet,  drop 
by  your  nearest  computer  store  and 
check  it  out.  They'll  probably  let 
you  play  with  it  right  there. 

And  by  the  next  time  Friday 
rolls  around,  the  Microsoft  Office 
could  put  you,  and  all  the  things 
you're  doing,  in  a  much  better  place. 


McrosofLOffice 


'EL 


ion 


L  Microsoft  Access  database  management  system  and  a  Mail  workstation  license  (server  and  software  must  be  acquired  separately).  For  information  only:  In  the  SO  Umled  Slates,  call  <MK»  Wi-XW,  Dept.  tin.  In  Canada,  call  (SOD)  SW-9048. 
[  Windows  logo  ate  registered  trademarks  and  IntelliSense  and  Windows  are  trademarks  of  Microsoft  Corporation. 


Built  In  A 


A  car's  past  speaks  volumes  about  its 
future.  The  more  impressive  the  credentials,  the 
better  the  likelihood  it  will  perform  its  appointed 
tasks. 

Consider,  then,  the  cre- 
dentials of  the  Toyota  Camry. 

To  borrow  from  the 
language  of  resumes,  it 
comes  highly  recommended. 
Automobile  Magazine*  has  called  the  XLE  V6  "the 
best  car  built  in  America."** 

Built  in  America,  by  Americans.  In 


for  far  more  expensive  cars. 

Of  course  safety  on  the  job  is  para- 
mount. Which  is  why  a 
passenger-side  air  bag" 
has  been, added  for 
1994.  So  now  both 
driver  and  passenger  can 
feel  that  additional  measure  of 
security.  Naturally,  safety  creden- 
tials like  side-door  impact  beams  are  built  into 
every  Camry,  and  available  Anti-lock  Brakes  pro- 
vide enhanced  control  under  even  the  most 


Dual  Air  Bagsn 


If  \bu  Could  Interview  ^kbur  Car, 
What  Would  Its  Resume  Look  Like? 


Georgetown,  Kentucky,  to  be  more  precise. 

Others  have  offered  similar  kind  words. 
J.D.  Power  and  Associates  ranked  the  Camry  the 
best  model  in  initial  quality  in  its  price  class!  In 
fact,  Camry  has  ranked  among  the  Top  Ten  models 
in  initial  quality  for  the  last  four  years. 

As  for  on-the-job  performance, 
Camry  is  known  for  working  well  with 
others.  It  not  only  has  room  for  five 
adults,  its  interior  amenities  offer  a  level 
of  comfort  and  luxury  normally  reserved 


challenging  conditions. 

A  more  powerful  V6  engine  is  available, 
with  188  horsepower,  allowing  you  to  work  effort- 
lessly through  the  demands  of  highway  driving. 
Or,  should  you  choose,  simply  put  it  all  behind  you. 

May  we  suggest  you  pencil  in 
a  (est  drive  soon?  Call  1-800-GO- 
TOYOTA  for  a  brochure  and  loca- 
tion of  your  nearest  dealer. 

You'll  find  Camry  even 
more  impressive,  one  on  one. 


Rave  Reviews 


®  TOYOTA  Camry 

"I  love  what  you  do  for  me" 


Best  In  Its  Price  Class' 


•••jckle  Up!  Do  it  for  those  who  love  you.  ©1993  Toyota  Motor  Sales,  U.S.A.,  Inc. 'Automobile  Magazine,  September  1992.  "Most  Camrys  are  built  in  the  U  S  TPrice  class  claim  based  on 
'.  001  to  $22,000  average  median  transaction  price.  J  D  Power  and  Associates  1993  Initial  Quality  Study5"  Based  on  33,691  consumer  responses  indicating  owner-reported  problems 
firing  the  hrst  90  days  ol  ownership.  ttAlways  use  your  seatbelt.  Driver-  and  passenger  side  air  bags  are  a  Supplemental  Restraint  System  (SRS)  Shown  with  optional  equipment 
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Surprises  in  foreign  sales  of  U.S.  services 


When  Bill  Clinton  bashed  Japanese  Prime 
Minister  Morihiro  Hosokawa  with  the  U.S.' 
trade  deficit — $115  billion  overall  and  rising — 
last  month,  the  President  was  citing  our  merchan- 
dise trade  figures:  how  many  dollars'  wordi  of 
American-made  goods  we  sell  to  foreigners,  vs. 
the  value  of  foreign-made  goods  we  buy. 

But  people  buy  and  sell  services  as  well  as 
goods,  and  the  U.S.  economy  is  extremely  good 
at  producing  many  of  these  services  and  selling 
them  worldwide.  Last  year  the  U.S.  ran  a  $68 
billion  surplus  on  international  trade  in  ser- 
vices. Had  this  figure  been  deducted  by  the 
President  from  the  $115  billion  deficit  on 
merchandise  goods  trade,  the  U.S.  balance  of 
trade  deficit  would  have  been  a  much  less 
alarming  $48  billion. 

In  the  next  few  weeks,  die  Department  of 
Commerce  will  finally  begin  to  publish  promi- 
nently the  balance  of  trade  in  goods  and  ser- 
vices. It's  about  time.  The  statistics  have  been 
buried  in  the  national  accounts  for  over  30 
years.  Publishing  them  more  broadly  will  finally 
reflect  the  changes  under  way  in  the  U.S.  econ- 
omy, as  it  moves  from  producing  coal  and  steel  to 
producing  software  and  biotech  theories. 

The  new  statistics  will  be  broken  into  seven 
broad  categories,  showing  just  where  the  U.S.  is 
most  competitive,  internationally,  in  sendees. 

Travel  brings  the  largest  share  of  services' 
surplus,  at  over  $20  billion  (all  figures  at  an 
annual  rate).  There  are  two  explanations  here. 
The  U.S.  is  not  only  a  great  place  to  visit;  it's 


also  cheap  when  paid  for  in  Japanese  yen  or 
German  marks. 

Another  big  export  category  is  royalties  and 
license  fees  (including  rental  earnings  from  U.S. 
movies  and  television  shows),  which  bring  in 
around  $15  billion  a  year,  net.  Education  (pre- 
dominantly postgraduate  studies)  nets  $5.5 
billion,  financial  services  around  $2  billion.  Sur- 
prisingly, insurance  has  a  tiny  net  deficit. 

Professional  services  earns  a  net  surplus  of 
$9  billion.  The  biggest  contributors  here  are 
construction  and  civil  engineering  (close  to  $4 
billion  combined),  legal  (a  bit  over  $1  billion), 
and  medical  services  (around  $700  million). 

Not  all  service  sectors  run  surpluses.  The 
category  "military  sales" — mostly  transfers  of 
U.S.  equipment  to  allies  with  no  hope  that  the 
bill  will  ever  be  paid — runs  deficits  that  have 
varied  from  almost  $8  billion  in  1990  to 
around  $2.7  billion  in  1992. 

There's  also  a  surprisingly  large  deficit  in 
telecommunications  trade.  The  U.S.  dominates 
new  technology  in  this  sector,  yet  there  is  a  net 
annual  deficit  of  well  over  $3  billion,  and  it's 
increasing  (up  from  $2.6  billion  in  1989). 
Geographically,  close  to  half  of  this  telecom 
deficit  is  with  Latin  America. 

The  explanation?  Simple:  U.S.  telephone 
companies  are  being  ripped  off  by  high  charges 
for  carrying  U.S.  phone  calls  overseas  by  for- 
eign telephone  companies,  which  just  happen 
for  the  most  part  to  be  government- owned 
monopolies. 


Why  temporary  taxes  last  and  last 


The  Senate  recently  defeated  the  latest  call 
for  a  balanced  budget  amendment,  but  virtually 
all  of  the  states — from  New  York  and  Califor- 
nia to  Michigan — are  legally  required  to  balance 
their  budgets  every  year. 

Does  this  requirement  lead  to  more  disci- 
plined government  spending?  Not  necessarily, 
reports  John  Merrifield,  an  economist  at  the 
University  of  Texas,  San  Antonio.  More  likely  it 
seems  to  lead  to  higher  taxes.  According  to 
Merrifield's  research,  those  states  that  have  rig- 
idly applied  balanced  budget  requirements 
also  have  higher  tax  burdens  on  average  than 
states  where  the  rule  is  more  flexible. 

Merrifield  attributes  his  findings  to  what  he 
calls  "a  ratchet  effect."  What  happens,  he  says,  is 
that  in  periods  when  tax  revenues  tall  short  of 
expectations — in  a  recession,  say — politicians 
raise  taxes  rather  than  cut  spending  in  order  to 
balance  their  budgets. 

The  tax  increases  are  always  billed  as  "tem- 


porary," of  course,  but  Merrifield's  findings 
confirm  that  there's  nothing  quite  so  perma- 
nent as  a  temporary  tax:  When  states'  economies 
are  booming  and  tax  revenues  flow  more  free- 
ly, politicians  cut  taxes  to  a  lesser  extent  than 
they  raised  them  and  spend  the  difference  on 
vote-getting  pork. 

Merrifield  did  find,  however,  that  states 
with  tough  balanced  budget  laws  tend  to  have 
less  of  what  one  economist  has  called  the  "un- 
derground government" — that  murky  area  of 
off-budget  state  spending  through  mandates, 
government  loan  guarantees  and  government- 
funded  corporations.  Merrifield  figures  pols 
use  a  balanced  budget  requirement  as  an  excuse 
to  raise  taxes  and  put  the  programs  on  the 
books.  Concludes  Merrifield:  "The  balanced 
budget  amendment  allows  politicians  to  say 
that  they  would — of  course — rather  not  raise 
income  or  sales  taxes,  but  that  they  have  no 
choice  .  .  .  the  law  requires  it."  H 
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The  U.S.  is  squabbling  with  its  second-biggest  tradinj 
partner,  Japan,  about  opening  markets  to  U.S.  firms 
America's  $116  billion  trade  deficit  has  remained  at  higl 
levels  despite  rising  U.S.  exports.  Meanwhile,  the  U.S 
economy  is  gaining  ground.  With  a  gain  of  3.7%,  manu 
facturers'  new  orders  for  durable  goods  reached  $148  bil 
lion  in  January.  Despite  an  unemployment  rate  in  execs 
of  6%,  personal  income  grew  to  $3.2  trillion  (annualized 
in  January.  Net  of  inflation,  that's  a  5%  gain  from  the  yearl 
earlier  figure. 


H; 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 993' 

Ward's  Automotive 

17.7% 

Index  of  leading  indicators  Jan  vs  Dec 

Dept  of  Commerce 

0.3% 

Trade  balance  12  months  ended  Dec  1993 

Dept  of  Commerce 

-$116  bf 

Ail-commodity  producer  price  index  Dec  vs  Nov2 

Dept  of  Labor 

0.5% 

GDP  4th  quarter  vs  3rd — annualized  growth 

Dept  of  Commerce 

7.5% 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

2.3% 

'94 


1  U  S. -based  manufacturers,  excludes  imports,  as  of  2/28/94. 2  Wholesale  goods.  3  Includes  I 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


115 


Services    •   Total  index 


Inventories    •   New  orders 


165 


270 


115 


90 


106 


Industrial  production  index  (1987=100) 

seasonally  adjusted  (Federal  Reserve) 


400 


370 


340 


310 


65 


185 


175 


Consumer  price  indexes  (1982  84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


nli 
Jill  H, 

New  housing  starts  (thousands)  privately  own< 
unadjusted  (Dept  of  Commerce) 


Manufacturers'  new  orders  and  inventories 

(Sbiilions),  seasonally  adjusted  (Dept  of  Commerce) 


3300 


3100 


290C 


2700 


Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


795 


775 


755 


New  unemployment  claims  average  for  month 
■  (thousands),  seasonally  adjusted  (Dept  of  Labor) 


DJ   FMAMJ  JASONDJ 


735 


Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


DJ    FMAMJ  JASONDJ 


Consumer  installment  credit  ($bi 
seasonally  adjusted  (Federal  Reserve) 


DJ    FMAMJ  JASONDJ 
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Fairfax  County  has  more 
college  graduates  than: 


a.  Atlanta 

b.  Boston 

c.  San  Francisco 
d  Denver 

e.  Minneapolis 

f.  Seattle 

g.  All  of  the  above 


If  you  answered  "g,"  you're 
'etfy  astute  yourself. 
II  You're  also  keenly  aware  that 
succeed  in  the  21st  century, 
u're  going  to  need  the  most 
telligent  employees  you 
n  find.  Nowhere  in  America 
ill  you  find  more  of  them  than 
Fairfax  County,  Virginia. 
Of  our  800,000  residents, 
ore  than  20,000  are  doctoral 


scientists  and  engineers.  Fifty-five 
percent  of  the  adults  hold 
college  degrees.  Ninety-five 
percent  are  high  school  graduates. 
Further,  eighty  percent 
continue  to  upgrade  their  skills 
with  technical,  occupational  or 
post-graduate  study. 

Now  doesn't  a  location  this 
smart  deserve  an  examination? 

Right  you  are  again. 


For  more  information,  just  clip 
the  coupon  or  call. 

Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 

Name  

Title  

Company  

Address  

City  

Zip  


State 


Phone 


Fairfax  County  Economic  Development  Authority 
8)OC)  Boone  Bouiecard,  Suite  450,  I  ienna,  I  irgihia  22182 
Telephone  70)  790  0600,  Fax  70)  89)1269  fbs 
I  I 


airfax  County,  Virginia.  The  21st  Century  Is  Here. 


The  curves  that  President  Clinton  is  worried  about 
today  have  nothing  to  do  with  the  curves  that  allegedly 
obsessed  him  in  the  Troopergate  scandal. 

Is  the  bull  market 
in  bonds  over? 


By  Robert  Lenzner 


John  Lipsky, 
chief  economist, 
Salomon  Brothers 
Yields  are  going 
back  up. 


President  Clinton  is  learning  about 
yield  curv  es.  They  just  won't  do  what 
he'd  like  them  to  do.  His  Administra- 
tion was  hoping — nay,  praying — that 
long-term  interest  rates  might  go 
down  after  Federal  Reserve  Board 
Chairman  Alan  Greenspan  raised  the 
short-term  cost  of  money  on  Feb.  4. 
Instead  they  went  up. 

Why  should  higher  short-term  in- 
terest rates  produce  lower  long-term 
rates?  Easy.  Long-term  rates  are  ex- 
pected to  be  high  enough  to  compen- 
sate holders  for  the  toll  inflation  takes 
on  nominal  yield.  Thus,  when  the  Fed 
talks  tough  on  short-term  rates,  it  is 
supposed  to  be  a  signal  that  the  cen- 
tral bank  isn't  going  to  let  inflation 
get  out  of  hand.  If  things  go  right, 
such  a  signal  will  lead  to  a  flatter  yield 
curve,  because  while  short  rates  go 
up,  long  rates  will  go  down  and  the 
gap  between  them  will  narrow. 

But  th\*  time  the  markets  chose  to 
interpret  the  tightening  as  a  sign  that 


Rising  interest 
rates  rout  players 
in  the  global 
bond  market. 


the  Fed  smelled  inflation.  Thus  the 
yield  curve  (see  chart)  got  steeper — 
not  flatter,  as  the  Fed  and  the  White 
House  had  hoped.  As  of  early  March 
the  federal  funds  rate  was  3.25%  and 
the  yield  on  30-year  Treasury  bonds 
was  6.82%  (making  the  basis  point 
spread  about  360).  Last  October  the 
spread  was  only  270  basis  points. 

Given  that  inflation  is  only  about 
2.5%  right  now,  a  6.82%  long  bond 
rate  implies  an  awful  lot  of  pessimism 
about  the  future.  Holders  of  the  long 
bonds  have  to  be  compensated  not 
only  for  inflation  and  for  the  long- 
term  use  of  their  capital  but  also  for 
the  risk  that  inflation  will  get  really 
out  of  hand  sometime  between  now 
and  when  the  bond  is  redeemed.  This 
causes  acute  discomfort  in  the  White 
House,  which  banks  heavily  on  low 
long-term  rates  to  stimulate  housing 
and  capital  spending. 

So  Greenspan's  action,  far  from 
comforting  the  markets,  scared  the 


hell  out  of  them,  touching  off 
worldwide  selling  wave  in  fixed-in 
come  securities.  It  would  not  hav< 
been  unusual  for  long  and  short  rate 
to  rise  in  tandem — at  least  at  first 
What  was  unusual  this  time  was  thai 
long  rates  rose  more  than  short  rates 
Many  bondholders,  includinj 
speculator  Michael  Steinhardt,  tooki 
on  the  chin.  For  years  they  had  mint 
ed  money  off  the  decline  in  long-tern 
interest  rates.  They  profited  whe 
long  bond  prices  went  up  as  interes 
rates  went  down.  But  recently  specu 
lators  have  lost  hundreds  of  million 
of  dollars  as  the  prices  of  their  Ion 
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bond  positions  dropped. 

Why  did  a  rather  modest  move  b 
the  Fed  touch  off  a  near  panic?  Blam 
changes  in  the  structure  of  the  bom 
market,  suggests  interest  rate  pund 
Henry  Kaufman.  With  the  wide  use  c 
derivatives,  even  small  inflation  jittei 
get  quickly  and  massively  translate  Mid 
into  price  changes.  Everyone — deal 
ers  and  financial  institutions  alike- 
now  must  mark  their  positions  t 
market.  Every  position  has  been  sc 
curitized  and  is  traded  in  a  liqui  it 
market.  So  traders  might  as  well  se 
and  recognize  a  loss  when  it  occun 
And  markets  are  so  linked  interns 
tionally  that  a  price  change  in  on  merii 
triggers  a  price  change  in  another,  tractive 

But  critics  of  the  Fed  blame  Greer  (Mile 
span.  They  think  he  should  hav |oncv m 
pushed  the  short  rates  up  more  than 
comparatively  modest  0.25%.  Th< 
would  have  given  the  markets  an  un 
ambiguous  signal  that  the  Fed  m 
tough  on  inflation.  It  might  hav  ay  the- 
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roduced  a  flatter  yield  curve. 

What  now?  Some  traders  fear  the 
ield  curve  could  become  even  steep- 
jr  for  a  time — that  is,  long  rates  could 
[se  even  further — because  of  the  mar- 
Kt's  scare  about  surprisingly  fast  eco- 
lomic  growth. 

f  "The  yield  curve  could  steepen  fur- 
ner  on  stronger  economic  data  as 
avestors  anticipate  new  Fed  tighten- 
jg,"  says  John  Lipsky,  Salomon 
rothers'  chief  economist,  "[and]  the 
fade  dispute  with  Japan  adds  a  risk 
iremium  to  the  market.'" 
i  When  the  smoke  clears,  will  the 
eld  curve  oblige  the  White  House  by 
ecoming  flatter?  Ian  MacKinnon, 
■ead  of  Vanguard  Group's  fixed-in- 
pme  funds,  thinks  so.  He  expects 
kort-term  rates  to  rise  from  3.25%  to 
%  over  the  next  two  years,  with  long 
[tes  barely  inching  up.  "This  will 
jially  give  us  a  flattened  yield  curve, 
bcause  I  expect  the  long  end  to  rise 
pre  modestly,  say  another  25  basis 
Dints,"  says  MacKinnon.  If  he's 
^ht,  we  will  see  5%  Treasury  bills  and 
aybe  7%  Treasury  long  bonds. 

In  this  environment  Salomon's 
ipsky  recommends  holding  30-year 
reasurys  and  short-term  paper  such 
Treasury  bills.  "The  spread  be- 
/cen  the  intermediate  bond  and  the 
ng-term  bond  should  narrow  over 
e  next  six  to  nine  months  if  growth 
ioderates,  inflation  is  stable  and  the 
allar  is  stronger,"  says  Lipsky.  In 
pit,  Lipsky  thinks  the  bond  market 
rerreacted  to  the  Fed's  tightening 
ad  strong  economic  figures. 

If  Lipsky  and  MacKinnon  are  cor- 
ct  in  their  relatively  optimistic  views 

i  the  long-term  interest  rates,  there 
mid  also  be  a  buying  opportunity  in 
jS.  Treasurys. 

;An  even  better  buying  opportunity 
ky  lie  in  Europe  because  of  the 
icline  in  bond  prices  there  caused  by 
fc  hedge  hinds'  unraveling  their  po- 
■ions.  "When  Europe  disengages 
'i)m  the  U.S.  there  will  be  a  buying 
iportunity  in  European  and  Latin 
iinerican  bonds,  where  yields  look 

ractive,"  says  Morris  Offit,  co- 
lander of  Offitbank,  a  fixed-income 

3ney  manager. 

But  not  everyone  agrees  with  these 
|fey  predictions.  A  good  many  people 
jiinclude  that  the  long  bull  marker  in 
Minds  is  over.  Bill  Clinton  can  only 
l|iy  they  are  wrong.  ■ 


Medicare's  hospital  trust  fund  will  be  bust  by  2000. 
A  doubling— yes,  a  doubling— of  the  payroll  tax 
is  a  distinct  possibility. 

Get  ready 
for  the  pain 


By  Suzanne  Oliver 

Eliminating  the  earnings  cap  on 
Medicare  taxes  last  year  was  just  a 
start — a  token  slap  at  the  "rich."  Now 
get  ready  for  some  serious  tax  in- 
creases— perhaps  even  a  doubling  of 
the  Medicare  payroll  tax.  The  in- 
creases will  probably  come  in  Presi- 
dent Clinton's  second  term,  assuming 
he  has  one. 

The  inevitability  of  a  tax  increase 
can  be  read  in  the  income  and  balance 
sheets  for  the  Medicare  trust  fund. 
The  fund  has  $129  billion  on  hand, 
but  is  spending  money  at  a  $94  billion 
annual  rate  while  only  $84  billion  a 
year  flows  in. 

That's  bad  enough.  On  top  of  it, 
the  gap  between  income  (at  the  cur- 
rent tax  rate)  and  outgo  is  sure  to 
widen.  Retirees  are  living  longer  and 
spending  more  in  the  hospital  on 
doctors  and  medicines  and  tests. 


Here's  the  optimistic  assumption: 
The  trust  fund,  which  covers  hospital 
care  for  all  Americans  over  age  65,  will 
be  bust  by  2000.  If  Clinton  can  slow 
the  growth  of  Medicare  spending,  as 
he  claims,  the  fund  may  last  to  2002. 
In  the  worst  case,  the  trust  fund  goes 
empty  in  1998. 

Medicare  expenses  have  outpaced 
payroll  growth  ever  since  the  pro- 
gram's introduction  in  1965.  That 
can  only  mean  higher  tax  rates. 
Spending  by  Medicare's  hospital  in- 
surance fund  has  climbed  from  0.9% 
of  payroll  in  1967  to  3%  in  1992.  The 
Medicare  payroll  tax  is  now  2.9%  of 
employment  earnings  (divided  be- 
tween worker  and  employer).  To  cov- 
er the  hospital  fund's  estimated  costs, 
taxes  would  have  to  rise  to  4.3%  of 
payroll  by  2000  and  10%  by  2035, 
according  to  Medicare's  actuaries. 


|  Prognosis:  bust  in  2000 

Billions  of  1993  dollars  (ratio  scale)  Hospital  fund  balance  (billions  of  current  dollars) 
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'Including  program  overhead.  2At  current  rates;  includes  transfers  from  railroad  retirement. 

Sources-  1993  Annual  Report  of  the  Board  of  Trustees  of  the  Federal  Hospital  Insurance  Trust  Fund;  1993  OASDI  Trustees  Report 

The  gap  gets  wider:  Hospital  expenditures 
are  climbing  much  faster  than  U.S.  payrolls. 
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Medicare 


Now  you  see  the  symbolism  in 
raising  Medicare  taxes  for  the  afflu- 
ent. It  is  supposed  to  make  the  rest  of 
the  population  feel  better  when  it 
takes  a  huge  hit  a  few  years  down 
the  road. 

The  last  two  Medicare  tax  increases 
occurred  in  1991  and  1993.  In  the 
first,  the  cap  on  earnings  subject  to 
the  tax  was  raised  from  $51,300  to 
$125,000  (and  thence  to  $135,000 
with  inflation  adjustments).  In  the 
latter,  the  cap  was  eliminated.  The 
1993  tax  hike  brings  in  only  $6  billion 
a  year,  because  so  few  workers  earn 
over  $135,000.  That  kind  of  money 
doesn't  make  much  of  a  dent  in  a 
program  that  paid  out  $94  billion  in 
benefits  in  1993. 

Can  Clinton  slow  spending 
growth?  That  would  take  some  doing, 
since  he  aims  to  expand,  not  contract, 
health  insurance  benefits  for  old  peo- 
ple. More  precisely:  Hillary  Clinton 
proposes  to  add  prescription  drugs  to 
Medicare's  optional  outpatient  pro- 
gram. The  outpatient  program  is  os- 
tensibly separate  from  the  hospital 
trust  fund,  but  note  that  this  pro- 
gram, once  50%  covered  by  retiree 
premiums,  is  now  73%  paid  for  by  the 
U.S.  Treasury.  We're  talking  about 
really  big  money  here.  Program  costs 
are  expected  to  triple  to  $159  billion 
by  2001,  even  without  Hillary's 
prescriptions. 

Here's  another  ominous  statistic. 
Although  25%  of  workers  have  joined 
health  maintenance  organizations  in 
search  of  lower  costs,  only  5%  of 
Medicare  recipients  have  joined  such 
networks.  Medicare  recipients  still 
choose  their  doctors  and  treatments, 
though  the  number  of  health  care 
providers  who  will  accept  Medicare 
payments  will  presumably  go  down 
if  the  Clintons  succeed  in  cutting 
reimbursements. 

Right  now  there  are  four  workers 
supporting  each  retiree.  By  2050  just 
two  workers  will  pay  the  medical  ex- 
penses of  each  retiree.  If  a  10%  payroll 
tax  becomes  politically  insupportable, 
count  on  boosts  in  general  income 
taxes  to  pay  for  medicine. 

There's  not  much  you  can  do  about 
any  of  this,  but  here's  one  little  tax  tip: 
Be  wary  of  various  income  deferral 
schemes  predicated  on  the  notion 
that  you  will  be  in  a  lower  tax  bracket 
at  retirement.  Quite  the  contrary.  B 
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In  shedding  cereal  and  ski  slopes,  William  Stiritz 
is  betting  investors  will  look  more  kindly  on  Ralston 
Purina's  petfood  and  battery  businesses. 

Out  of  the 
doghouse? 


By  Suzanne  Oliver 

In  his  St.  Louis  office,  Ralston  Purina 
Co.  Chairman  William  Stiritz  has  a 
wooden  sculpture  of  a  precariously 
balanced  tightrope  walker.  It  is  an  apt 
symbol  of  Stiritz 's  position  as  the 
chief  executive  of  a  big  company  with 
a  rotten  recent  record. 

Profits  at  the  world's  biggest  maker 
of  dry  pet  food  and  batteries  have 
fallen  for  three  consecutive  years,  Ral- 
ston stock  has  been  in  a  tailspin,  and 
Stiritz  has  come  under  fire  for  his  $1 .4 
million  compensation.  Yet  these  days 
Stiritz,  59,  is  convinced  he  isn't  going 
to  topple  from  his  high  wire.  "[There 
will  be  a  realization  that]  'Hell,  this 
thing  is  not  going  through  the 
floor,'  "  he  says  confidently.  He  has 
put  his  own  money  behind  that  bet, 
convinced  his  current  reorganization 
will  make  his  $8  billion  (revenues) 
company  more  attractive  to  investors. 

As  a  measure  of  his  confidence, 
Stiritz  has  come  out  of  hiding,  giving 
Forbes  his  first  interview  since  1985. 
This  is  quite  a  bold  step.  The  reclusive 
Stiritz  is  extremely  sensitive  to  criti- 
cism, seemingly  remembering  and 
trying  to  rebut  every  negative  com- 
ment ever  made  about  him.  Elliptical 
in  speech  and  rarely  speaking  in  the 
first  person,  he  seems  wary,  almost 
defensive,  discussing  his  strategy. 

Well  he  might  be,  because  Stiritz's 
bold  plans  fizzled  out  once  before. 
Becoming  chief  executive  in  1981,  he 
discarded  a  raft  of  ragtag  businesses 
from  mushroom  farming  to  Jack  in 
the  Box  restaurants  and  formula  ani- 
mal feeds.  He  replaced  them  with 
Continental  Baking,  Eveready  Bat- 
tery and  Beech-Nut  baby  foods. 

He  thus  committed  the  company 
to  the  brand-name  business,  figuring 


that  was  where  the  growth  and  th 
profits  were.  Like  Ralston's  pet  foo 
operations,  these  mundane  busines: 
es  required  little  investment  and  pre 
duced  lots  of  cash.  With  that  cas 
Stiritz  repurchased  Ralston  Purin 
stock.  Between  1982  and  1991  Stirri 
spent  almost  $3  billion  repurchasin 
nearly  half  of  Ralston's  outstandin 
shares.  Everything  worked  beautifu 
ly.  Ralston  shares  climbed  from  $5  t 
$60,  making  Stiritz  rich,  with  $4  ft 
million  of  Ralston  Purina  stock,  ofc 
tained  mostly  by  exercising  options 

Suddenly  the  picture  changec 
Brand  names  came  to  be  perceived  s 
dying,  grocery  products  fell  out 
favor,  and  Ralston's  earnings  froi 
continuing  operations  fell  14%  over! 
three -year  period.  A  stock  that  so 
for  21  times  earnings  in  1987  sank  t 
13  times  earnings  last  year. 

Purina  pet  foods  were  losing  wel 
heeled  consumers  to  Science  Diet  an 
lams,  superpremium  products  sold 
veterinary  clinics  and  pet  shops.  Prl 
vate-label  competitors  at  grocei 
stores  were  forcing  Ralston  to  off 
discounts  on  its  pet  foods  and  bakei 
products,  including  Wonder  Brea 
and  Hostess  Twinkies. 

All  right,  Stiritz  would  change  tl 
company  again.  Reviewing  his  portft 
lio  of  businesses,  Stiritz  found  one  tl 
stock  market  liked  more  than  h 
struggling  grocery  products — batte 
ies.  The  stock  of  Duracell,  Eveready 
principal  competitor,  sells  at  a  mult 
pie  of  25  times  expected  1994  eari 
ings,  almost  twice  that  of  Ralstx 
Purina  shares. 

It  was  clear  that,  by  the  same  toke 
some  of  the  other  businesses  we 
dragging  down  Ralston's  multipl 
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Continental  Baking,  for  example.  He 
ttad  purchased  the  company  in  1984 
br  roughly  $500  million  in  cash  and 
lebt,  and  it  had  returned  $1.1  billion 
h  operating  profits  through  1993. 
put  Continental  was  a  dwindling  as- 
let.  Operating  earnings  at  the  heavily 
Inionized  company  had  fallen  from 
Ll61  million  in  1990  to  $86  million 
h  1993.  Last  July  8tiritz  distributed 
|5%  of  Continental  to  shareholders, 
fetaining  a  45%  equity  stake, 
f  This  spring  Stiritz  will  spin  oft"  a  lot 
if  his  grocer}'  products.  Among  those 
f.ated  to  go:  Ralston  cereals,  maker  of 
fchex  and  private-label  cereals;  cook- 
Is  and  crackers;  and  Beech-Nut  baby 
pod.  While  profitable,  earning  $85 
million  on  $903  million  in  revenues 
Ist  year,  they  lack  the  market  pizzazz 
if  Eveready  batteries. 
:  All  in  all,  Stiritz  plans  shucking  off 
3  billion  in  revenues,  scaling  Ralston 
town  to  a  $5  billion  company.  It  will 
le  quite  tightly  focused,  Eveready 
pntributing  $2  billion  and  pet  food 
(1.7  billion,  with  the  balance  in  agri- 
ultural  products  for  food  processors 
nd  the  international  feed  business. 
I  So  much  for  the  corporate  reshuf- 
fling. As  for  operations,  his  priority  is 
ip  turn  around  the  pet  food  business. 
Ihere  earnings  have  declined  for 
mree  years.  "I  feel  better  about  pet 
ipod  than  I  have  in  a  long  time,"  says 
i:iritz.  Ralston  cites  its  gains  in  the 


Ralston  Purina  Chairman  William  Stiritz 
Putting  his  money  where  his  mouth  is. 


market  for  superpremium  pet  food, 
with  the  Purina  O.N.E.,  Purina  Pro 
Plan  and  Clinical  Nutrition  Manage- 
ment brands.  Ralston  is  strong  in 
both  grocery  stores  and  mass  mer- 
chandise outlets  such  as  Wal-Mart, 
with  26%  and  28%  shares  respectively. 
But  Stiritz  is  pushing  hard  to  catch  up 
in  the  superpremium  category,  most- 
ly sold  in  pet  shops  and  veterinary 
clinics  and  dominated  by  Hill's  Sci- 
ence Diet. 

Superpremium  pet  foods  have 
grown  to  22%  of  the  $8.4  billion  pet 
food  market,  while  grocery  store  sales 
of  pet  foods  have  fallen  from  an  83% 
to  a  63%  share.  Having  gotten  off  to  a 
slow  start,  Purina  is  playing  catch- up 
in  the  superpremium  category,  where 
products  sell  for  as  much  as  $40  for  a 
40-pound  bag  of  Eukanuba  Puppy 
Small  Bites.  A  40-pound  bag  of  Pur- 
ina Puppy  Chow  costs  $17. 

Ralston  Purina  says  Pro  Plan  is  now 
available  in  32%  of  the  country's  pet 
shops,  compared  with  90%  for  Sci- 
ence Diet  and  lams.  Ralston  has 
priced  Purina  Pro  Plan  near  compet- 
ing brands.  At  one  New  York  pet 
shop,  a  20-pound  bag  of  Pro  Plan  dog 
food  sold  for  $17.15,  compared  with 
$19.95  for  a  bag  of  Science  Diet. 

Whv  would  a  customer  pay  $19.95 


for  a  bag  of  dog  food  when  private- 
label  brands  sell  for  as  little  as  $2.99? 
Good  question.  The  only  answer 
seems  to  be  that  he  feels  some  sense  of 
guilt  toward  his  pets.  The  marketing 
of  pet  products  has  always  been  an 
anthropomorphic  business — cats  and 
dogs,  after  all,  don't  have  much 
spending  money.  To  be  sure,  super- 
premium  foods,  typically  made  of 
corn,  eggs  and  chicken  rather  than 
animal  by-products,  give  pets  a  shini- 
er coat  and  smaller,  firmer  stools. 
Implication:  They  are  a  healthier  diet. 
But  that  much  healthier? 

No  matter.  Whatever  the  effect  on 
the  pet,  superpremium  foods  are  defi- 
nitely healthier  for  producers.  Ral- 
ston's  pet  food  margins  are  19%;  su- 
perpremium margins  are  higher. 

Stiritz  may  be  able  to  feed  his  bat- 
tery business  with  the  cash  flow 
thrown  off  by  pet  foods.  Acquired 
from  Union  Carbide  for  $1.4  billion 
in  1986,  Eveready's  return  on  assets 
has  increased  from  9%  to  14%  under 
Stiritz.  He  has  shuttered  inefficient 
plants  and  spent  $480  million  acquir- 
ing three  European  battery  compa- 
nies, including  British  Ever  Ready. 

Around  the  world,  carbon  zinc  bat- 
teries are  being  replaced  with  alkaline 
batteries,  which  last  longer.  The  chal- 
lenge at  Eveready  is  to  increase  sales  of 
its  higher-margin  Energizer  alkaline 
batteries  faster  than  sales  of  its  carbon 
zinc  batteries  decline.  Duracell, 
which  never  made  carbon  zinc  batter- 
ies, is  the  world's  largest  producer  of 
alkaline  batteries.  Worldwide,  it  now 
has  40%  of  the  alkaline  business,  com- 
pared with  Eveready's  35%. 

Stiritz  wants  to  close  that  gap,  as- 
sisted by  the  well-recognized  Ener- 
gizer bunny  commercials.  Last  year 
Eveready  gained  customers  as  it 
launched  the  Energizer  alkaline  brand 
across  Europe.  In  February  Stiritz 
disclosed  Eveready  earnings  for  the 
first  time.  In  the  past  three  years 
Eveready's  operating  profits  have 
grown  58%,  to  $251  million  in  1993. 

It's  a  risk\'  business — trying  to 
structure  a  company  so  as  to  please 
the  stock  market.  This  time,  however, 
Stiritz  seems  on  the  right  path.  He 
clearly  thinks  so.  In  the  second  half  of 
1993  he  spent  $6  million  buying  Ral- 
ston Purina  stock  for  himself  at  an 
average  price  of  $39  a  share — a  shade 
below  the  recently  quoted  S43.  Hi 
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A  stumble  late  in  his  career  has  tarnished 
Bob  Cizik's  brilliant  record  at  Cooper  Industries. 
Can  he  recoup? 

Fallen  angel 


By  James  R.  Norman 


On  Jan.  25  Robert  Cizik  told  analysts 
that  falling  oil  prices  had  crimped  oil 
equipment  sales,  and  earnings  of 
Cooper  Industries,  Inc.  would  fall 
25%  this  year.  That  sent  Cooper's 
stock  down  19%  in  a  single  day.  It  has 
since  sunk  further,  to  a  recent 
down  about  30%  since  last  fall. 

The  stock  market  hates  growth 
stocks  that  stop  growing:  Cooper  is  a 
fallen  angel. 

Just  two  years  from  retirement, 
Bob  Cizik  faces  the  prospect  of  seeing 
the  work  of  almost  two  decades  un- 
ravel. From  a  run-of-the-mill  $500 
million-a-year  maker  of  pipeline  com- 
pressors, Cizik  built  Houston-based 
Cooper  into  a  $6.3  billion  (sales) 
indu:  trial  giant  with  a  string  of  acqui- 
sitions. In  1975  Cooper  earned  $31 
million;  at  the  peak  in  1991  it  earned 
almost  $400  million. 

An  investment  of  $1,000  in  Coo- 
per stock  in  1982  more  than  quadru- 
pled in  value  in  ten  years.  Cooper  now 
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Cooper  Industries 
Chairman 
Robert  Cizik 
Battling  to 
revive  Cooper's 
growth  trend. 


is  a  big-league  player  in  hand  tools, 
light  fixtures,  drapery  hardware,  auto 
parts  and  oilfield  equipment.  Size 
aside,  it  has  the  reputation  of  being 
one  of  the  nation's  best  all-around 
manufacturing  companies. 

What  went  wrong?  The  problem 
was  Cooper  grew  by  acquiring  stodgy 
old  manufacturing  companies — and 
that  strategy  was  running  out  of 
steam.  By  the  late  1980s  it  was  getting 
harder  to  find  good  deals.  And  despite 
diversifying,  Cooper  remained  vul- 
nerable to  cyclical  ups  and  downs. 

Then  Cizik  stubbed  his  toe  by  buy- 
ing Houston's  Cameron  Iron  Works 
in  1989  for  almost  $1  billion.  Camer- 
on had  long  been  a  premier  supplier  of 
sophisticated  valves,  wellhead  assem- 
blies and  other  big-ticket  oil  and  gas 
hardware.  It  went  on  the  market  when 
its  family  owners  wanted  to  cash  out. 

Cizik  wanted  Cameron  badly:  It  had 
a  tremendous  franchise,  and  he  was 
convinced  it,  too,  could  be  "Cooper- 
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ized."  That's  Cooper's  euphemism  fo 
slashing  manufacturing  and  inventor 
costs,  consolidating  operations  an< 
eliminating  jobs. 

Cooperizing  was  behind  Cizik 
successful  takeover  of  electrical  equip 
ment  makers  Crouse-Hinds  an< 
McGraw- Edison  and  dozens  of  smal 
er  manufacturing  companies  in  th 
1980s.  But  at  Cameron,  maybe  Cizi 
overdid  things.  Within  a  few  year 
almost  all  Cameron's  highly  rate* 
management  had  departed.  Shar 
cuts  in  Cameron's  already  lean  eng 
neering  group  cast  a  pall  over  mora 
and  marketing  in  a  business  that  de 
mands  much  hand-holding  with  th 
major  oil  companies,  which  want  cus 
tom-designed,  sophisticated  deep 
water  oil  and  gas  systems. 

Soon  Cameron's  chief  rivals,  FM 
and  abb,  were  gaining  market  share  a 
Cameron's  expense.  When  oil  price 
took  another  tumble,  to  below  $1 
from  $18  per  barrel  last  fall,  oil  com 
pany  spending  contracted  and  Cam 
eron  took  the  worst  of  the  cutbacks 

Cizik  and  his  likely  successor,  Coc 
per  President  H.  John  Riley  Jr.,  ar 
trying  to  repair  the  damage.  Last  fa 
they  unveiled  a  plan  to  cut  5% 
Cooper's  plant  space — and  5%  of  il 
47,300  workers.  Cooper  is  sellin 
Cameron's  forging  operations  to  W) 
man-Gordon,  sold  to  the  public  90 
of  Cooper's  Belden  wire  unit  and  no 
is  paying  out  to  shareholders  stock  ii 
its  Gardner-Denver  machinery  unit 

The  sales  reaped  $274  million  ijfdi' 
gains,  which  Cooper  used  to  offset  a 
identical  writeoff  for  layoffs,  plai 
closings  and  other  things.  It  als 
stretched  out  depreciation  from  I 
years  to  12.  These  moves  will  add  $4 
million  a  year  to  Cooper's  profits  t  188 
1996.  But  that  alone  won't  resto 
Cooper's  reputation  as  a  growth  con  :c; 
pany.  So  Cizik  is  turning  his  attenti<  j 
to  streamlining  Cooper's  sales  an 
distribution  operations.  "If  we  canq 
in  marketing  what  we  did  in  manufai 
turing  in  the  1980s,"  says  Cizik,  Coc  I 
per  could  be  on  the  verge  of  anoth< 
growth  spurt. 

From  here  on  out,  Cizik  says  moi 
of  Cooper's  growth  will  come  froi 
within.  Acquisitions  will  play  a  less 
role.  "I'd  like  to  do  one  more  big  de 
before  I  retire.  But  I  don't  want  th 
to  be  the  driving  force,  or  I'll  make 
mistake." 
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:leet  Financial  has  grown  from  a  smallish  regional  bank 
o  a  $48  billion  holding  company.  Now  it's  trying  to  get  its 
payroll  under  control. 

Easy  on  the 
dog  biscuits! 


If  Dyan  Machan  and  James  Ketelsen 

I 

i'ERRENCE  Murray  was  sure  he  was  in 
ot  water.  The  big  boss  had  sum- 
loned  him.  Industrial  National  Bank 
thief  Executive  John  Cummings  had 
pard  that  Murray,  then  a  junior  lend- 
in  the  mortgage  department,  was 
irning  more  than  his  salary  by  fixing 
p  and  flipping  houses  on  the  side, 
as  it  true?  Murray  confessed  it  was. 
Six  months  later  Murray,  just  24, 
as  running  the  Providence,  R.I.- 
ased  bank's  real  estate  department, 
hn  Cummings  wasn't  going  to  let 
at  entrepreneurial  zeal  go  to  waste; 
was  too  rare  in  banking. 
That  was  30  years  ago.  Murray  is  54 
jw  and  running  the  $48  billion  bank 
elding  company,  known  today  as 
eet  Financial  Group.  He  became 
airman  and  chief  executive  in  1982. 
As  far  back  as  1972  Fleet  was  recog- 
zed  as  an  innovator;  it  was  one  of  the 
st  banks  to  circumvent  interstate 
jinking  laws  by  acquiring  a  New  York 
j:toring  company.  It  did  one  of  die 
rliest  so-called  mergers  of  equals 
th  Albany-based  Norstar  Bancorp  in 
'88 .  But  that  didn't  spare  Fleet  when 
ie  New  England  economy — where 
pet  is  the  largest  lender — went  into  a 
lspin.  With  nonperforming  assets 
ing  up  to  $1 .4  billion,  Fleet  lost  $74 
lion  in  1990,  compared  with  net 
:ome  of  $371  million  the  year  be- 
•e.  Fleet's  stock,  which  sold  as  high 
i307/s  in  1989,  dropped  to  a  low  of 
s  in  1990. 

It  never  rains  but  it  pours.  In  1992 
et  got  "60-Minuted,"  accused  by 
:  TV  people  of  allegedly  predator}' 
iding  practices  at  its  Atlanta  based 
nsumer  finance  subsidiary,  fleet  Fi- 
nce.  Senate  Banking  Committee 
arings  resulted.  Publicity  hound 


Bruce  Marks  testified  at  the  hearing, 
wearing  a  T  shirt  with  Fleet's  logo  and 
the  words  "Stop  the  Loan  Sharks." 

Murray  just  grimaced  and  went  on 
with  the  work  of  bringing  Fleet  back 
to  profitability.  Nonperforming  as- 
sets have  been  slashed  to  a  current 
$600  million  from  a  peak  of  $1.6 
billion.  Rightly  or  wrongly,  it  caved  in 
and  settled  with  the  community  activ- 
ists. It  even  bought  off  the  noisy 
Bruce  Marks  by  putting  him  in  charge 
of  a  $140  million  loan  pool.  "Fleet 
has  become  community  banking  at  its 
best,"  Marks  now  purrs. 

Murray  took  a  bold  step  when  he 
acquired  the  failed  Bank  of  New  En- 
gland from  the  pdic  in  1991  in  a  lively 
bidding  contest.  The  acquisition  in- 
creased Fleet's  assets  by  $13  billion. 

Fleet's  earnings  have  recovered 
nicely.  Net  income  in  1993  was  a 
record  $488  million.  The  bank's 
stock  sold  recently  at  34,  approaching 
its  alltime  high  of  377/s. 

But  like  every  banker  in  the  coun- 
try, Murray  is  working  hard  at  bring- 
ing down  costs.  He  has  special  reason: 
Despite  the  bank's  many  strengths, 


Terrence  Murray,  chairman  of  Fleet  Financial 
"We're  getting  in  fighting  shape." 


Fleet's  fourth-quarter  return  on  assets 
of  1.14%  was  merely  average  for  its 
peer  group.  That  it  is  not  higher  owes 
in  good  part  to  serious  overstafting. 

Because  of  its  acquisitions,  Fleet's 
efficiency  ratio — operating  expense  as 
a  percentage  of  net  interest  and  other 
revenue — is  67%,  well  above  the  in- 
dustry average  of  62%.  KeyCorp,  a 
well -managed  superregional  bank, 
has  an  efficiency  ratio  under  59%. 
Every  percentage  point  decrease  in 
Fleet's  efficiency  ratio  adds  12.5  cents 
to  earnings  per  share,  which  was 
$3.01  per  share  last  year.  Some  ana- 
lysts, like  Michael  Mayo  of  UBS  Securi- 
ties, even  predict  the  bank  will  get  it 
below  57%.  That's  going  to  take  some 
doing,  but  the  process  has  begun. 

Imaginative  as  ever,  Murray  is  tack- 
ling the  task.  The  bank  created  150 
teams,  from  tellers  to  senior  vice  presi- 
dents, asking  each  team  to  come  up 
with  ideas  to  cut  costs  and  hike  reve- 
nues. Each  team  was  asked  to  try  to 
cut  costs  in  its  group  by  50% — a  wild 
idea  but  intended  to  encourage  what 
Murray  calls  "breakthrough  thin- 
king." Every  budget  item  was  scruti- 
nized, down  to  the  dog  biscuits  given 
by  drive-through  tellers  to  customers 
with  pets  in  their  cars. 

How  do  you  motivate  employees 
to  possibly  eliminate  their  own  jobs 
and  those  of  their  fellows?  With  cash. 
After  mulling  all  the  suggestions 
from  the  teams,  Murray  will  soon 
announce  a  major  cost-cutting  pro- 
gram to  reach  his  goal  of  achieving  a 
60%  efficiency  ratio  by  the  first  quar- 
ter of  1995.  A  total  of  5,500  posi- 
tions will  be  eliminated,  but  the  sur- 
vivors will  be  well  rewarded.  Fleet's 
remaining  bank  employees  will  share 
a  $10  million  bonus  if  they  reach 
Murray's  60%  goal.  If  they  exceed  it, 
for  each  1%  below  that  threshold, 
200,000  shares  of  phantom  stock 
will  be  multiplied  by  the  change  in 
stock  price  since  July  27, 1993,  when 
it  was  trading  at  33%.  Those  bonuses 
will  be  shared  equally — from  clerks 
to  senior  vice  presidents. 

Until  those  costs  come  down, 
Murray  says,  he's  not  in  the  market 
for  large  acquisitions.  Which  ex- 
plains in  good  part  his  pressure  to 
bring  them  down.  He  thinks  that  the 
future  belongs  to  the  biggest  banks. 
Says  he:  "Consolidation  is  inevita- 
ble. There's  no  standing  still."  V 
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The  videogame  business  is  littered  with  wrecks, 
but  by  paying  close  attention  to  the  business  as  well  as 
the  creativity  of  making  the  games,  Electronic  Arts  has 
established  a  leadership  position  in  the  industry. 

The  best  job 
in  the  world? 

By  Subrata  N.  Chakravarty 


bl<  tart' 


"No  way!"  Larry  Probst 
was  not  amused  when  a 
photographer  asked  him  to 
pose  for  Forbes  standing 
next  to  an  arcade  game  ma- 
chine. It  wasn't  the  ma- 
chine that  offended  him.  It 
was  the  logo  and  the  icon: 
Sega's  logo  and  a  symbol  of 
Sega's  Sonic  the  Hedge- 
hog. A  half-hour  later,  the 
offending  sign  and  logo 
had  been  replaced  with  a 
logo  and  a  poster  for  Elec- 
tronic Arts1  Jungle  Strike. 
I  awrence  Probst,  43,  presi- 
dent and  chief  executive  of 
San  Mateo,  Calif-based 
Electronic  Arts,  now  posed 
happily  for  the  picture  in 
ea's  New  York  offices. 

Designing   and  selling 
video  and  computer  games 
is  a  tough  business  where 
you  don't  give  a  competitor 
an  inch — especially  when 
the  competitor,  Sega,  is 
number  one  and  you  are  a  fast-mov- 
ing number  two  in  the  U.S.  In  the 
current  fiscal  year  ha  will  sell  over 
$400  million  in  electronic  games. 

Last  month  Probst  stepped  up  the 
pace  even  faster  by  announcing  the 
acquisition  of  Novato,  Calif. -based 
Broderbund  Software  (Forbes,  Apr. 
27,  1992).  Electronic  Aits  is  already  a 
major  factor  in  the  entertainment  seg- 
ment of  the  games  business.  It  espe- 
cially dominates  sports  games  with 
titles  like  John  Madden  Football  '94, 
NBA  Basketball,  NHL  Hockey,  PGA 
TOUR  Golf  and  FIFA  Soccer,  all  offered 
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and  new  platforms,"  Probst  explains  PO 
"Educational  product  is  likely  to  b( 
one  of  the  most  desirable  interactiv< 
cable  products  in  the  future." 

Continually  acting  with  the  future 
as  well  as  the  present  in  mind  ha) 
enabled  Electronic  Arts  to  compile 
brilliant  record  in  an  unpredicta 
lousiness.  While  others  such  as  Activi 
sion,  Konami  and  Philips  Interactive 
Media  have  foundered  in  the  video 
game  business  by  betting  on  thq|onn 
wrong  technology  or  not  moving  : 
enough  to  switch  from  one  hardware]  0£ 
platform  to  another,  ea's  revenue! 
and  earnings  have  grown  at  a  coml 
pounded  annual  rate  of  over  60%  ovei 
the  past  five  years.  In  its  fiscal  yeai 
  ended  March  1993  it  net- 
ted   $31    million — bettei 
than  10  cents  on  the  revel 
nue  dollar.  It's  holding  tq 
that   blistering  pace  tin 
year,  too,  with  earnings  up 
over  50%,  to  $33.5  million 
for  the  first  nine  months  oj 
the  1994  fiscal  year. 

"This  company  was 
founded  by  business  peof 
pie — people  with  a  vision! 
but  business  people,"  says 
Chief  Financial  Office! 
Stanton  McKee.  If  its  prod 
ucts  are  imaginative,  there 
is  nothing  whimsical  aboul 
the  way  the  business  is  run 
"I  love  these  ROls,"  Probst 
enthused  at  a  recent  prod 
uct  development  meeting 
looking  over  numbers  on  i 
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Electronic  Arts'  Lawrence  Probst  and  Blng  Gordon 
Impeccably  suited  in  New  York,  surfer  casual  in  California. 


forthcoming  game  thai  ttere* 
showed  returns  ranging 
from  450%  under  a  pessi 
mistic  sales  estimate,  tc 
1,400%,  with  an  expectec 
800%. 


for  multiple  platforms:  Sega,  Nin- 
tendo, IBM,  Macintosh  and  3DO. 

EA  has  only  recently  been  a  serious 
contender  in  educational  games.  Bro- 
derbund is  dominant  in  education, 
with  games  like  Where  In  The  World 
Is  Carmen  Sandiego?  It  is  also  domi- 
nant in  products  for  the  home  office, 
primarily  with  a  package  called  The 
Print  Shop,  which  allows  users  to 
make  their  own  cards  and  posters. 

"We  want  to  be  in  a  leadership 
position  in  as  many  segments  as  we 
can  before  the  business  gets  reengi- 
neered  with  electronic  distribution 


One    of  the    company's    sever  utw 


founders  is  W.  Bingham  (Bing)  Gof< 
don,  now  executive  vice  president  foi 
entertainment  production.  Gordon  ii 
in  charge  of  ea's  creative  process  and! 
appropriately,  usually  dresses  casuaffl 
at  work  and  cultivates  a  laid -bad 
surfer  style.  Don't  let  that  fool  you— 
he  has  an  M.B.A.  from  Stanford. 

Electronic  Arts  was  founded  b' 
W.M.  (Trip)  Hawkins,  Gordon  am 
five  others  at  a  dinner  at  Hawkin 
home  in  1982.  Hawkins  remain! 
chairman,  although  he  has  since 
moved  on  to  founding  and  running 
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DO  (Forbes,  Sept.  13,  1993). 

What  was  it  like  in  the  early  days 
ith  a  freewheeling  bunch  of  creative 
:pes  all  working  in  one  room?  "You 
ould  cut  the  tension  with  a  knife," 
lys  Gordon.  One  day,  Hawkins 
rought  in  a  box  of  nerf  balls.  People 
arted  throwing  them  at  each  other 
)  work  out  the  tensions  painlessly. 

Probst,  Gordon  and  the  others 
ave  been  careful  to  create  an  envi- 
)nment  friendly  to  creative  types, 
iordon  remembers  having  to  pick  up 
me  designer  from  school,  bring  him 
B  work  and  drive  him  home — be- 
ause  he  was  14  and  too  young  to 
irive.  Today  a  Ph.D.  candidate  at 
tanford,  Will  Harvey  continues  to 


sor-driven  Genesis,  the  new  kid  on 
the  block.  "It  probably  cost 
$250,000  to  develop  a  product,  and 
we  started  production  on  eight  or  ten 
projects,,,  says  Probst.  "So  it  was  a  $2 
million  to  $2.5  million  bet.  That  was  a 
lot  of  money  for  us  at  the  time." 

For  a  while  it  looked  as  if  the 
gamble  had  failed.  The  first  games 
were  released  a  year  later,  in  June 

1990,  but  Sega  didn't  do  well  until 

1991 .  In  1992  sales  of  Sega  machines 
took  off- — in  good  part  because  they 
had  sports  games  like  John  Madden 
Football  and  NHL  Hockey  to  play; 
early  on,  EA  supplied  as  much  as  35% 
of  the  Sega-compatible  games. 

Taking  a  risk  early — and  being 


cost  is  sheer  complexity.  The  32-bit 
games  marry  sophisticated  graphics 
w  ith  film  and  sound.  It  now  takes  a 
whole  production  team  instead  of  a 
single  designer.  The  result,  however, 
is  video  that  is  near  television  in  quali- 
ty, a  fantastic  leap  over  Genesis. 

Will  Electronic  Arts  have  guessed 
right  again?  Too  early  to  know. 
Largely  because  of  their  high  price, 
3 DO  machines  have  sold  slowly.  Bing 
Gordon  believes  that  the  32-bit  tech- 
nology won't  really  begin  to  do  well 
until  the  Christmas  season  of  1995, 
when  Sega  and  Sony  will  have  players. 

Down  the  road  is  interactive  ca- 
ble— and  that's  where  Electronic  Arts 
thinks  Broderbund's  kind  of  educa- 


Jordan  in  action,  integrated  into  a  video  game— and  testing  it 
ith  the  design  help  of  stars  like  Jordan,  EA  Sports  dominates 
(torts  videogames  by  pushing  the  technological  boundaries  of  realism. 


jsign  games  for  EA. 
i  This  blend  of  business  discipline 
ith  creativity  has  enabled  Electronic 
its  to  navigate  in  an  industry  that  is 
itered  with  shipwrecks.  Its  first  ship- 
ments were  in  May  1983  for  the  Atari 
)0  game  player.  That  October  EA 
jipped  six  more  games  for  the  Com- 
|odore  64  computer.  Three  years 
:er  EA  bet  early  on  the  eventual 
access  of  the  new  Commodore 
piga,  and  its  risk-talcing  paid  off. 
!ad  the  company  stayed  with  corn- 
rater  games,  it  might  have  gone 
Iwn  with  Commodore  and  Atari, 
nt  it  saw  early  on  that  the  immediate 
ture  for  games  was  on  video,  not  on 
mputers.  "Apple  and  IBM  spent 
lars  convincing  kids  that  computers 
pre  all  work  and  no  play — the  elec- 
cnic  equivalent  of  spinach,"  says 
brdon,  disgustedly.  "Nintendo 
[ok  the  world  by  storm." 
[Electronic  Arts  took  a  big  risk  by 
itting  on  Sega's  16-bit  microproces- 


right — is  critical  in  the  videogame 
business,  says  Probst.  "There's  a  ne- 
cessity for  companies  like  ours  to  pro- 
ject out  two  to  three  years  and  figure 
out  what  kind  of  technology  is  going 
to  be  important  in  the  marketplace 
and  which  hardware  will  be  significant 
and  be  able  to  develop  a  large  installed 
base,"  Probst  explains.  Currently, 
the  big  bet  is  on  32-bit  microproces- 
sor-driven game  players.  The  first, 
based  on  3DO's  technology,  was  in- 
troduced last  fall.  It  will  be  followed, 
this  year,  by  Sega's  Saturn  and  later  by 
Nintendo's  model. 

Electronic  Arts  began  working  on 
32-bit  games  two  years  ago.  "On  a 
relative  basis,  we're  making  the  same 
kind  of  bet  on  3DO  as  we  did  on  Sega, 
but  the  numbers  are  dramatically  dif- 
ferent," says  Probst.  "Instead  of  10 
titles  we  have  25  in  development,  and 
instead  of  $250,000  they  cost  in  ex- 
cess of  $1  million." 

The  main  reason  for  the  increase  in 


tional  software  will  really  take  off. 
Broderbund  founder  Douglas  Carl- 
ston  will  join  the  board  and  have  a 
creative  role  in  the  company. 

Along  with  32 -bit  platforms  and 
interactive  cable,  Electronic  Arts  sees 
huge  future  growth  internationally. 
Probst  points  out  that  about  half  the 
world's  videogame  machines  are  out- 
side the  U.S.,  but  to  date  a  third  of 
Electronic  Arts'  sales  are  international 
and  only  one-tenth  of  Broderbund's. 

Probst  and  his  crew  make  fun  prod- 
ucts, and  they  clearly  have  a  lot  of  fun 
doing  it.  "If  I'm  in  a  store  on  a 
weekend,  I'll  tend  to  have  blue  jeans 
on  and  I'll  wear  a  sweatshirt  that  says 
EA  Sports  on  it,"  says  Larry  Probst.  "I 
can't  begin  to  tell  you  how  many 
people  come  up  to  me  and  say:  'You 
work  for  EA?!  Aw,  you're  so  lucky! 
What  do  you  do?' 

"I  go,  'I'm  the  president,'  and  they 
go,  'Aw,  man,  that's  got  to  be  the  best 
job  in  the  world.'  "  MH 
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The  Time  for  Reform  Is  Now 


The  Superfund  program  has  proved  grossly  ineffective  at 
its  task  of  cleaning  up  hazardous  waste.  Congress  devised  the 
program  in  1980  to  address  what  it  perceived  as  a  short-term 
problem  consisting  of  a  few  large  hazardous  waste  sites  and  a 
handful  of  major  polluters.  Since  then,  Superfund  lias  become 
a  waste  site  itself,  polluted  by  costly,  protracted  legal  battles 
and  bureaucratic  delays. 

Of  the  1,285  hazardous  waste  sites  now  on  the  EPA's 
Superfund  National  Priorities  List  (NPL),  only  150  sites 
have  been  cleaned  up  at  a  cost  of  $16.6  billion.  At  the  current 
rate,  cleaning  up  all  the  hazardous  waste  sites  in  the  country, 
not  just  those  on  the  NPL,  to  the  standards  mandated  by 
Superfund  will  cost  the  nation  more  than  $1  trillion. 

Superfund  laws  will  expire  September  30.  Groups  as 
diverse  as  the  Clinton  Administration,  industry,  environmen- 
tal activists  and  social  leaders  are  reaching  consensus:  To  pro- 
tect human  health,  sustain  our  economic  well-being  and  end 
the  stranglehold  of  litigation ,  Superfund  must  be  refocused  to 
meet  its  original  goal  of  cleaning  up  our  environment. 

A  Legacy  of  Wasteful  Spending 

Superfund  was  grounded 
in  the  notion  that  polluters,  not 
federal  funds,  should  pay  the 
cleanup  costs  for  this  nation's 
hazardous  waste  sites.  But 
finding  polluters  is  not  easy. 
Many  of  the  sites  were  owned 
by  companies  that  have  long 
since  vanished.  And  many 
who  owned  or  used  polluted 
sites  were  not  morally  culpa- 
ble. They  operated  legally  and 
disposed  of  waste  according  to 
then-current  laws. 

To  fund  Superfund, 
Congress  created  a  liability  structure  that  guaranteed 
responsible  parties  could  always  be  found.  Any  person 
or  business  that  ever  contributed,  transported  or  allowed 
others  to  contribute  any  amount  of  hazardous  waste  to  a 
site  is  liable  by  EPA  for  all  costs  of  returning  that  site  to  a 
pristine  condition.  The  result?  An  absurd  system.  For 


Dennis  H.  Chookaszian 
Chairman  and  CEO 
CNA  Insurance  Companies 

"Superfund  reform  must 
start  by  abolishing 
retroactive  liability." 
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example,  under  current 
Superfund  standards,  a  PRP 
(Potential  Responsible  Party) 
that  once  contributed  a  car  bat- 
tery to  a  Superfund  site  could 
be  held  liable  for  a  site's  total 
cleanup  cost. 

Backed  into  desperate  eco- 
nomic corners,  PRPs  have  no 
choice  but  to  fight  Superfund  lia 

bility  every  step  of  the  way.  This  creates  an  endless  chain! 
of  litigation.  Attorneys  do  well.  The  public  and  employed 
fare  far  worse.  An  estimated  40%  to  70%  of  private-sectoi 
Superfund  money  goes  to  litigation,  not  cleanup,  accord- 
ing to  the  Rand  Corporation.  And  Superfund  casts  a  widi 
net.  To  date,  more  than  25,000  large  and  small  businesses 
have  been  forced  into  Superfund  litigation. 

Superfund  reform  must  start  by  abolishing  retro- 
active liability.  The  "polluter  must  pay"  mentality  has 
proven  woefully  misguided.  Many  companies  now 
threatened  by  Superfund  acted  legally  and  properly  wruljea! 
disposing  of  waste.  Superfund  has  unfairly  exposed  thei 
to  massive  and  catastrophic  liability 

Instilling 

Reasonableness  in 
Cleanup  Standards 

Superfund  has  been  flawed 
from  the  start  by  extravagant  reme- 
dial standards.  The  EPA  operates 
with  a  goal  of  returning  a  site  to  a 
pristine  condition  without  regard 
to  its  future  use.  Yet  there  is  no 
sense  in  using  the  same  standards 
for  a  site  that  lies  in  an  existing 
industrial  area  as  for  one  that  may 
be  used  for  residential  housing. 
By  EPA's  own  reckoning,  the 
average  cost  of  cleaning  a  single 
Superfund  site  has  risen  to  rough- 
ly $25  million  today  from  $9  million  in  the  mid-1980s. 
Under  more  realistic  standards,  the  costs  of  cleanups  cot 
be  greatly  reduced. 


John  W.  Johnstone, 
Chairman  and  CEC 
Olin  Corporation 

"Superfund  reform  mus 
cleanup  standards  th 
make  scientific  and 
economic  sense. 
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Superfund  reform  must  set  cleanup  standards  that 
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make  scientific  and 
economic  sense. 
A  recent  study  by 
he  Business  Roundtable  showed  that  most  countries 
day  are  basing  hazardous  waste  cleanups  on  the  pre- 
■nt  and  intended  use  of  the  land.  Public  health  may  be 
rotected  in  a  cost-effective  manner  by  isolating  haz- 
rdous  waste  rather  than  returning  a 
te  to  a  pristine  condition. 

u  per  fund  as  a  Public 
lealth  Issue 

Under  current  Superfund  laws, 
jiere  is  no  rational  scheme  to  set  priori 
bs  for  site  selection.  A  study  by  the 
iational  Law  Journal  found  that  it  takes 
|)%  longer  for  hazardous  waste  sites 
,  minority  communities  to  be  placed 
p  Superfund's  priority  list  regardless 
I  the  health  risks  or  environmental 
ppact. 

Today's  cleanup  decisions 
Impend  more  on  the  ability  to  find 
1  Ivent  responsible  parties  to  pay 
jr  cleanup  at  a  specific  site  than  on 
Whether  serious  public  health  risks  exist.  Therefore,  one 
important  goal  of  reform  would  be  to  improve  the  haz- 
Id-ranking  system  so  that  those  sites  that  pose  the  great 
It  danger  are  addressed  first.  The  system  should  take 
Ito  consideration  both  the  risks  presented  by  the  site 
fd  the  health  effects  it  may  have  in  conjunction  with 
llher  environmental  risks  in  the  area,  such  as  other 
limp  sites  or  abandoned  plants  and  industrial  facilities. 

The  soundest  approach  to  solving  our  nation's 


Dr.  Benjamin  J.  Chavis,  Jr. 
Executive  Director  and  CEO 
NAACP 

"Reform  should  improve  the 
hazard-ranking  system  so 
that  those  sites  that  pose 
the  greatest  danger  are 
addressed  first.  " 


problems  is  to  seek  harmony  between  the  goals  of  vari- 
ous stakeholders.  A  review  of  all  the  stakeholder  priori- 
ties in  the  Superfund  debate  showed  that  people  of  color, 
local  citizens,  environmentalists,  small  business,  local 
governments,  big  business  and  insurers  all  want  the 
same  things:  a  focus  on  public  health,  speedier  cleanups, 
more  public  participation,  better  remedy  selection  and 
more  fairness  and  certainty. 

A  Plan  for  Reform 

Superfund  reform  represents  our  country's 
most  urgent  environmental  issue  for  1994.  President 
Clinton  has  publicly  acknowledged  the  need  for 
reform  and  we  appreciate  the  Administration's  com- 
mitment to  making  a  change.  However,  the  initial 
effort  is  not  adequate.  We  must  support  reform  that 
assures  liability  is  proportionate  to  fault  and 
negligence;  cleanup  standards  are  reasonable 
and  fair;  and  Superfund  focuses  on  public 
health  needs  instead  of  assigning  blame. 

You  can  learn  more  about  Superfund  by 
contacting  CNA  at  1 -800-61 3-4CN A.  Together 
we  can  reshape  these  outdated  laws  to  serve 
the  goals  that  Congress  originally  intended  — 
safeguarding  public  health  and  cleaning  up 
the  environment. 


CNA  is  one  of  the  10  largest 
U.S.  insurance  groups.  It  is 
a  multi-line  insurer  with 
nearly  100  years  of  expertise, 
more  than  $41  billion  in 
assets  ami  $5  billion  in  stock- 
holders' equity.  CNA  is  a 
registered  service  mark  of  the 
CNA  Financial  Corporation. 


Part  of  a  series  on  important 
public  policy  issues  from 
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Much  could  be  gained  from  an  honest  study  of 
"multicultural  diversity,"  but  instead  we  get  ideological 
conformity  wrapped  in  demographic  diversity. 

Multicultural 
charade 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Despite  unending  pretentious  chat- 
ter about  "multiculturalism,"  most 
of  what  is  actually  done  in  the  name 
of  multicultural  studies  is  incredibly 
provincial.  It  is  even  Eurocentric,  in 
the  sense  of  being  focused  on  dis- 
crediting Western  civilization,  both 
directly  and  by  inflating  the  intellec- 
tual and  moral  achievements  of  other 
societies. 

A  foreign  culture  need  only  claim 
to  be  spiritual  in  order  to  be  praised 
for  its  spirituality.  Women  may  be 
killed  over  their  dowries  in  India  and 
mob  violence  among  various  Indian 
social  groups  may  take  more  lives  than 
the  worst  race  riots  in  the  history  of 
the  United  States,  and  yet  it  is  Ameri- 
cans who  will  be  called  materialistic 
and  violent — and  urged  to  learn  from 
such  spiritual  and  pacific  peoples  as 
those  of  India. 

The  '•'diversity'"  of  the  multicultur- 
alists  is  like  the  diversity  of  the  Clinton 
Administration,  with  its  black  law- 
yers, white  lawyers,  female  lawyers 
and  Hispanic  lawyers.  In  the  academic 
world  diversity  means  black  leftists, 
white  leftists,  female  leftists  and  His- 
panic leftists.  Demographic  diversity 
conceals  ideological  conformity. 


Despite  the  prostitution  of  "multi- 
cultural diversity'"  to  hidden  agendas, 
an  honest  examination  of  other  soci- 
eties and  other  periods  of  history 
could  provide  valuable  insights  into 
our  own  times  and  our  own  society. 

A  businessman  from  Bombay  ex- 
plained to  me  some  years  ago  that 
when  he  wants  to  use  more  electric- 
ity, he  has  to  get  prior  approval  from 
government  bureaucrats.  It  is  by  no 
means  sufficient  that  he  can  pay  for 
the  electricity  or  even  demonstrate  a 
productive  use  for  it.  He  must  sub- 
mit reports  on  how  he  operates  his 
business  in  general,  including  its 
personnel  hiring  practices.  Only  if 
the  bureaucrats  approve  the  way  he 
runs  his  business  will  he  get  more 
electricity. 

This  is  only  one  of  innumerable 
stifling  bureaucratic  restrictions  on 
business  in  India,  which  may  help 
explain  why  Indians  are  so  prosperous 
in  so  many  other  countries  around  the 
world  but  so  poor  in  India  itself.  If 
India  could  bring  home  the  vast  en- 
trepreneurial, scientific  and  other  tal- 
ent among  its  own  people  living  in  the 
United  States,  Fiji,  Malaysia  and  oth- 
er countries,  this  would  represent  far 
more  financial  capital  and  human  cap- 
ital than  all  the  foreign  aid  programs 
put  together. 

Much  the  same  story  could  be  told 
of  the  30  million  overseas  Chinese 
who  are  prospering  from  Singapore 
to  San  Francisco,  and  from  the  Carib- 
bean to  London,  while  the  popula- 
tion of  China  is  still  struggling  to 
escape  from  poverty.  In  China,  at 
least,  there  is  a  belated  recognition 
by  the  communist  leadership  that 
government  controls  have  squelched 
the  very  productivity  they  were 
intended  to  create. 


Marxist  dogma  has  not  prevented 
the  Chinese  regime  from  pulling  out 
of  a  government-run  medical  system, 
even  though  liberal  dogma  in  Wash- 
ington remains  convinced  that  this  is 
the  way  to  go.  The  Chinese  have  seen 
the  past,  and  it  fails. 

Price  controls  have  been  tried  on 
every  inhabited  continent  and  for 
4,000  years  of  recorded  history.  Few 
policies  have  been  tried  among  more 
races  or  in  so  many  different  cultural 
settings.  Yet  the  results  have  been 
remarkably  similar. 

People  went  hungry  in  18th  centu- 
ry France  and  in  20th  century  Africa 
when  food  prices  were  controlled  by 
the  government.  Housing  shortages 
have  developed  from  Hong  Kong  to 
Berkeley  in  the  wake  of  rent  control. 
There  is  indeed  much  that  we  could 
learn  from  studying  other  peoples  and 
their  history,  if  only  we  would. 

The  grand  dogma  of  our  times,  that 
groups  would  be  evenly  represented 
in  institutions  and  activities  in  the 
absence  of  discrimination,  would  col- 
lapse like  a  house  of  cards  from  a  study 
of  societies  around  the  world. 

People  of  the  same  race,  religion 
and  language  have  differed  radically 
according  to  whether  they  lived  on 
the  flatlands  or  in  the  highlands, 
whether  in  Scotland  or  Ceylon.  Peo- 
ple from  the  interior  hinterlands  have 
differed  equally  greatly  from  coastal 
peoples,  whether  in  Africa  or  the  Bal- 
kans. Nomads  have  differed  from 
peasants,  and  both  from  fishermen. 

People  whose  cultures  evolved  in 
the  struggle  for  survival  in  the  stark 
regions  of  the  Mediterranean  have  for 
centuries  had  patterns  of  frugality 
unheard  of  among  peoples  whose  cul- 
tures evolved  in  the  plush  tropical 
lands  of  Southeast  Asia.  "Fish  in 
the  water,  rice  on  the  land"  is  a 
saying  from  Thailand,  but  it  is  hard 
to  imagine  such  casual  assumptions 
of  abundance  developing  in  the 
Mediterranean. 

In  the  light  of  this  history,  who 
would  .expect  all  the  groups  in  multi- 
ethnic societies  to  be  evenly  repre- 
sented in  all  sorts  of  endeavors?  Only 
the  intelligentsia  and  those  who  take 
their  dogmas  seriously. 

Much  valuable  knowledge  could  be 
gained  from  an  honest  study  of  "mul- 
ticultural diversity,"  if  that  has  not 
become  a  contradiction  in  terms.  ■■ 
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BMe  will  leave  our  children  and  grandchildren  the  greatest  national  debt  in  the  history  of 
mankind.  It  is  clearly  our  responsibility  to  also  leave  them  the  most  productive  economy  the 
world  has  ever  known.  Fulfilling  this  responsibility  requires  substantial  and  continuous  invest- 
ment in  technology,  infrastructure  and  capital  equipment. 
The  CIT  Group  stands  ready  to  help. 

As  America's  most  experienced  asset-based  lender,  we  will  make  nearly  $5  billion  available 
to  American  industry  this  year.  These  funds  will  be  used  by  forward-thinking  companies  to 
make  productive  investments  and  improve  the  efficiency  of  their  operations.  They  will  utilize 
the  financial  power  of  their  current  assets  to  insure  their  future  prosperity. 

To  find  out  how  The  CIT  Group  can  help  you,  call  1-800-54  5-5440. 


©  1994  The  CIT  Group,  Inc 


Has  the  government's  share  of  the  economy  really 
stopped  growing?  If  you  believe  that, 
you  believe  in  fairytales. 

The  grab 
goes  on 


By  Peter  Brimelow 

A  year  ago  (Mar.  15,  1993)  Forbes 
argued  that  the  federal  budget  deficit 
was  just  a  political  football.  The  real 
game:  The  Great  Government  Grab 
Bowl — how  much  government  gets 
to  extract  from  the  private  economy. 

Recently,  David  Stockman  (re- 
member David  Stockman?  Reagan's 
turncoat  "supply-side"  budget  direc- 
tor, who  switched  to  the  tax -turnup 
team  and  now  works  for  Wall  Street's 
Blackstone  Group)  has  been  saying 
that  the  1990s  look  good  for  just  this 
reason:  because  Clintonomics,  para- 
doxically, promises  a  slight  slowdown 
in  the  Government  Grab  and  its  stulti- 
fying effects. 

And  the  Clinton  Administration's 
1994  budget  does  indeed  show  that 
federal  spending  as  a  fraction  of  GDP 
has  stabilized,  after  the  Bush  betrayal 
of  the  mid-Eighties  Reagan  rollback. 
But  at  the  historically  high  level  of 
22.4%.  Thereafter,  the  Administra- 
tion hopes  for  a  slow  decline  to  levels 
last  seen  before  the  1980  recession 
(see  lower  chart,  opposite). 

Soothing  syrup,  but  probably  just 
that — syrup.  Note  why  the  govern- 
ment's share  is  supposed  to  fall.  De- 
fense declines  to  a  point  unprecedent- 
ed since  World  War  II.  That's  obvi- 
ously vulnerable  to  foreign  crises.  The 
net  interest  burden  on  the  federal 
debt  is  expected  to  decline  even 


though  the  debt  itself  is  not.  That's 
obviously  vulnerable  to  interest 
rates — indeed,  the  Administration's 
assumption  of  a  stable  sub-6%  long- 
term  rate  is  already  off-track. 

Plus,  needless  to  say,  the  Adminis- 
tration predicts  solid  economic 
growth  through  1999.  Any  recession 
automatically  galvanizes  the  Govern- 
ment Grab,  triggering  more  spending 
in  a  smaller  economy.  And  in  the  last 
four  decades,  recessions  have  arrived 
on  average  every  five  years.  .  .  . 

Now,  note  what  is  hidden  by  these 
hopeful  assumptions:  huge  increases 
in  spending  on  what  Washington  calls 
"Human  Resources"  after  the  Rea- 
gan dent  (see  upper  chart,  opposite). 

In  theory,  "Human  Resources"  is 
the  transfer  of  moneys  from  Forbes 
readers  to  the  deserving  (as  defined  by 
politicians)  poor.  But  much  more  im- 
portant are  the  locked-in  automatic 
middle-class  subsidies  like  Social  Se- 
curity payments  (4.2%  of  GDP  in 
1993),  Medicaid  and  Medicare.  Be- 
cause many  programs  are  shared,  they 
are  also  helping  force  up  state  and 
local  spending — unmentioned  in 
Stockman's  scenario. 

Like  a  family  that  assumes — on 
rather  thin  grounds — that  the  bread- 
winner is  going  to  get  a  big  raise  and 
the  landlord  is  going  to  cut  the  rent. 

And  there's  a  possible  miscount  of 
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Note:  State  and  local  data  not  available  before  1902. 


Sources.  Federal  budge!,  1 995,  0MB;  Edwin  S.  Rubenstem,  economic  consultant 
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rnment  spending  is  just  below 
etime  highs.  The  Clinton 
projects  modest  declines— 
ly  due  to  imploding  defense. 
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!edsaral  spending 


Government 's  hidden  grab 

SjJending  as  %  of  GDP 
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Adjusted 
federal  spending 

projection 

S&L  bailout  first  overstates  i 
then  understates  federal  spending  J 

Effect  of  Clinton 
health  plan 


Reported 

Teaerai  spenamj 
projection 

t 

Federal  budgets 
under  both  Bush 
and  Clinton  have 
arguably 
misstated  the 
true  trend  of 
government 
spending — 
especially  the 
savings  and  loan 
bailout  and  the 
proposed 
health  reform. 
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1989   1990     1991    1992     1993    1994     1995    1996    1997    1998     1999    2000    2001    2002     2003  2004 

Sources:  Federal  Budget,  1995;  CBO;  Edwin  S.  Rubenstem,  economic  consultant 


the  Government  Grab  (see  chart 
above).  The  Bush  Administration 
chose  to  absorb  the  costs  of  the  sav- 
ings and  loan  bailout  early  and  the 
proceeds  from  liquidations  late.  Ar- 
guably, this  first  overstated  then  un- 
derstated the  true  trend  of  federal 
spending. 

Still  more  dramatic,  the  indepen- 
dent Congressional  Budget  Office, 
unlike  the  Clintonites,  is  maintaining 
that  the  compulsory  regional  health 
alliance  cartels  envisaged  by  the  Clin- 


ton plan  are  actually  taxing  and 
spending  devices  and  should  there- 
fore be  included  in  the  government 
share.  This  would  reveal  a  real  imperi- 
al onslaught — almost  another  5%  of 
GDP  by  2004. 

Sure,  the  money  finishes  in  private 
hands,  in  the  end.  But  from  an  eco- 
nomic standpoint,  it  still  means  dis- 
tortion and  stultification. 

Finally,  governments  have  figured 
out  new  ways  to  grab.  They  can  sim- 
ply direct  private  spending  through 


regulation  instead  of  doing  it 
themselves. 

Deregulation,  begun  under  the 
Democratic  Carter  Administration, 
substantially  stalled  in  the  mid -Rea- 
gan years.  Under  the  Bush  Adminis 
tration,  huge  new  regulatory  pro- 
grams were  enacted. 

By  Heritage  Foundation  Econo 
mist  William  Laffer's  count  (see  chart 
below),  this  means  the  Government 
Grab  will  be  growing — and  the  econ 
omy  stultified — through  2000.  ■ 


Government's  regulatory  grab 


Billions  of  1991  dollars 
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Administrative 
and  statutory 
changes  in  the 
federal  regulatory 
regime  mean 
that  increases 
in  the  economic 
burden  of 
regulation 
are  already 
under  way. 


Cost  of  federal  regulations 
under  pre-1990  statutes 
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Sources:  William  D.  Latter.  Heritage  foundation 
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A  promise  ill  remain  suitably  frumpy  until  after  the  Sunday  paper. 


A  promise  to  produce  nickels  from  your  ears  upon  request. 


A  promise  for  something  to  remember  and  something  to  remember  me  by. 


Nothing  kinds  us  one  to  the  other  lite  a  promise  kept.  For  more  than  140  years,  we've  heen  helping  people  keep  their 
promises  by  ensuring  we  have  the  financial  strength  to  keep  ours.  That's  why  families  and  businesses  rely  on  us  for  life 
and  health  insurance,  investment  management  and  retirement  plans.  Offlfl 

MassMutual" 

We  help  you  keep  your  promises 


1991  Massachusetts  Mutual  Lite  Insum-n  e  Co  .  Springfield,  MA  01111 


Apple's  John  ScuSley  joined  the  wrong  wireless  startup. 
He  should  have  checked  out  Telular  before 
jcfstner  got  there. 


1  became 
enchanted" 


By  Gary  Samuels 

Poor  John  Sculley.  He  must  wish 
he  had  Richard  Gerstner's  job.  While 
the  beleaguered  former  Apple  chair- 
man is  caught  up  in  lawsuits  related  to 
his  abortive  four-month  tenure  at 
Spectrum  Information  Technologies, 
Inc.,  Gerstner,  a  32-year  IBM  veteran, 
is  prospering  at  the  helm  of  Telular 
Corp.,  another  wireless  telecom- 
munications equipment  startup. 

The  two  companies  have  one  thing 
in  common.  Based  in  suburban  Chi- 
cago, Telular  was  founded  in  1986  to 
exploit  an  obscure  patent  that  con- 
nects wired  telephones  to  cellular 
phone  systems.  Over  the  past  eight 
years  Telular  has  successfully  de- 
fended its  patents  in  a  series  of  costly 
court  cases.  To  raise  cash  for  its  patent 
defenses  Telular  sold  rights  to  pieces 
of  its  patent;  in  1992  Spectrum 
bought  the  rights  covering  mobile 
data  uses  for  $3  million  in  stock. 

Why  would  anyone  want  to  make 
fixed  phones  wireless?  With  more 
spectrum  becoming  available  for 
wireless  services,  the  price  of  airtime  is 
headed  down.  Some  cellular  systems 
already  offer  nighttime  and  weekend 
rates  that  are  cheaper  than  wired 
phone  service.  The  way  things  are 
going  it  is  only  a  question  of  time 
before  wireless  systems  will  be  com- 
petitive with  wired  networks. 

Already,  in  Spain,  Alcatel  is  selling 
Telular's  simple  black  box  to  enable 
new  phone  lines  to  be  installed  with- 
out stringing  wires.  In  North  Caroli- 
na, MCI  is  testing  the  box  as  a  way  of 
bypassing  the  local  phorie  company 
and  its  hefty  access  charges.  Other 
potential  applications  include  wireless 
pay  phones,  burglar  alarms  and  back- 
up systems  for  wired  phones. 


Telular's  Phillips  (left)  and  Gerstner 
Connecting  wires  to  the  airwaves. 


Telular's  origins  date  back  to 
1985,  when  William  De  Nicolo,  a 
successful  Chicago  Mercantile  Ex- 
change trader,  went  shopping  for  a 
wireless  backup  for  his  home  burglar 
alarm.  Even  dim-witted  burglars,  he 
figured,  knew  how  to  disable  alarms 
by  snipping  phone  lines. 

His  search  took  him  to  Jackson, 
Miss.,  where  an  inventor  had  applied 
for  a  patent  on  a  device  that  hooks  a 
conventional  alarm  into  a  cellular 
phone  system.  De  Nicolo  bought  the 
gadget  and  installed  it  at  his  home. 
Six  months  later  the  inventor 
dropped  dead  of  phlebitis,  and  De 
Nicolo  approached  the  estate  about 
acquiring  the  patent  application.  He 
picked  it  up  for  around  $100,000. 
The  patent  was  granted  ten  days  after 
the  deal  closed. 

De  Nicolo,  then  39,  proceeded  to 
pour  over  $4  million  of  his  own  mon- 
ey into  Telular,  mostly  for  patent 
defense.  By  1990  it  was  clear  he  was  in 
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over  his  head.  He  had  already  traded! 
patent  rights  in  Canada  to  a  separate, 
publicly  traded  firm  called  Telular 
Canada,  and  had  sold  the  remaining  :. 
international  rights  for  a  song  to  a 
Puerto  Rican  outfit. 

For  help  he  turned  to  Columbia) 
Capital,  a  Washington  investment 
firm,  which  bought  49%  of  Telular  for 
$7  million  in  1992;  the  cash  was  usee 
in  part  to  reacquire  the  internationa 
rights.  Columbia  also  brought  ir 
James  Phillips,  former  president  oj 
Sky  Tel,  the  national  paging  network^ 
to  run  the  company.  Phillips,  42,  hit 
the  ground  running,  selling  19%  ol 
the  company  to  Motorola,  a  Telular 
licensee,  for  $11  million. 

Enter  Dick  Gerstner,  who  had  re- 
tired from  IBM  after  suffering  from  a1 
misdiagnosed  case  of  Lyme  disease 
He  had  previously  run  IBM's  persona 
computer  and  Asia/Pacific  business 
units.  Last  August  the  Wall  Street 
Journal profiled  him  as  IBM  Chairman 
Louis  Gerstner's  older  brother,  quot- 
ing Dick  as  saying  he  wanted  to  run ; 
young  technology  firm.  He  got  4G 
offers.  Impressed  with  Telular's  tech 
nology  and  the  Motorola  deal 
Gerstner  signed  on  as  chief  executive 
in  November.  Jim  Phillips  is  numbei 
two;  De  Nicolo,  who  retains  a  15°/ 
stake,  is  chairman. 

With  Gerstner's  name  on  the  deal! 
Lehman  Brothers  and  Alex.  Brown  & 
Sons  easily  sold  17.5%  of  the  company 
to  the  public  in  January,  raising  $8( 
million. 

Though  Telular  had  an  operating 
loss  of  $7  million  on  $21  million  ir 
sales  in  1993,  the  market  now  value 
the  company  at  $430  million.  Then 
has  been  plenty  of  news  to  buoy  thi 
stock.  At  the  cellular  industry  trad< 
show  in  San  Diego  in  early  March 
Telular  announced  deals  with  U 
West,  Northern  Telecom  and  L.M 
Ericsson.  AT&T  is  using  Telular's  tech 
nology  in  special  encrypted,  secur< 
cellular  phones. 

"From  the  moment  I  met  Telular, 
became  enchanted  with  the  compa 
ny,"  says  Gerstner,  now  54.  "I  like* 
the  industry  they  were  in — wireless 
liked  the  court-tested  set  of  patents 
liked  the  fact  that  Motorola  had  mad 
an  investment;  liked  the  tremendou 
opportunity  in  international  market 
where  I  had  spent  seven  years  of  m 
life.  I've  been  delighted  so  far." 

Forbes  ■  March  28,  199 


Bean  counting  has  its  place  in  business,  but  you  have  to 
worry  about  the  quality  of  the  beans,  too.  Consider  the 
saga  of  James  Bennett  and  Piccadilly  Cafeterias. 

Lumpy  mashed 
potatoes,  yuck! 


By  William  M.  Stern 

ifou  can  carry  bean  counting  too 
far.  Because  his  former  boss  did, 
fames  Bennett  quit  a  good  job. 
I  It  all  began  at  a  meeting  at  the 
Baton  Rouge  headquarters  of  Picca- 
dilly Cafeterias,  Inc.  in  1986. 

Then  chief  financial  officer  of  die 
Southern  restaurant  chain,  Bennett 
istened  as  Piccadilly's  chief  executive 
knnounced  plans  to  change  the  recipe 


for  chocolate  pie,  the  most  popular 
dessert  on  the  menu.  The  change 
would  save  a  few  pennies  a  slice. 

"I  asked  him,  'Why?1  There  was  no 
testing,  nothing.  I  walked  out,  called 
my  broker,  sold  my  Piccadilly  stock 
and  quit." 

He  was  right  to  walk  out.  After 
chocolate  pie,  it  was  fried  shrimp  and 
mashed  potatoes.  Where  it  was  possi- 


ble to  cut  costs  by  skimping  on  quali- 
ty, Piccadilly  did  it.  Lemon  pie  was  no 
longer  made  from  scratch,  but  rather 
from  filling  ladled  out  of  48 -pound 
buckets.  Piccadilly's  trademark  8- 
ounce  chopped  beef  steak  was  re- 
placed with  a  7-ouncer. 

Tt  worked  for  a  while.  Between 
1987  and  1989,  profits  increased 
24%,  to  $1 1 .3  million.  But  customers 
noted  the  difference.  Louellen  Willis 
and  her  husband,  Alwyn,  ate  at  the 
Piccadilly  in  Lake  Charles,  La.  every 
Sunday  after  church  for  12  years. 
Then,  a  few  years  ago,  she  says,  things 
turned  bad.  "'Them  mashed  potatoes 
got  lumpy  and  didn't  taste  fresh," 
says  Willis,  "and  those  pie  crusts 
weren't  flaky  but  got  mushy." 

The  Willises  were  not  alone;  cus- 
tomers who'd  grown  up  on  Piccadil- 
ly's meals  began  staying  away,  and  in 
1990,  sales  per  cafeteria  began  head- 
ing south.  In  the  fall  of  1991 ,  after  48 
consecutive  years  of  profits,  the  com- 
pany posted  its  first  quarterly  loss. 
Piccadilly's  shares,  which  fetched  $22 
(split-adjusted)  on  the  day  Bennett 
walked  out,  fell  to  $6.  Had  he  waited 
to  sell  his  shares,  Bennett  would  have 
netted  less  than  $400,000,  instead  of 
the  $1 .35  million  he  actually  received. 

Unlike  Bennett,  Julia  Hamilton, 
now  73,  didn't  walk  away.  The  only 
child  of  Piccadilly  founder  Tandy 
Hamilton,  she  finally  had  enough  in 
early  1992.  She  and  the  board  of 
directors  dumped  the  chief  executive 
and  put  in  a  call  to  Bennett.  He  had 
spent  the  intervening  time  managing 
his  own  and  friends'  money,  but  Ben- 
nett was  itching  to  get  back  in  the 
saddle.  Within  hours,  he  drew  up  an 
eight-page  memo  on  how  to  fix  the 
restaurant  chain  and  signed  on  as  the 
new  chief  executive. 

A  Lake  Charles  native,  Bennett, 
who  is  now  5 1 ,  ate  his  first  meal  at  the 
local  Piccadilly  when  he  was  just  8. 
After  earning  an  M.BA.  from  the 
University  of  Virginia's  Darden 
School  in  1972,  he  signed  on  at  Picca- 
dilly as  an  assistant  to  the  president,  in 
Baton  Rouge,  where  he  also  worked 
closely  with  Chairman  Tandy  Hamil- 
ton. In  1978  Hamilton,  who  died 
three  years  later,  named  Bennett  chief 
financial  officer. 

So  Bennett  knew  well  the  model  he 
wanted  to  restore.  Out  went  the 
"heat-and-eat"  concept  of  his  prede- 
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//  takes  only  seconds 
to  appreciate  the  full 
performance  capabilities 
of  its  295-hp  Northstar 
System. 


Imagine  you  just  stepped  on 
the  accelerator  of  an  Eldorado 
Touring  Coupe  with  the 
Northstar  System  by  Cadillac. 
You  feel  the  surge  of  its 
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Eldorado     Touring  C 

Creating  A  Higher  Standard 


The  feedback  from  the  Speed- 
sensitive  Steering  grows  pro- 
gressively firmer  as  you  quickly 
bass  100  mph.  Of  course,  you 
vouldn't  really  do  this  because 


you're  not  a  professional  driver 
on  a  closed  track.  But  if  you 
were,  the  full-range  Traction 
Control  assures  maximum  grip 
as  you  approach  150  mph. 


I  IN  A  MATTER 


OF  SECONDS, 


IX  CREATES 


A  HIGHER 


STANDARD. 


Always  wear  safety  bells,  even  with  ait  bags  CIWtiM  Corp.  All  tights  tesctved.  CADILLAC®  ELDORADO.  NORTHSTAR, 


omnnnu  luun  unn  Duoincoo 


cessor,  back  in  came  Tandy  Hamil- 
ton's good  old  southern  recipes, 
which  were  still  kept  in  the  founder's 
file  box  at  the  head  office.  "That  was 
the  Piccadilly  I  grew  up  in,"  recalls 
Bennett. 

Bennett  wasn't  against  change  as 
change.  For  almost  30  years  Piccadilly 
served  its  meals  on  old  fashioned 
plates  with  slightly  raised  dividers — 
roast  beef  in  one  section,  black-eyed 
peas  and  turnip  greens  in  the  other 
two.  Bennett  scrapped  the  old  plates 
and  began  serving  vegetables  in  indi- 
vidual bowls.  This  small  change  saves 
valuable  seconds  in  moving  the  cus- 
tomers' trays  down  the  serving  line, 
since  a  single  plate  no  longer  has  to 
awkwardly  wind  its  way  from  server  to 
server  until  it's  full.  With  this  and 
other  incremental  changes,  Piccadilly 
can  now  serve  400  customers  an  hour, 
versus  260  three  years  ago. 

Bennett  is  now  refurbishing  25  caf- 
eterias a  year,  at  $500,000  per  unit. 
"We're  spending  whatever  it  takes  to 
make  'em  look  nice;  that's  what  Mr. 
Hamilton  did,"  says  Bennett. 

Though  the  137-store  chain  does 
virtually  no  advertising,  word  is  get- 
ting around  that  the  old  Piccadilly  is 
back.  Customer  counts  at  the  refur- 
bished cafeterias  are  up  over  15%.  In 
fiscal  1993  (ended  June  30),  the  com- 
pany posted  a  profit  of  $4.8  million, 
or  49  cents  a  share,  on  sales  of  $271 
million.  John  Lawrence,  a  restaurant 
industry  analyst  at  Principal/EGT  in 
Dallas,  expects  earnings  to  jump  to 
$8.2  million,  or  82  cents  a  share,  this 
year,  on  sales  of  $281  million.  Picca- 
dilly's New  York  8tock  Exchange- 
listed  shares  have  more  than  doubled, 
to  a  recent  $14. 

Yet  Bennett  did  nothing  remark- 
able: just  improved  the  quality  of  the 
product  a  bit  and  fixed  the  places  up. 
Which  goes  to  show  that  no  matter 
how  smart  your  bean  counters  are, 
you  can't  run  a  business  on  a  spread- 
sheet alone. 

Modestly — and  perhaps  wisely, 
since  the  Hamilton  family  still  owns 
23%  of  the  stock — Bennett  gives  most 
of  the  credit  to  the  deceased  founder. 
"It  doesn't  take  a  genius  to  figure  out 
that  Mr.  Hamilton  knew  a  little  some- 
thing about  running  cafeterias,"  he 
says  in  his  thick  Texas  twang.  "I'm 
just  going  back  to  ways  that  have 
always  worked."  00 
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Jonathan  Wayne  admits  he  has  a  short  attention  span, 
At  40,  with  two  big  successes  behind  him, 
he's  itching  to  try  something  else. 


The  long 
of  tattoos 


By  Lisa  Gubernick 

In  1979,  when  he  was  26,  Jonathan 
Wayne  dropped  out  of  a  doctoral 
program  in  psychology  at  Southern 
Methodist  University.  He  did  it  reluc- 
tantly. "I  needed  to  support  a  wife 
and  child,"  says  Wayne.  He  took  a  job 
as  a  salesman  with  his  father's  Dallas- 
based  auto  accessories  business. 
It  turned  out  pretty  well,  though. 


Highgate  Products'  Jonathan  Wayne 
A  cheap  and  painless  way  to  be  hip. 


By  1984  Wayne  owned  two  Ferraris 
and  two  Mercedes;  a  year  later  he 
bought  the  business  from  his  father. 
Over  the  next  three  years  he  expanded 
the  product  line  and  pushed  sales  to 
$100  million  from  $60  million. 

"For  a  while  it  was  fun,  because  the 
stakes  got  higher  and  higher  and  there 


was  a  lot  of  money,"  he  says.  "But 
after  a  point  even  that  didn't  really  get 
the  adrenaline  flowing  anymore." 

In  1991  he  had  had  enough. 
Wayne  turned  over  day-to-day  oper- 
ating responsibilities  to  his  top  sales- 
man and  set  out  to  write  a  novel — "a 
rites-of-passage  thing,"  he  says, 
"with  a  macabre  twist."  After  six  hard 
months  at  the  typewrit- 
er, Wayne  took  his  wife 
on  a  weekend  vacation 
to  Big  Sur. 

There  the  couple  wan- 
dered into  the  Phoenix,  a 
local  Big  Sur  hippie  shop. 
Among  die  incense  and, 
crystals,  Wayne  stumbled 
across  a  collection  of  fake 
tattoos:  dragons,  rosea 
and  daggers  that  rubbed 
on  with  alcohol  and  last- 
ed a  day  or  so.  He 
bought  a  dozen  at  $4 
apiece — and  suddenly 
his  business  juices  werd 
flowing  again. 

Here,  he  thought,  wasi 
a  potential  mass-market 
item.  With  fake  tattoos, 
kids  could  mimic  the 
members  of  Guns  N' 
Roses,  Red  Hot  Chili 
Peppers  and  other  rock 
bands    whose  players 
sported  real  tattoos.  Un- 
like real  tattoos,  these  were  cheap  an 
painless.  "The  perfect  impulse  buy," 
says  Wayne. 

Wayne  named  his  company  High 
gate   Products — after  the  London 
cemetery — and  contacted  the  suppli-I 
er  of  the  tattoos  he'd  bought  in  Big 
Sur.  He  bought  about  six  months  of 
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Every  man  over  50  should  rake  rhis 

PROSTATE  TES 


tkjoll^ 
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If  you  answered  "yes"  to  any  question,  you  should  see  your  doctor. 
You  may  be  experiencing  the  symptoms  of  a  condition  called 
benign  prostatic  hyperplasia  (BPH),  which  is  an  enlargement  of 
the  prostate  gland. 

Affecting  one  out  of  three  men  over  the  age  of  50,  symptomatic 
BPH  can  be  caused  by  a  tightening  of  muscles  inside  the  prostate. 
These  tightened  muscles  can  slow  the  flow  of  urine,  leading  to 
the  kinds  of  urinary  symptoms  described  above. 

There  are  three  basic  treatment  options  for  symptomatic  BPH: 
"watchful  waiting,"  which  entails  having  regular  checkups 
over  time;  surgery;  and  medication. 

HYTRIN:  A  New  Treatment  Option 

HYTRIN  is  a  once-a-day  medication  that  can  rapidly  treat 

bothersome  BPH  symptoms.  HYTRIN  works  by  relaxing  the 


muscles  that  have  tightened  in  the  prostate,  increasing 
urine  flow  and  decreasing  urinary  symptoms.  With  HYTRIN, 
you  can  see  improvement  in  2  to  4  weeks. 

HYTRIN  can  cause  a  sudden  drop  in  blood  pressure  at 
the  beginning  of  treatment  (or  if  you  miss  doses  and  then 
start  taking  the  medication  again).  You  may  feel  dizzy,  faint, 
or  "light-headed,"  particularly  after  getting  up  from  a 
chair  or  bed. 

If  you  have  any  urinary  symptoms,  see  your  doctor. 

Only  your  doctor  can  properly  diagnose  symptomatic  BPH 

(or  other  conditions  such  as  prostate  cancer). 

And,  only  your  doctor  can  treat  your  bothersome  BPH  symp- 
toms with  HYTRIN.  For  FREE  information  on  symptomatic 
BPH  and  HYTRIN,  please  call  1  800  886  5855 


Please  see 

patient  information 

on  adjacent  page. 
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PATIENT  INFORMATION 
ABOUT 
HYTRIN®  (HI-TRIN) 

Generic  Name: 
terazosin  (ter-A-zo-sin) 
hydrochloride 

When  used  to  treat 
BENIGN  PROSTATIC 
HYPERPLASIA  (BPH) 

Please  read  this  leaflet  before  you  start  taking 
HYTRIN.  Also,  read  it  each  time  you  get  a  new  pre- 
scription. This  information  should  NOT  take  the  place 
of  a  full  discussion  with  your  doctor.  You  and  your 
doctor  should  discuss  HYTRIN  and  your  condition 
before  you  start  taking  it  and  at  your  regular  check- 
ups. 

HYTRIN  is  used  to  treat  benign  prostatic  hyperplasia 
or  BPH.  HYTRIN  is  also  used  to  treat  high  blood  pres- 
sure (hypertension).  This  leaflet  describes  HYTRIN 
only  as  a  treatment  for  BPH. 

What  is  BPH? 

The  prostate  is  a  gland  located  below  the  bladder.  It 
surrounds  the  urethra  (you-REETH-rah),  which  is  a 
tube  that  drains  urine  from  the  bladder.  BPH  is  an 
enlargement  of  the  prostate  gland.  The  symptoms  of 
BPH.  however,  can  be  caused  by  an  increase  in  the 
tightness  of  muscles  in  the  prostate.  If  the  muscles 
inside  the  prostate  tighten,  they  can  squeeze  the  ure- 
thra and  slow  the  flow  of  urine.  This  can  lead  to  symp- 
toms such  as: 

•  a  weak  or  interrupted  stream  when  urinating 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  of  delay  when  you  start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night,  or 

•  a  feeling  that  you  must  urinate  right  away. 
Treatment  options  for  BPH 

There  are  three  main  treatment  options  for  BPH: 

•  Program  of  monitoring  or  "Watchtul  Waiting". 
Some  men  have  an  enlarged  prostate  gland,  but  no 
symptoms,  or  symptoms  that  are  not  bothersome. 
If  this  applies,  you  and  your  doctor  may  decide  on 
a  program  of  monitoring  including  regular  check- 
ups, instead  of  medication  or  surgery. 

•  Medication.  There  are  different  kinds  of  medica- 
tion used  to  treat  BPH.  Your  doctor  has  prescribed 
HYTRIN  for  you.  See  "What  HYTRIN  does" 
below. 

•  Surgery.  Some  patients  may  need  surgery.  Your 
doctor  can  describe  several  different  surgical  pro- 
cedures to  treat  BPH.  Which  procedure  is  best 
depends  on  your  symptoms  and  medical  condi- 
tion. 

What  HYTRIN  does 

HYTRIN  relaxes  the  tightness  of  a  certain  type  of 
muscle  in  the  prostate  and  at  the  opening  of  the  blad- 
der. This  may  increase  the  rate  of  urine  flow  and/or 
decrease  the  symptoms  you  are  having. 

•  HYTRIN  helps  relieve  the  symptoms  of  BPH.  It 
does  NOT  change  the  size  of  the  prostate,  which 
may  continue  to  grow.  However,  a  larger  prostate 


does  not  necessarily  cause  more  or  worse  symp- 
toms. 

•  If  HYTRIN  is  helping  you.  you  should  notice  an 
effect  on  your  particular  symptoms  in  2  to  4  weeks 
of  starting  to  take  the  medication. 

•  Even  though  you  take  HYTRIN  and  it  may  help 
you,  HYTRIN  may  not  prevent  the  need  for 
surgery  in  the  future. 

What  you  should  know  while  taking 
HYTRIN  for  BPH 

WARNINGS 

HYTRIN  Can  Cause  A  Sudden  Drop  in  Blood 
Pressure  After  the  VERY  FIRST  DOSE.  You  may 

feel  dizzy,  faint,  or  "light-headed"  particularly  after 
you  get  up  from  bed  or  from  a  chair.  This  is  more 
likely  to  occur  after  you've  taken  the  first  few  doses, 
but  can  occur  at  any  time  while  you  are  taking  the 
drug.  It  can  also  occur  if  you  stop  taking  the  drug  and 
then  re-start  treatment. 

Because  of  this  effect,  your  doctor  may  have  told  you 
to  take  HYTRIN  at  bedtime.  If  you  take  HYTRIN  at 
bedtime  but  need  to  get  up  from  bed  to  go  to  the  bath- 
room, get  up  slowly  and  cautiously  until  you  are  sure 
how  the  medicine  affects  you.  It  is  also  important  to 
get  up  slowly  from  a  chair  or  bed  at  any  time  until  you 
learn  how  you  react  to  HYTRIN.  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the 
effects  of  the  medication.  If  you  begin  to  feel  dizzy,  sit 
or  lie  down  until  you  feel  better. 

•  You  will  start  with  a  1  mg  dose  of  HYTRIN.  Then 
the  dose  will  be  increased  as  your  body  gets  used 
to  the  effect  of  the  medication. 

•  Other  side  effects  you  could  have  while  taking 
HYTRIN  include  drowsiness,  blurred  or  hazy 
vision,  nausea,  or  "puffiness"  of  the  feet  or  hands. 
Discuss  any  unexpected  effects  you  notice  with 
your  doctor. 

Other  important  facts 

•  You  should  see  an  effect  on  your  symptoms  in 
2  to  4  weeks.  So,  you  will  need  to  continue  seeing 
your  doctor  to  check  your  progress  regarding  your 
BPH  and  to  monitor  your  blood  pressure  in  addi- 
tion to  your  other  regular  check-ups. 

•  Your  doctor  has  prescribed  HYTRIN  for  your 
BPH  and  not  for  prostate  cancer.  However,  a  man 
can  have  BPH  and  prostate  cancer  at  the  same 
time.  Doctors  usually  recommend  that  men  be 
checked  for  prostate  cancer  once  a  year  when  they 
turn  50  (or  40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  even  if  you 
are  taking  HYTRIN.  HYTRIN  is  not  a  treatment 
for  prostate  cancer. 

•  About  Prostate  Specific  Antigen  (PSA).  Your 
doctor  may  have  done  a  blood  test  called  PSA. 
Your  doctor  is  aware  that  HYTRIN  does  not 
affect  PSA  levels.  You  may  want  to  ask  your  doc- 
tor more  about  this  if  you  have  had  a  PSA  test 
done. 

How  to  take  HYTRIN 

Follow  your  doctor's  instructions  about  how  to  take 
HYTRIN.  You  must  take  it  every  day  at  the  dose  pre- 
scribed. Talk  with  your  doctor  if  you  don't  take  it  for 
a  few  days,  you  may  have  to  restart  it  at  a  1  mg  dose 
and  be  cautious  about  possible  dizziness.  Do  not  share 
HYTRIN  with  anyone  else;  it  was  prescribed  only  for 
you. 

Keep  HYTRIN  and  all  medicines  out  of  the  reach  of 
children. 

FOR  MORE  INFORMATION  ABOUT  HYTRIN 
AND  BPH,  TALK  WITH  YOUR  DOCTOR, 
NURSE,  PHARMACIST  OR  OTHER  HEALTH 
CARE  PROVIDER. 
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production — over  a  million  sheets  ol 
tattoos.  Wayne  packaged  each  sheet 
of  tattoos  in  a  small  plastic  case.  He 
then  ordered  4,000  counter  racks 
bringing  his  investment  to  $1.2  mil 
lion.  "It  defied  all  business  sense,' 
says  Wayne.  "I  was  buying  units  be 
fore  I  had  any  distribution." 

With  a  friend  from  the  auto  busi 
ness,  Wayne  hit  the  road  and  started 
selling.  Margins  were  his  bait:  With  a 
suggested  retail  price  of  $4  for  a  pack 
et  of  three  to  five  tattoos,  a  Highgatc 
packet  offered  retailers  a  profit  ol 
almost  $2.50 — a  167%  gross  margin 
That  appealed  to  Michaels,  a  Texas 
crafts  store  chain,  and  to  Musicland,  a 
record  store  chain. 

Wayne  next  hired  a  dozen  sales 
representatives,  who  looked  for  dis- 
tributors, mostly  vendors  to  record 
stores.  He  also  extended  the  product 
line.  Through  licensing  deals  with  the 
National  Football  League,  Warner 
Bros.,  Hanna-Barbera  and  Nintendo 
Highgate  began  offering  fake  tattoos 
of  team  logos,  Bugs  Bunny  and  Daffy 
Duck,  the  Flintstones  and  the  Supet 
Mario  Brothers. 

In  the  first  eight  months  of  1992 
Highgate  turned  a  very  tidy  profit 
$1.2  million,  pretax,  on  over  $7  mil- 
lion in  sales. 

Wal-Mart  and  Kmart  also  came  onl 
board — and  this  proved  a  mixed 
blessing.  With  those  fat  margins  the) 
underpriced  Highgate's  smaller  cus 
tomers,  and  before  long  accounted! 
for  some  20%  of  Highgate's  overall 
revenues. 

Wayne  knew  from  his  auto  parts 
experience  the  dangers  of  growing 
too  dependent  on  a  few  big  custom 
ers.  So  less  than  six  months  after  he 
signed  on  the  big  chains,  Wayne  did 
the  unthinkable:  He  dropped  them 
"I'd  rather  have  3,000  active  ac- 
counts than  3,"  he  says.  Highgate 
now  has  4,000  accounts.  Some — in- 
cluding the  Army  &  Air  Force  Ext 
change  Service,  Tower  Records  and 
Music  Plus — are  big  chains,  but  none 
makes  up  more  than  10%  of  High 
gate's  estimated  $14  million  (1993 
sales)  business. 

Psychology,  auto  parts,  novel-writ 
ing  and  tattoos.  What  next  for  lona 
than  Wayne?  "I've  got  a  short  atten- 
tion span,"  he  says.  "I'm  ready  to  do 
something  else.  And  then  it's  back  to 
the  typewriter."  I 
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Learn  Why 
Investors  Just  like  You 
Diversify  Overseas 


The  answers  may  surprise  you,  especially  if  you've  always 
thought  international  investing  was  too  complex  or  specu- 
lative to  be  a  part  of  your  portfolio.  Now,  to  help  you  deter- 
mine what  kind  of  role  overseas  investments  can  play  in 
your  investing,  Fidelity  Investments  has  created  a  valuable 
new  common  sense  guide. 

Call  For  A  Free  Guide  About 
How  International  Investing 
Can  Work  For  You 

In  a  recent  study,  many  investors  felt  that,  on 
average,  nearly  one-fourth  of  their 
investments  should  be  overseas. 

And  their  number  one  reason 
was  diversification.' 

Of  course,  there  are 
other  reasons  for  looking 
overseas,  but  special 
risks  to  consider  as 
well.2  That's  why  Fidelity 
has  developed  Investing 
In  International  Stock 
Funds.  It's  a  comprehen- 
sive, easy-to-understand 
guide  to  exploring  opportunities 
outside  the  U.S.,  and  it's  available  to 
you  as  a  booklet  or  an  interactive  diskette 
for  DOS  or  Macintosh  personal  computers 
with  color  monitors.3 


Tow  Available 
On  Diskette 


What  You'll  Find  Inside  Fidelity's 
Common  Sense  Guide: 


"How  can  I  expand  growth  opportuni- 
ties while  reducing  my  overall  portfolio 
risk?" 


"Which  overseas  markets  have  out- 
performed the  U.S.  in  recent  years?' 


"What  impact  do  foreign  currencies 
and  political  and  economic  factors 
have  on  international  investments?" 


"How  can  I  determine  which  type  of 
international  fund  may  be  best  for 
me?" 


Call  for  your  free  booklet  or  interactive 
diskette.  Or  call  for  the  address  of  the  Fidelity 
Investor  Center  nearest  you  where  you  can 
discuss,  in  person,  how  overseas  investing  can 
help  you  meet  your  long-term  goals. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments" 


'Quantitative  research  studv  coikIm.   d  bv  an  independent  research  firm  on  behalf  of  Fidelity  Investments.  Interviews  were  conducted  with  404  Fidelity  current  or  prospec- 
tive international  investors  '      are  greater  risks  associated  with  international  investing  when  compared  to  I  S  markets.  'The  interactive  diskette  can  also  be  used  on 
computers  with  gray  scale  monitors.  For  more  complete  information,  including  charges  and  expenses,  on  any  Fidelity  international  fund,  call  for  a  free  prospectus  Read  it 
carefully  before  you  invest  or  spend  money.  Fidelity  Distributors  Corporation. 


AT  TOYOTA,  we're  committed  to  building  in 
America.  In  fact,  almost  half  the  Toyota 
passenger  vehicles  sold  in  America  are  built 
in  our  Kentucky  and  California  plants.  And 
over  the  last  three  years,  we've  doubled  our 


U.S.  made  parts  purchasing  to  over  $4.4  billion 
per  year.  From  our  manufacturing  facilities 
to  our  U.S.  research  and  design  centers, 
our  operations  here  provide  more  than 
16,000  direct  jobs  and  give  an  economic 
boost  to  communities  right  across  America. 


Toyota's  Camry  manufacturing  plant,   Georgetown,  Kentucky. 


INVESTING     IN    THE     THINGS     WE    ALL     G  A  R  E    ABOUT.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-B2,  New  York,  NY  10019. 


The  natural  gas  glut  in  California  is  a  boon  for  the  state's 
consumers,  but  it's  making  E!  Paso  Natural  Gas  Co.'s 
William  Wise  run  faster  just  to  stay  in  place. 

Pipeline  glut 


By  Christopher  Palmeri 


On  a  clear  day  William 
Wise  can  look  out  the  win- 
dow of  his  downtown  El 
Paso  office  and  see  black 
smoke  curling  up  from  the 
Samalayuca  power  plant  in 
neighboring  Juarez,  Mexi- 
co. As  a  jogger  and  a  moun- 
tain biker,  Wise  hates  the 
pollution  created  by  the 
high-sulfur  fuel  oil  that  the 
piant  burns.  As  chairman  of 
$908  million  (revenues)  El 
Paso  Natural  Gas  Co.,  one 
of  North  America's  largest 
transporters  of  natural  gas, 
Wise  is  eager  to  help  cleanse 
Mexico's  air  by  selling 
Mexican  power  plants  clean- burning 
natural  gas. 

"Mexico,"  says  Wise,  "is  the  larg- 
est new  natural  gas  market  in  North 
America." 

El  Paso  badly  needs  growth  mar- 
kets. The  company  is  the  largest  ship- 
per of  gas  to  California;  lesser  markets 
include  Phoenix  and  Las  Vegas.  Cali- 
fornia used  to  be  a  growth  market,  but 
over  the  last  three  years  Wise  and  his 
competitors  aggressively  built  new 
gas  pipelines  into  the  state,  with  the 
result  that  there  is  now  too  much 
transmission  capacity.  Space  on  pipe- 
lines is  being  discounted  heavily,  and 
the  amount  of  gas  that  El  Paso  actual- 
ly ships  to  California  is  shrinking  fast. 

Because  its  pipes  are  largely  depre- 
ciated and  tightly  run,  El  Paso  has  the 
lowest  transmission  rates  of  the  four 
major  pipelines  serving  the  state.  But 
gas  producers  in  Canada  and  Wyo- 
ming are  discounting  their  gas  to 
make  it  cheap  even  on  higher-cost 
lines  like  the  Kern  River  pipeline,  a 
joint  venture  between  Tenneco  and 
Williams  Cos.  In  contrast,  the  gas 
producers  that  supply  El  Paso  from 
Texas,  Oklahoma  and  New  Mexico 


William  Wise 
of  El  Paso 
Natural  Gas 
He  hopes  to 
compete  against 
one  of  his  biggest 
customers. 


can  get  good  prices  for  their  gas  by 
selling  it  to  customers  in  the  North- 
east and  Midwest. 

In  short,  the  producers  in  the 
Southwest  have  less  incentive  to  dis- 
count their  gas.  If  Wise  can't  get  new 
long-term  customers,  he'll  be  left 
with  two  unappetizing  choices:  ac- 
cept lower  transmission  margins  on 
his  excess  capacity,  or  ask  for  a  rate 
increase  from  his  remaining  custom- 
ers, which  might  cost  El  Paso  more 
market  share. 

The  problem  hasn't  yet  surfaced. 
Last  year  El  Paso  reported  strong 
earnings  of  $91  million,  $2.46  a 
share;  the  company's  stock  has  dou- 
bled, to  a  recent  $40  a  share,  since  El 
Paso  was  spun  off  from  Burlington 
Resources  in  March  1992.  Earnings 
this  year  and  next  should  be  at  least  as 
good:  Fixed -price  delivery  contracts 
with  its  two  biggest  customers — 
Southern  California  Gas  Co.  (a  sub- 
sidiary of  Pacific  Enterprises),  and 
Pacific  Gas  &  Electric  Co. — protect 
El  Paso's  current  transmission  mar- 
gins (averaging  33  cents  per  thousand 
cubic  feet  of  gas)  for  another  three 
vears  or  so.  But  then  the  contracts 


begin  to  expire. 

Right  now  neither  SoCal  Gas  nor 
PG&E  is  using  all  the  space  on  the  El 
Paso  pipeline  that  they  have  contract- 
ed for.  That's  because  their  big  indus- 
trial customers  are  buying  gas  directly 
from  Canada  and  Wyoming,  and 
transporting  it  on  other  pipelines. 
Currently  their  customers  are  eating 
the  cost,  but  as  the  contracts  with  El 
Paso  expire,  SoCal  Gas  and  PG&E  will 
most  likely  decline  new  contracts  cov- 
ering this  so-called  stranded  capacity. 

By  December  1997  El  Paso 
might  be  stuck  with  as 
much  as  1.4  billion  cubic 
feet  per  day  of  unused  ca- 
pacity on  its  pipeline  sys- 
tem. That's  about  27%  of  its 
present  total. 

As  an  alternative  to  Cali- 
fornia, Wise,  48,  has  high 
hopes  for  gas  sales  to  Mexi- 
co. Progress  is  expected  this 
year.  But  with  the  long  lead 
times  required  to  build 
generating  plants,  it  will  be 
some  time  before  Mexico 
contributes  meaningfully 
to  El  Paso's  bottom  line. 
So  Wise  is  pinning  his 
hopes  on  the  market  he  knows  best, 
California.  El  Paso  is  proposing  to 
build  a  $470  million  expansion  of  its 
400-mile-long  Mojave  pipeline.  It 
will  link  New  Mexico's  gas-rich  San 
luan  Basin  with  new  markets  in 
northern  California.  Wise  is  market- 
ing the  gas  directly  to  big  industrial 
users  like  the  Simpson  Paper  Co.  in 
San  Francisco,  and  municipalities  like 
the  city  of  Sacramento — much  to  the 
consternation  of  northern  Califor- 
nia's big  gas  distributor,  PG&E.  By 
cutting  out  PG&E,  Wise  can  offer  big 
customers  better  terms. 

Wise  says  he  has  signed  up  custom- 
ers for  all  the  Mojave  line's  new  capac- 
ity. Pending  federal  approval,  con- 
struction should  begin  early  next  year. 

If  gas  begins  to  flow  through  the 
new  Mojave  line  in  lanuary  of  1996, 
Wise  figures  he  will  be  able  to  replace 
most  of  whatever  business  he  loses 
from  SoCal  Gas  and  PG&E  as  their 
contracts  expire.  Additional  capacity 
that  comes  available  could  be  ab- 
sorbed by  fast-growing  markets  east 
of  California,  and  perhaps  Mexico. 
But  there's  not  much  room  for  error 
or  unpleasant  surprises.  WM 
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^member  the  vaudeville  routine  about  the  fellow  who  bankrupts 
mseif  appealing  a  $2  parking  ticket?  He  has  his  counterpart 
3  chap  who  tries  to  squeeze  out  every  last  dollar  in  deductions. 

Deductionitis 


Obsessive  compulsive  de- 
duction disorder.  Millions 
of  Americans  suffer  from  it. 
They  work  themselves  into 
a  sweat  every  April,  carrying 
every  possible  tax-minimiz- 
ing strategy  to  its  extreme. 
They  save  boxfuls  of  medi- 
cal receipts,  then  find  they 
have  too  much  income  to 
get  a  medical  deduction. 
They  fill  out  complex  forms 
for  foreign  tax  credits  and 
save  $15. 

Bad  enough  for  compul- 
sive deducters  if  they  waste 
Saturday  afternoons  they 
should  have  spent  on  the 
tennis  court.  But  about  half 
of  all  taxpayers  pay  tax  pre- 
parers fees  of  $50  to  $250 
an  hour  to  do  their  returns.  If  you're 
one,  think  twice  before  racking  up 
fees  for  time-consuming  tasks  that 
yield  little  or  no  tax  benefit. 

Here's  a  good  example  of  where 
people  overdo  it,  courtesy  of  Grant 
Thornton  CPA  Wesley  Fitzpatrick: 

Say  you  pay  estimated  taxes,  and 
you're  squeaking  by  on  the  minimum 
payments.  Then  you  get  an  unexpect- 
ed $10,000  capital  gain  in  December 
from  a  "tax-exempt"  bond  fund. 
That's  going  to  raise  vour  federal  tax 
bill  by  $2,800,  so  you  add  $2,800  to 
your  Jan.  15  estimated  tax  payment. 
Come  April,  you  get  hit  with  a  $75 
penalty  for  underpayment. 

That's  because  unless  it  hears  oth- 
erwise, the  Internal  Revenue  Service 
will  figure  that  the  $10,000  gain  was 
spread  evenly  across  the  year.  Thus  it 
thinks  you  should  have  forked  over 
three-fourths  of  the  additional  esti- 
mated tax  in  earlier  installments,  and 
only  a  fourth  of  it  in  January.  The  $75 
penalty  is  for  being  late  with  three 
installments. 

Not  fair,  you  say.  The  gain  was  all  in 
the  last  quarter.  So  you  have  your  CPA 
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body,"  says  Fitzpatrick. 

Some  paperwork  night- 
mares, of  course,  only  Con 
gress  can  fix.  We  know  one 
New  Jersey  parent  who 
pays  $50  in  taxes  per  quar- 
ter for  her  part-time  baby 
sitter,  but  $75  to  her  CPA  to 
do  the  paperwork.  She  has 
no  option,  however,  if  she 
ever  wants  to  be  Attorney 
General. 

But  in  plenty  of  other 
cases  there  is  another  op- 
tion— skipping  the  paper 
work.  Keep  your  1040  as 
\  simple  as  you  can.  Here  are 
some  ways. 

Foreign  tax  credits.  The 


popularity  of  global  funds 
makes  these  credits  com 


fill  out  Form  2210  to  claim  exemp- 
tion under  the  Annualized  Income 
Installment  Method.  Among  other 
things,  the  accountant  has  to  figure 
out  in  what  quarters  you  incurred 
each  of  your  itemized  deductions. 

You  save  yourself  the  $75  penalty. 
But  the  accountant's  bill  for  this  task 
is  $100. 

Such  things  are  the  bane  of  every 
good  tax  preparer's  existence.  All  they 
do  is  eat  up  time  that  raises  the  client's 
bill — and  hackles.  "It's  bad  for  every- 


mon,  but  small.  If  you  have  $10,000 
invested  in  the  Merrill  Lynch  Pacific- 
A  Fund,  for  example,  you  can  claim  all 
of  $21  for  1993.  In  theory,  a  credit  is 
about  three  times  as  valuable  as 
deduction,  since  it  reduces  your  taxes 
dollar  for  dollar.  But  claiming  this 
credit  on  Form  1116  will  take  you  an 
hour  or  more.  Douglas  Stives  of  Cur 
chin  &  Co.  in  Red  Bank,  N.J.  suggestsj 
taking  the  credit  as  a  deduction  in 
stead,  under  "Other  taxes  paid"  on) 
your  Schedule  A. 

Charitable  contributions.  If  you 
give  away  more  than  $500  in  personal 
property  such  as  old  clothes  or  a  sofai 
to  Goodwill,  Form  8283  must  be  filed 
along  with  an  itemized  list.  But  if  the 
donation  is  under  $500,  you  keep  the! 
list  yourself,  and  no  form  is  required. 
If  only  President  Clinton  had  deduct- 
ed less  than  $500  on  his  1986  return, 
the  Washington  Post  would  never  have 
been  able  to  reveal  that  he  deducted 
$2  each  for  giving  away  3  pairs  of  his 
used  underwear. 

Investments.  Here  the  killer  is 
tracking  basis,  the  adjusted  cost  used 
to  figure  capital  gains  and  losses  when 
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you  sell.  Unless  you  claim  a  zero  basis 
and  report  the  entire  sales  price  as  a 

:  taxable  gain,  there's  no  simple  cure 
here.  Especially  problematic  are 
stocks  and  mutual  funds  that  have 

t  been  held  a  long  time,  if  there  have 

I  been  splits,  stock  dividends  or  rein- 
!  vested  distributions.  ''These  are  an 
!  accountant's  nightmare,"  says  Stuart 

Kessler,  a  New  York  CPA.  "Sometimes 

I I  tell  clients  to  hold  them  till  they  die 
just  to  get  the  basis  step-up  and  avoid 
the  problems." 

So  let's  focus  on  prevention. 
First,  put  your  stocks  and  bonds  in 
one  brokerage  account. 

Second,  think  twice  before  you  buy 
unit  investment  trusts.  They  are  often 
liquidated  in  dribs  and  drabs  over 
fmany  years,  giving  rise  to  a  rat's  nest 
of  returned  principal,  capital  gains, 
j  interest  and  unapportioned  commis- 
isions.  Buy  an  open-end  mutual  fund 
[instead. 

Third,  buy  mutual  funds  from  one 
Ijof  the  20  or  so  vendors  that  automat- 
ically track  the  basis  of  customers' 
■shares.  Among  the  good  guys:  Put- 
jnam,  Vanguard  and  Scudder. 

Fourth,  don't  own  a  publicly  trad- 
jled  partnership  or  royalty  trust  unless 
jyou  have  a  large  investment,  say, 
|$  10,000.  Figuring  the  tax  can  easily 
|  add  $200  to  your  CPA  bill.  Also,  part- 
rnerships  have  a  habit  of  sending  out 
IK- 1  forms  late  in  the  season.  So  you 
I  fend  up  paying  peak- time  fees  to  your 
Hiccountant  for  the  entire  return. 

Harder  to  deal  with  are  burned-out 
H:ax  shelters,  usually  private  partner- 
ships, that  generate  passive  losses. 
| 'Cut  out  your  passive  losses  and  you 
jean  cut  your  preparer's  bill  in  half," 
Equips  Grant  Thornton  CPA  Thomas 
|  Ochsenschlager.  Unfortunately,  this 
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is  easier  said  than  done  (Forbes,  June 
22, 1992). 

Interest.  Never  take  out  a  loan 
whose  proceeds  you  are  going  to  use 
in  two  different  ways,  one  deductible 
(say,  for  a  business)  and  the  other  not 
(for  a  ski  trip).  The  tracing  rules  are 
frightful. 

Nondeductible  iras.  If  you  already 
own  one,  you  might  as  well  keep 
adding  to  it.  But  if  you  don't,  don't 
start  now.  If  you  have  any  deductible 
iras  at  all,  you  will  have  to  use  a 
tortured  apportionment  formula  ev- 
ery year  you  withdraw. 

Estimated  taxes.  If  you  think  you 
will  owe  a  penalty  for  underpaying 
estimated  taxes,  don't  figure  it.  Just 
pay  your  regular  tax  and  let  the  IRS 
send  you  a  bill.  If  you  pay  promptly, 
there's  no  penalty  on  the  penalty. 

Prevention  is  better  than  cure  here, 
and  it  comes  in  the  form  of  several 
simple  "safe  harbors."  Here's  the  one 
for  those  with  more  than  $150,000  in 
income.  Come  April,  multiply  your 
1993  tax  liability  (that's  the  whole 
shebang,  not  just  the  balance  due)  by 
110%.  From  this,  subtract  any  pro- 
jected withholding  taxes.  Divide  the 
balance  by  4,  and  make  four  timely 
estimated  tax  payments  of  this 
amount. 

This  protects  you  from  the  under- 
payment penalty  even  if  your  income 
shoots  up  and  you  owe  $1  million 
next  April.  It  won't  cost  much,  either. 
If  your  1993  taxes  were  $100,000 
and  you  end  up  owing  only  $105,000 
this  year,  not  $1 10,000,  you  will  have 
given  the  IRS  an  interest-free  loan  of 
$5,000  till  it  pays  your  refund.  Invest- 
ed in  a  tax-free  money  market  fund, 
that  $5,000  would  have  earned  may- 
be $50.  That's  probably  less  than  it 
would  cost  to  have  an  accountant 


devise  a  cleverer  strategy. 

Personal  exemptions.  Divorced  cou- 
ples often  squabble  over  who  gets  the 
personal  exemption  for  the  children. 
"You  wind  up  with  numerous  phone 
calls,  often  between  CPAs  who  are 
both  charging  for  their  time,"  says 
Stives.  "Then  it  turns  out  that  the  one 
who  wins — often  the  man — finds  he 
has  so  much  income  that  the  exemp- 
tions are  phased  out."  Spell  out  ex- 
emptions in  the  divorce  decree. 

Ceilings  and  floors.  Most  people 
have  to  be  close  to  dead  to  benefit 
from  the  medical  deduction,  since  it 
starts  at  7.5%  of  adjusted  gross  in- 
come. Casualty  and  theft  losses  start 
counting  only  at  10%  of  agi.  "Miscel- 
laneous deductions,"  such  as  for 
money- management  fees,  count  only 
to  the  extent  they  exceed  2%  of  agi. 
"Yet  people  making  $300,000  still 
hand  me  receipts  for  $50  safety  de- 
posit boxes,"  says  Carol  Hammond, 
an  Atlanta  CPA. 

Bookkeeping.  Don't  pay  your  ac- 
countant to  be  a  file  clerk.  Sort  your 
checks,  tally  totals  for  items  like  chari- 
table deductions  and  match  1099s 
with  those  from  last  year  to  see  if  any 
are  missing.  And  never,  ever  give  him 
more  than  one  way  to  figure  a  num- 
ber. "If  someone  gives  us  a  broker's 
year-end  statement  and  a  1099  and  a 
personal  ledger  all  showing  the  same 
transactions,  we'll  feel  compelled  to 
reconcile  them,"  says  David  Marcus 
of  New  York  City  CPAs  Paneth,  Haber 
&  Zimmerman.  "Invariably,  there 
will  be  discrepancies  that  take  lots  of 
time  and  fees  to  resolve." 

It's  worse  than  that.  Those  CPA 
fees  are  subject  to  the  2%  floor — so 
you  probably  can't  even  deduct 
them.  -L.S.  flfl 
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Moviemakers  are  discovering  that  Hollywood, 
not  London,  has  the  British  disease. 

Lavender  Hill 
Mob.  Not. 


By  Richard  C.  Morais 

Robert  De  Nircs  caravan  is  on  the 
studio  lot,  as  the  star  works  on  a  $26 
million  Frankenstein  film.  After  De 
Niro  goes,  Sylvester  Stallone  will  take 
over  the  lot  with  a  $60  million  flick 
based  on  the  cartoon  character  Judge 
Dredd.  Over  at  the  rival  studio,  Tom 
Cruise  is  making  a  vampire  film. 


Hollywood?  No.  London.  After  a 
long  hiatus,  the  London  film  industry 
is  coming  to  life  again.  "Since  last  fall 
we're  at  90%  of  capacity,"  says  Steve 
Jaggs,  managing  director  at  Pine- 
wood  Studios.  Same  goes  for  the 
Shepperton  Studios,  now  building 
two  new  stages.  Across  town  an  entre- 


Workshop  at  Shepperton  film  studios 
No  union  featherbedding. 
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preneur  is  resuscitating  the  Ealing 
Studios,  where  1950s  classics  The 
Lavender  Hill  Mob  and  Whisky  Galore 
came  to  life.  Only  the  Elstree  Studios, 
victim  of  an  overleveraged  real  estate 
developer,  are  still  in  trouble. 

The  weaker  pound  has  helped.  The 
sterling/dollar  ratio  has  been  stable 
for  the  last  18  months  at  1 .50,  which 
puts  Britain  back  in  the  game.  Pro- 
ducers tell  Forbes  that  at  current 
exchange  rates  a  top  production  man- 
ager costs  over  $5,000  a  week  in 
California,  at  most  $3,000  a  week  in 
London.  Assistant  directors  in  the 
U.S.  can  cost  over  $4,000  a  week,  but 
$2,700  tops  in  the  U.K.  "Fringe" 
benefits  can  add  10.4%  to  the  bill  in 
Britain,  compared  with  over  30%  in 
the  U.S. 

"The  difference  in  cost  between 
movies  made  in  California  and  those! 
made  in  the  U.K.  is  in  the  30%-to -35%i 
range,"  says  independent  producer 
Terence  Clegg,  currently  making  a  $7 
million  film  in  England  and  Ireland 
called  Circle  of  Friends. 

The  exchange  rate  is  only  part  of 
the  British  advantage.  Britain,  long 
the  home  of  rigid  unionism,  is  now 
more  flexible  than  the  U.S.  when  it) 
comes  to  eliminating  union  feather 
bedding.  A  few  months  before  the 
recent  explosion  in  demand,  eight 
independent  British  producers,  in- 
cluding Clegg,  had  faxed  a  three-page 
memo  to  major  Hollywood  produc- 
ers. The  memo  outlined  reasons  for 
coming  to  Britain,  particularly  the 
"flat  deal"  for  U.K.  technicians.  "N 
flat  deal  in  the  U.K.  means  just  that," 
wrote  the  producers.  "No  petty  cash 
no  nightwork  premium,  no  holiday 
credits,  no  golden  hours,  just  the  flat 
sum  for  five  or  six  days  of  work  pe 
week."  No  getting  bushwhacked  b] 
Hollywood  unions  in  the  middle  of 
shooting. 

Margaret  Thatcher  and  hard  times 
combined  to  create  a  new  reality  in 
the  British  film  industry.  "Effectively, 
there  are  no  unions  here,"  says  Lon 
don -based  Tim  Bevan,  cochairman  o 
PolyGram's  Working  Title  and  a  mak- 
er of  films  on  both  sides  of  the  Atlan- 
tic. "There  are  no  Teamsters.  No 
Directors  Guild  of  America  with  their  lade 
fairly  prohibitive  practices." 

Bevan  points  to  PolyGram's  Fout 
Weddings  and  a  Funeral,  the  film 
with  the  buzz  at  last  month's  Sun 
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Lavender  Hill  Mob 


For  years  Americans  have  diligently  tried  to  learn 
the  secrets  of  Japanese  manufacturing  success. 
At  Isuzu  Motors  these  days  it's  Japan's  turn  to  learn. 

Sullivan's  travels 


dance  Film  Festival  in  Utah.  Star- 
ring Andie  MacDowell  and  loaded 
with  fine  British  character  actors  like 
Simon  Callow  and  Rowan  Atkinson, 
the  Mike  Newell-directed  romantic 
comedy  cost  just  $6  million  to  make. 
"That  film  would  have  cost  twice 
as  much  to  make  in  the  U.S.," 
says  Be  van. 

Cheaper  British  technicians  don't 
mean  lower-quality  work.  Some  of 
the  most  technically  difficult  films  of 
the  1980s — such  as  Steven  Spiel- 
berg's Indiana  Jones  trilogy,  Batman 
and  Who  Framed  Roger  Rabbit — 


i'Four  Weddings  and  a  Funeral" 
Cost:  just  $6  million. 


were  all  made  in  British  studios. 

But  film  people  are  born  whiners. 
Despite  all  the  good  news,  many  Brit- 
sh  filmmakers  still  complain.  U.K.  tax 
luthorities  have  singled  out  the  film 
industry  for  extra-harsh  treatment, 
preventing  investors  from  writing  off 
upfront  expenses  immediately,  as  in 
bther  countries.  That  makes  it  tough- 
er to  get  homegrown  financing.  Nor 
does  the  nation's  distribution  net- 
work favor  inexpensive,  offbeat  films, 
I  he  specialty  of  the  London  filmmak- 
ers. And  there  are  no  special  govern- 
ment giveaways,  as  in  France  or  Ger- 
many, to  help  underwrite  little  films 
inn  Euro-angst. 

But  the  whining  doesn't  negate  the 
tacts.  Last  year  a  weird  British  film 
ialled  The  Crying  Game  stunned  the 
Academy  Awards;  this  year  In  the 
Vlame  of  the  Father,  a  controversial 
:Vnglo-Irish  film  based  on  the  Guild- 
lord  ira  bombing,  starring  Daniel 
Way- Lewis  and  Emma  Thompson,  is 
I  leading  contender.  Both  films  were 
ifnade  with  what  in  Hollywood  terms 
>  pocket  change.  So  were  Remains  of 
Die  Day  and  last  year's  Howards  End, 
lighly  successful  and  highly  ac- 
ilaimed  Merchant/Ivory  films.  ■■ 


By  Gale  Eisenstodt 

While  buying  from  it  passenger  cars 
and  trucks  for  marketing  here  and 
overseas,  General  Motors  long  paid 
scant  attention  to  Japan's  Isuzu  Mo- 
tors, in  which  GM  held  a  37%  interest. 
But  in  late  1991  Isuzu  shook  the  GM 
boardroom  with  a  $560  million  net 
loss  for  the  year.  Since  GM  consoli- 
dates Isuzu's  results  using  the  equity 
method,  gm's  share  of  Isuzu's  losses 
hit  the  Detroit  giant  right  in  the 
bottom  line  at  a  time  when  it  was 
struggling  to  regain  profitability. 

With  the  bad  news  out,  gm's  Jack 
Smith,  now  chief  executive  officer  but 


then  in  charge  of  international  opera- 
tions, hastily  dispatched  Donald  Sulli- 
van to  become  Isuzu  Motors'  execu- 
tive vice  president.  Until  then  the 
American  carmaker  had  no  one  in  an 
operational  position  at  Isuzu,  and  had 
only  4  of  Isuzu's  40  board  seats. 

Sullivan,  now  50,  took  on-line  au- 
thority for  corporate  planning  and 
manufacturing  at  the  $14  billion 
(sales)  manufacturer.  Chief  among 
Isuzu's  woes  when  Sullivan  deplaned 
was  its  passenger  car  business.  Primar- 
ily a  producer  of  trucks,  Isuzu  had 
built  up  capacity  to  supply  GM  with 
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U.S. -Japan  partners 


cars  in  the  early  1980s — just  in  time  to 
be  slapped  by  the  so-called  voluntary 
restraint  agreements  imposed  on  Jap- 
anese car  exports  to  the  U.S. 

Like  almost  all  of  Japan's  vehicle 
makers,  Isuzu  let  costs  get  way  out  of 
control  in  the  1980s,  when  it  seemed 
that  demand  would  grow  forever.  But 
when  the  yen  rose  and  Detroit  began 
making  better  cars,  demand  collapsed 
and  Isuzu 's  cost  structure  hung  like  a 
cement  block. 

Not  long  after  Sullivan  arrived,  he 
and  Isuzu's  newly  appointed  presi- 
dent, Kazuhira  Seki,  decided  to  pull 
Isuzu  out  of  passenger  car  production 
to  focus  on  recreational  vehicles, 
trucks  and  diesel  engines.  This  deci- 
sion rocked  some  applecarts  back  in 
Detroit.  GM  depended  on  Isuzu  to 
supply  its  Geo  Storm  model.  "The 
marketing  guys  at  Chevrolet  were  dis- 
appointed," admits  Sullivan.  "But 
the  business  people  at  GM  looking  at 
the  financial  liability  at  Isuzu  had  a 
different  feeling." 

Even  before  they  exited  passenger 
cars,  Sullivan  and  Seki  began  looking 
for  more  products  they  could  sell  to 
GM.  Example:  GM's  European  opera- 
tions soon  stepped  up  purchases  of 
Isuzu's  diesel  engines,  an  area  where 
Isuzu  has  strong  technology. 

Last  October  Isuzu  reported  a  net 
loss  for  the  year  of  just  $39  million — a 
pittance  considering  the  scope  of  the 
company's  problems  and  Japan's 
stalled  economy.  Sullivan  hopes  that 
by  the  end  of  the  current  fiscal  year 
(ending  Oct.  31)  Isuzu  will  report  a 
modest  operating  profit. 

Sullivan  also  brought  in  two  other 
senior  GM  men — Michael  Nylin,  who 
had  previously  worked  at  GM's  joint 
venture  with  Suzuki  Motor  in  Cana- 
da, and  Mark  Kenczyk,  a  GM  procure- 
ment expert. 

The  Detroit  team  is  now  tackling 
Isuzu's  high  costs,  using  experience 
gained  at  GM.  Example:  Traditionally, 
Isuzu  has  purchased  almost  all  of  its 
parts  in  Japan.  But  Kenczyk  says  there 
are  big  savings  to  be  made  by  taking 
advantage  of  the  high  yen  and  buying 
more  parts  overseas.  Kenczyk  is  help- 
ing set  up  a  global  procurement  sys- 
tem for  Isuzu. 

Nylin,  who  helps  direct  Isuzu's 
strategic  planning,  is  looking  with 
Sullivan  for  opportunities  to  coordi- 
nate Isuzu's  product  development 
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Meanwhile, 
back  at 
Ford/Mazda 


Like  Isuzu,  Ford's  Japa- 
nese partner,  Mazda  Motor 
Corp.,  also  got  itself  in 
deep  trouble — it  is  likely  to 
lose  $360  million  for  the 
year  ending  in  March.  As 
GM  did  with  Isuzu,  Ford 
has  sent  senior  executives 
to  help  straighten  things 
out  at  the  $23.6  billion 
(sales)  Japanese  auto- 
maker that  is  25%  owned 
by  Ford. 

In  certain  respects  the 
executives  Ford  recently 
dispatched — Henry  Wal- 
lace, Gary  Hexter  and  Ross 
Witschonke- — have  an 
easier  task  than  GM's  Don- 
ald Sullivan  at  Isuzu. 
Ford  and  Mazda  have  col- 
laborated more  than  GM 
and  Isuzu,  having  jointly 
developed  several  vehi- 
cles (among  them  Ford's 
Probe  and  Escort),  and 
Ford  has  learned  a  lot  from 
Mazda's  product  devel- 
opment techniques. 

Now  Ford  is  trying  to 
work  even  more  closely 
with  Mazda.  In  the  past 
the  two  companies  could 
never  agree  on  coopera- 
tion in  Europe.  Now  W. 
Wayne  Booker,  head  of 
Ford's  international  opera- 
tions, says:  "We  have 


more  capacity  in  Europe 
than  we  anticipated." 
That  means  Mazda  could 
use  some  of  the  excess. 
For  its  part,  Booker  says 
Ford  could  use  Mazda's 
new  plant  near  Hiroshima, 
currently  operating  at 
only  60%  of  capacity,  as  an 
Asian  production  base. 

Some  Mazda  execu- 
tives bristle  at  the  sugges- 
tion that  they  need  Ford's 
help  restructuring;  and 
they  are  irked  by  Japanese 
press  reports  that  Mazda 
has  "surrendered"  to 
Ford.  Mazda  President  Yo- 
shihiro  Wada  recently  de- 
scribed Henry  Wallace, 
who  is  now  a  Mazda  exec- 
utive vice  president,  as  his 
"assistant."  Perhaps 
aware  of  the  touchy  situa- 
tion, Ford  denies  specula- 
tion that  it  wants  a  control 
ling  stake  of  Mazda.  Ford 
officials  stress  Mazda's  in- 
dependence. 

In  the  end,  Americans 
weren't  too  proud  to  admit 
that  they  had  a  lot  to  learn 
from  the  Japanese.  It  re- 
mains to  be  seen  whether 
the  Japanese  can  bring 
themselves  to  admit  that 
they  can  learn  from  the 
Americans.         -G.E.  ■ 


and  production  with  GM.  A  joint 
gm/Isuzu  venture  in  Janesville,  Wis. 
began  producing  light  trucks  in  Feb- 
ruary. GM  supplies  the  gasoline  en- 
gines, an  area  where  Isuzu  is  weak, 
and  Isuzu  is  shipping  the  cab  and 
chassis  from  Japan.  The  product  will 
be  sold  under  both  organizations' 
nameplates. 

GM's  new  interest  in  its  old  partner 
arose  in  good  part  because  the  people 
in  Detroit  see  Isuzu  as  a  bridge  to  the 
developing  world,  where  Isuzu  al- 
ready has  a  strong  presence.  Sullivan 
wants  Asian  car  dealers  to  sell  Isuzu's 
1-ton  pickup  truck — "a  bread-and- 
butter  vehicle  in  Asia,"  he  says — 
alongside  GM  passenger  cars. 

Sullivan  is  careful  not  to  claim  total 
victory  at  Isuzu:  "I  am  proud  of  our 


success  at  Isuzu,  but  we  are  still  defin- 
ing success  as  eliminating  failure." 
Among  the  remaining  obstacles  is 
Isuzu's  total  debt,  extremely  high  at 
$7.4  billion. 

When  he  arrived  in  Tokyo,  Sullivan; 
spoke  virtually  no  Japanese.  Since 
then  he  has  been  tutored  and  says  he 
can  now  hold  a  simple  conversation 
But  after  more  than  two  years  iri 
Japan,  he  still  feels  like  a  stranger  in  an 
alien  land.  "Sometimes  I  feel  a  little 
disembodied,"  Sullivan  says.  "As  a 
non- Japanese  executive,  I  will  neveij 
feel  like  an  [Isuzu]  insider,  at  least  no) 
in  a  three-year  time  frame."  Still,  he 
has  demonstrated  that  while  Ameri- 
cans can  learn  a  good  deal  from  Japan 
the  learning  process  isn't  a  oneway 
street.  ■ 
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Introducing  a  better  view  from  your  Windows™  V— S 

Add  OS/2®  for  Windows  to  your  current  Windows  3.1  setup, 

and  get  more  from  Windows  than  ever  before. 
OS/2  for  Windows  lets  you  run 

your  DOS  and  Windows  programs.  In 

fact,  you  can  run  more  than  one  program 
[time —without  fear  of  frustrating  system  crashes 
J  like  before.  Finish  off  a  Freelance 
(Graphics®  presentation  in  one  window 
jwhile  you  send  a  1-2-3®  spreadsheet  by 

Fax  modem  in  another.  Make  entries 
f(in  Quicken® 
ri  without  wait- 
ing for  your 
^WordPerfect' 

document  to  finish  printing.  You 
can  even  launch  into  the  latest 
32-bit  OS/2  programs— right 
from  your  Windows  session. 
To  order  or  to  find  out  more, 
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Windows 


A  QUICKER  LOOK  AT  OS/2  FOR  WINDOWS: 

Increases  your  productivity:  run  more  than  one 
program  at  a  time  with  greater  speed  and  reliability. 

Brings  your  PC  up  to  speed:  exploit  the  32-bit 
power  and  performance  of  386SX  PCs  and  higher. 

Saves  you  money:  no  need  to  buy  various  utilities  to 
improve  Windows  performance. 

Gives  you  more  programs  to  choose  from:  run 

DOS,  Windows  and  OS/2  programs. 


should 


call  1  800  3-IBM-OS2. 

In  Canada,  cab1 
1  800  465-7999.  OS/2 
for  Windows  is  also 
available  at  local  software  dealers.  After  all, 
your  Windows  could  use  a  little  fresh  air. 

Operate  at  a  higher  level.™ 

look  into. 

This  ad  was  created  by  LINTAS  and  got  to  this  publication  on  time 
using  DOS,  Windows  and  OS/2  programs  running  on  OS/2.  IBM  and 
are  registered  trademarks  and  "Operate  at  a  higher  level" 
is  a  trademark  of  International  Business  Machines 
Corporation.  Windows  is  a  trademark  of 
Microsoft  Corp  All  other  products 
are  trademarks  or  registered 
trademarks  of  their 
respective  companies. 
©  1993  IBM  Corp. 


WITH  TAURUS  SHO, 
WHO  NEEDS  COFFEE  IN  THE  MORNING? 


FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 
AGAIN.* 


Skip  the  coffee.  There's  no  better 
way  to  begin  the  day  than  with 
a  serious  dose  of  Taurus  SHO. 
Right  there  in  your  garage  is  a 
24-valve  caffeine-free  wake-up 
call.  But  the  SHO's  stimulating 
qualities  are  not  limited  to  its 
performance  alone. 


SHO's  sleek  good  looks  are  a 
subtle  hint  at  the  power  that  lie 
within.  Then,  behind  the  whee 
you'll  notice  that  the  driver- 
oriented  instrumentation  and 
articulated  bucket  seats  are 
designed  so  your  attention  stay: 
on  the  road. 
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OPENING  PERFORMANCE. 

■is  220-horsepower  eye- 
*ier  will  turn  your  commute 
the  ideal  way  to  enjoy  speed- 
itive  variable-assist  steering 
the  newly  refined  four-wheel 
t-tuned  suspension.  And  since 
power  of  SHO's  24-valve 


DOHC  engine  is  balanced  by 
a  standard  anti-lock  braking 
system  and  dual  air  bags**  you'll 
be  able  to  concentrate  on  a 
world-class  driving  experience. 

Awaken  the  performance  driver 
within.  Ford  Taurus  SHO.  Your 
commute  will  never  be  the  same. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


"Based  on  1993  CY  manufacturers  reported  retail  deliveries. 
"Always  wear  your  safety  belt 


runuun  CAUimnut 

MONEY  &  INVESTMENTS 


eople  who  bet  on  the  yen  weakening  against 

he  dollar  have  taken  big  losses. 

Here's  why  the  yen  looks  likely  to  go  higher  still 

Follow  the 
bouncing  yen 


BY  ANDREW  J.  KRIEGER 
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ndrew  J.  Krieger  is  managing  director 
KB  Currency  Advisors,  Inc., 
foreign  currency  investment  management 
nd  hedging/overlay  firm 
ased  in  Fort  Lee,  N.J. 
e  is  author  of  The  Money  Bazaar. 


n  the  Feb.  28  edition  of  Forbes,  I 
'rote  about  the  inherent  instability  of 
ie  yen  and  recommended  the  pur- 
hase  of  a  June  99/87  strangle  for  a 
ost  of  106  ticks.  Dollar/yen,  which 
'as  trading  at  a  rate  of  108.50  at  the 
me  of  this  writing,  proceeded  to 
lunge  7V2  yen,  to  101 ,  in  a  matter  of 
ays.  The  strangle  jumped  in  value  to 
|50  ticks  before  the  yen  proceeded 
Ip  move  into  a  wild,  gyrating  range 
letween  102  and  107. 
I  The  initial  catalyst  for  the  yen's 
trge  was  the  dismal  failure  of  the 
J. S. -Japanese  bilateral  trade  talks, 
he  move's  power,  however,  was  ulti- 
lately  driven  by  the  disgorgement  of 
lassive  long  dollar  positions  held  by 
:veral  U.S.  hedge  fund  operators 
ho  were  finally  forced  to  cut  their 
rowing  losses  sustained  in  betting 
;ainst  the  yen. 

What  now?  As  the  U.S.  and  Japan 
ontinue  their  bickering,  the  yen 
ill  continue  to  bounce  around, 
ith  the  main  seller  of  yen  being  the 
ank  of  Japan  and  the  main  buyer  of 
:n  being  the  Japanese  exporters. 


Speculators  for  the  most  part  seem 
to  have  been  flailing  around,  simply 
chasing  the  market  up  and  down, 
while  reacting  to  the  latest  political 
trade  rumors. 

In  the  longer  term  the  yen  seems 
destined  to  ultimately  rally  higher, 
unless  certain  structural  changes  oc- 
cur in  Japan.  One  such  change  would 
happen  if  the  Japanese  began  to  im- 
plement a  fiscal/monetary  policy  mix 
that  accommodates  a  massive  rise  in 
consumption  while  simultaneously 
truly  opening  their  markets  to  foreign 
imports.  Put  differently,  if  Japan  were 
to  replace  its  export- led  policies  with 
domestic-demand  generated  growth, 
then  the  yen  would  decline  in  value. 

Are  such  changes  likely?  No, 
Clinton  Administration  pressure 
notwithstanding.  Japan  is  not  likely  to 
ever  become  a  consumption  society 
like  the  U.S. 

But  can  Japan  bear  the  costs  of  a 
constantly  appreciating  yen?  Yes.  Ja- 
pan can  cope  with  currency  apprecia- 
tion surprisingly  effectively.  It  can  and 
does  do  so  by  continuing  to  reduce 
costs  through  greater  efficiency  and 
by  moving  farther  up  the  high-tech- 
nology scale,  producing  increasingly 
top-quality,  value-added  goods  not 
available  elsewhere.  As  Japan  contin- 
ues to  move  up  the  technology  lad- 
der, the  yen's  high  level  hurts  Japa- 
nese exports  less  and  less — except  in 
the  automobile  industry. 

The  savings  rate  in  Japan  remains 
stubbornly  high,  and  with  the  domes- 
tic economy  in  a  weakened  position, 
the  Japanese  will  invest  less  in  the 
West — no  more  movie  studios  or 
prestige  skyscrapers  here.  The  logical 
conclusion  is  that  the  money  flowing 
back  to  Japan  from  its  massive  trade- 
surpluses  will  tend  to  remain  there, 


creating  a  demand  for  yen.  The  Bank 
of  Japan  can  theoretically  offset  this 
demand  through  continued  interven- 
tion activities  in  which  they  sell  yen 
for  dollars,  but  the  central  bank's 
interest  in  accumulating  tens  of  bil- 
lions of  dollars'  worth  of  foreign  re- 
serves is  limited.  Furthermore,  unless 
the  boj  wants  to  flood  its  money 
supply  with  the  yen  it  sells  through  its 
intervention,  some  sterilization  activ- 
ities will  be  implemented,  which  will 
ultimately  offset  the  effects  of  the 
original  intervention. 

Japan's  refusal  to  consume  more 
and  to  save  and  invest  less  actually  has 
less  to  do  with  U.S. -Japanese  rela- 
tionships than  with  Japan's  strong 
resistance  to  being  inundated  by  man- 
ufactured goods  from  the  rest  of  Asia. 
This  development  would  ultimately 
shift  the  mantle  of  power  away  from 
Japan  so  that  it  would  lose  its  predom- 
inant role  in  the  area. 

Japan  would  much  sooner  face  a 
dollar/yen  rate  of  90  yen  with  all  of 
its  nasty,  deflationary  implications 
than  be  forced  into  a  less  powerful 
position  vis-a-vis  its  regional  competi- 
tors. This  attitude  is  based  on  Japan's 
deep-seated  attitudes  regarding  its 
security,  which  have  developed  over 
thousands  of  years. 

Longer  term,  the  Japanese  recog- 
nize the  beneficent  effects  of  a  stron- 
ger yen  and  are  thus  quite  willing 
(privately  and  unofficially)  to  endure 
some  of  its  shorter-term  hardships. 
The  stronger  currency  enforces  a  rig- 
orous discipline  and  efficiency  that 
ultimately  yields  a  more  robust  manu- 
facturing sector.  In  terms  of  purchas- 
ing power,  it  gives  the  Japanese  far 
greater  strength  on  a  global  basis. 

As  the  stronger  yen  weakens  Ja- 
pan's ability  to  export  to  the  West,  I 
think  it  will  encourage  Japanese  busi- 
ness to  invest  in  Asia  in  order  to  take 
advantage  of  the  lower  labor  costs 
there.  These  investments  will  in  turn 
help  Japan  gain  a  dominant  position 
in  these  fast-growing  markets  and 
mitigate  some  of  the  pressures  on  the 
yen.  Since  many  of  the  Asian  coun- 
tries have  currencies  at  least  partially 
tied  to  the  dollar,  Japan's  diversifica- 
tion in  Asia  will  enable  Japanese  busi- 
ness to  do  a  lot  of  manufacturing 
within  a  dollar  system.  For  now,  look 
for  continued  volatility  and  stay  with 
the  yen/dollar  strangle.  HR 
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In  a  harsh  world  of  tight  profit  margins,  can 

Michael  Spindler  keep  Apple  Computer's  head  in  the  clouds 

and  at  the  same  time  its  feet  on  the  ground? 


Apple's 

Mir.  Pragmatistf 


By  Julie  Pitta 

The  debate,  before  an  audience  of  300  per- 
sonal computer  cognoscenti  last  December, 
was  on  this  topic:  Will  Apple  Computer 
survive?  Arguing  pro  were  John  Doerr,  a 
partner  with  the  Kleiner  Perkins  venture 
capital  firm,  and  Roger  McNamee,  general  partner  at 
Integral  Capital  Partners.  Arguing  con:  consultants  An- 
drew Rappaport,  who  coauthored  The  Computerless 
Computer  Company,  and  Charles  Ferguson,  the  perennial 
IBM  bear. 

Pro:  The  Apple  Macintosh  is  a  special  breed  of  comput- 
er, with  a  cult  following  of  rabid,  long-term  owners.  They 
will  pay  extra  to  get  a  machine  that  is  innovative,  easy  to  use 
and  pretty  to  look  at. 

Con:  The  old  Apple  magic  is  gone.  Anything  that  an 
Apple  can  do,  a  clone  based  on  an  Intel  microprocessor  can 
now  do  just  as  well.  In  a  world  of  Windows,  Apple  will  be 
driven  to  the  wall. 

The  audience,  assembled  for  Technologic 
Partners'  PC  Oudook  conference  in  Burlin- 
game,  Calif,  exhibited  the  enthusiasm  for 
the  Macintosh  that  is  typical  of  nontechnical 
professionals  almost  everywhere.  Apple's  re- 
cent setbacks  had  scarcely  shaken  their  faith. 
Apple's  share  of  the  U.S  personal  computer 
market  is  only  14%,  but  80%  of  this  crowd 
declared  themselves  Mac  users.  They  voted 
the  Doerr-McNamee  team  the  winner.  Yes, 
they  proclaimed,  Apple  would  survive  and 
prosper  again . 


PowerPC  chip 
At  some  tasks 
it  will  beat 
Intel's  Pentium 


Out  in  the  real  world,  the  debate  goes  on:  Is  Apple  an)) 
longer  anything  special?  If  so,  it  had  better  come  up  with! 
something  excidng  very  soon,  because  the  first  version  o 
its  Newton  personal  assistant  was  something  of  a  flop  anq 
many  of  the  Mac's  special  features  have  been  copied. 

Compaq  thrives  without  products  that  are  particularly 
unique.  It  does  so  because  it  is  a  superbly  efficient 
manufacturer  and  distributor.  Dell,  for  all  its  recenl 
problems,  has  a  distribution  system  that  offers  fairly 
ordinary  products  at  a  good  price  and  with  excellem 
service.  IBM,  of  course,  is  IBM,  with  many  strengths  beyond 
the  personal  computer. 

But  what  is  Apple  unless  it  can  continue  to  provide  the 
extraordinary  user-friendliness  that  won  it  such  a  loyal 
following  among  the  nontechie  masses  of  consumers? 

Apple  is  a  company  built  by  visionaries — Steven  Jobs 
A.C.  (Mike)  Markkula  and  Stephen  Wozniak,  followed  b\ 
John  Sculley — men  who  spent  little  timfi 
worrying  about  such  banal  matters  as  staffing 
levels  and  squeezing  suppliers.  Michael  Spin 
tiler,  the  51 -year-old  engineer  who  has  beer 
running  the  company  since  last  June,  mus 
manage  the  difficult  task  of  keeping  his  heac 
in  the  clouds,  while  his  feet  are  planted  firmb 
on  the  ground. 

That  his  feet  are  firmly  planted,  Spindle 
has  left  no  doubt.  "Pragmatist"  is  one  of  hi 
favorite  words.  He  sprinkles  his  conversatior 
with  it.  Being  pragmatic  means  dealing  win 
the  world  as  it  is  rather  than  as  you  would  lik« 
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It  to  be.  Within  a  month  of  taking  over  as 
!:hief  executive  from  John  Sculley,  Spindler 
pegan  dealing  with  unpleasant  realities.  Out 
•he  door  never  to  return  went  2,100  of 
Apple's  13,000  permanent  employees.  Even 

Sill  Fernandez,  Apple's  first  employee,  re- 
portedly wasn't  spared.  "When  you're  hit 

vith  something  like  this,  you  have  to  take 
nction  very  swiftly,"  says  Spindler. 

What  Spindler  was  hit  with  was  competition  from  IBM 
i'C  clones  sporting  Microsoft's  Apple-like  software,  called 
i  Vindows.  Its  uniqueness  eroded,  Apple  had  to  cut  prices. 
^Macintosh  Quadra  800,  with  a  14-inch  color  monitor,  8 
megabytes  of  random  access  memory  and  a  230-megabyte 
:iard  drive  listed  for  $5,218  a  year  ago  and  lists  for  $4,308 
ioday.  Apple's  gross  profit  margin  has  dropped  from  43% 

n  the  last  quarter  of  fiscal  1 992  to  26%  for  the  same  period 
|n  fiscal  1993. 
With  a  margin  that  thin,  a  company  has  no  choice  but  to 

:ut  overhead.  Mike  Markkula,  53,  Apple's  cofounder, 


returned  as  chairman  after  Sculley's  depar- 
ture, his  second  stint  with  the  company  since 
its  founding  in  1977.  As  Markkula  puts  it: 
"We've  been  in  an  enviable  profit  position 
that  gave  us  the  luxury  of  being  able  to  take 
some  extra  chances  and  risks.  We  can't  do 
that  today." 

But  if  it  can't  take  as  many  risks,  Apple 
must  still  take  risks,  must  still  spend  heavily  for  new 
product  development.  "I'm  not  trying  to  curtail  innova- 
tion," Spindler  says,  "I'm  trying  to  bring  some  pragma- 
tism to  it.  We  will  stay  on  the  path  of  dreaming  up  new 
things.  You  have  to  dream,  but  then  you  have  to  put  a 
frame  on  it  and  ask,  'Is  this  realistic?'  " 

Apple  got  as  far  as  it  did — to  a  net  of  $86  million  on  sales 
of  $8  billion  in  the  fiscal  year  that  ended  last  September — 
by  innovating,  or  more  precisely,  by  popularizing  innova- 
tions. Often  the  inventions  were  not  its  own,  but  it  knew 
how  to  bring  them  to  the  masses.  Consider  the  graphical 
user  interface,  which  replaced  the  dry  and  precisely  rvped 


Apple  Chief  Executive 
Michael  Spindler 
"I'm  as  much 
of  a  dreamer 
as  anyone  else,  but 
I'm  also  a  realistic 
businessman." 
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The  Newton 

It  didn't  fly  as  a  revolu- 
tionary tool.  It  might  as 
a  merely  handy  one. 


verbal  commands  of  compering  systems  with 
a  collection  of  point-and-click  pictographs. 

This  latter  innovation  was  dreamed  up  two 
decades  ago  by  scientists  at  Xerox's  Palo  Alto 
Research  Center;  it  was  Jobs'  genius  to  capi- 
talize on  the  idea. 

The  mouse,  a  Stanford  Research  Institute 
invention,  showed  up  on  Apple  computers  in 
1983;  it  wasn't  available  on  the  IBM  personal 
computer  until  four  years  later.  The  Macin- 
tosh was  the  first  personal  computer  to  boast  fl^^BI 
stereo  sound  as  a  standard  feature,  in  1987.  It 
was  the  first  personal  computer,  in  1984,  to  incorporate 
networking  ability  as  part  of  the  operating  system  (the 
traffic-cop  control  software  that  helps  keep  a  computer 
organized). 

Apple  achieved  great  success,  not  because  it  threw  great 
sums  of  money  at  problems,  not  because  it  made  and 
followed  up  on  brilliant  technological  breakthroughs.  By 
using  imagination  it  made  standard  special  features  that 
users  of  rival  PCs  had  to  pay  for.  "The  Mac  wasn't  a 
radically  new  idea,"  Spindler  says.  "We  took  ideas  that 
were  out  there  and  brought  them  to  a  level  of  affordability 
for  the  average  person." 

Thus  did  Apple  create  fierce  brand  loyalty,  and  a  leading 
market  share  among  certain  kinds  of  users,  such  as  desktop 
publishers  and  developers  of  CD-ROM  multimedia  titles. 

But  Apple  users,  in  the  minority  almost  from  the  day 
that  IBM  began  selling  personal  computers  in  1981,  be- 
came an  isolated  group.  Their  machines  couldn't  talk 
easily  to  other  PCs,  since  Apples  were  built  from  Motorola 
microprocessor  chips,  incompatible  with  the  Intel  chips 
used  by  IBM  and  its  doners.  Adding  to  the  isolation  of  the 
Apple  crowd  was  the  company's  refusal  to  license  its 
operating  system  to  other  manufacturers.  Apple  wanted  its 
computers  to  be  unique.  That  they  were,  in  both  good  and 
bad  ways. 

It  was  true  that  if  you  wanted  a  machine  with  nifty 
graphical  and  audio  features,  an  Apple  Macintosh  was 
"affordable."  But  if  all  you  wanted  was  a  pragmatic  tool 
for  spreadsheets,  word  processing  or  most  business  appli- 
cations, then  an  IBM  clone  was  much  cheaper.  Apple  thus 
became  a  kind  of  niche  company,  able  to  charge  a  fair 
amount  extra  for  those  who  wanted  the  special  features 


RIGHT: 

Applesoft  Chief 
David  Nagel 
Under  Sculley  a 
project  was  never 
canceled. 


LEFT: 

Apple  Chairman 
Mike  Markkula 
Cofounder 
called  back 
during  crisis. 


Apple  offered.  Those  who  just  wanted 
machine  at  the  best  price — most  users — went 
elsewhere. 

But  competitors  started  to  catch  up.  Mi 
crosoft,  which  sells  operating  system  soft 
ware  for  IBM-style  machines,  used  the  picto- 
graph  idea  in  its  Windows  product.  Begin 
ning  four  years  ago,  the  Windows  interface 
began  to  look  very  good,  and  almost  indistin^ 
guishable  from  the  Mac  interface.  The  mouse 
is  now  standard  on  IBM-style  machines,  and 
sound    features    are    common.  Built-ir| 
networking  features  are  next.  Some  will  be  standard  with  £ 
version  of  Windows  that  Microsoft  will  probably  have  W 
ready  this  year. 

"Apple's  the  minority  standard,"  says  Microsoft  Chair 
man  William  Gates,  whose  Windows  outsells  Apple  7-to 
1 .  "That  means  they  have  to  keep  renewing  the  Macintosh 
advantage,  and  that  comes  down  to  technology."  Car 
Apple  keep  coming  up  with  nifty  technology? 

The  PowerPC  chip  is  the  technology  of  the  moment 
Like  others  before  it,  this  invention  isn't  Apple's,  but 
Apple  will  be  the  first  to  take  it  to  the  masses.  The  chip 
which  powers  a  new  line  of  Macintoshes  being  introduceci 
this  month,  has  a  reduced  instruction  set  that  enables  it  tc 
run  certain  repetitive  tasks  much  faster  than  chips  with  ; 
richer  instruction  set.  It  also  represents  the  first  importan 
breach  in  the  wall  separating  the  IBM  world  from  the  Apple 
world.  IBM  and  Apple  are  partners  in  the  development  oi 
this  chip. 

Reduced  instruction  set  computing  is  an  invention  from 
the  1970s — IBM's,  not  Apple's.  The  PowerPC  chip,  more 
over,  was  designed  by  IBM  and  is  being  manufactured  bi 
IBM  and  Motorola.  Still,  it  will  add  sex  appeal  to  Apple': 
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Friends  of  Apple 

Strategy  for  a  company 
struggling  with  depressed 
profit  margins:  Make 
friends,  not  enemies. 
Friends  can  pay  royalties 
or  chip  in  for  development 
projects. 

Nine  years  ago,  Apple 
Computer's  television  ads 
likened  IBM  customers  to 
lemmings  following  IBM  off 
a  cliff.  But  in  July  1992 
[IBM  and  Apple  became 
friends,  signing  a  devel- 
opment agreement. 

One  of  the  results  of 
that  deal  was  a  micro- 
i  processor  called  the 
PowerPC.  The  PowerPC 
iias  already  appeared  in 
!IBM  workstations  and  this 
nonth  debuts  in  a  new 
ine  of  Apple  Macintoshes 
\(see  story). 

Other  fruit  of  that 
agreement:  Taligent,  Inc. 
ind  Kaleida  Labs,  Inc., 
(wo  new  software  firms  that 
pegan  as  Apple  r&d  proj- 
ects, are  now  joint  ventures 
ivith  IBM. 

Taligent,  housed  in 
!|vhat  were  once  Apple  of- 


fices in  Cupertino,  Calif., 
is  working  on  operating 
systems  based  on  object- 
oriented  programming. 
OOP  replaces  the  step-by- 
step  instructions  found  in 
traditional  programming 
code  with  bundles  of  in- 
structions called  objects. 

Although  OOP  has  be- 
come a  fad  of  late  in  Silicon 
Valley,  its  roots  go  back 
to  the  1960s'  Swedish  pro- 
gramming language  Si- 
mula, which  was  based  on 
prefabricated  sections  of 
instructions  that  could  be 
used  over  and  over  again 
by  other  programs. 

If  object-oriented  pro- 
gramming lives  up  to  its 
billing,  it  will  enable  soft- 
ware developers  like  Lotus 
and  WordPerfect  to  up- 
date products  quickly.  It 
should  also  make  it  easier 
for  less  experienced  hands 
to  customize  off-the- 
shelf  software,  says  Joe 
Guglielmi,  a  veteran  IBM 
executive  who  now  serves 
as  Taligent's  chief  execu- 
tive officer. 

It  is  rumored  that  IBM 
and  Apple  have  already 


nass-market  boxes,  since,  for  now,  IBM  will  be  using  the 
I  :hip  only  in  engineering  workstations.  Motorola  is  making 
he  chip  very  affordable,  charging  manufacturers  $300  for 
he  part  in  low  volumes.  The  closest  rival  in  the  Intel  chip 
.amily,  the  top-of-the-line  Pentium,  goes  for  $675.  Thus 
nay  Apple  compete  on  price  with  Pentium -equipped  IBM 
||  lones  without  further  shredding  its  gross  profit  margin. 
I  Spindler  predicts  that  Apple  will  sell  1  million  PowerPC 
[Macintoshes  in  the  first  year.  It  will  be  a  while  before  all  of 
llhe  biggest- selling  application  programs  are  rewritten  to 
jlxploit  the  PowerPC's  features.  When  they  are  rewritten, 
llhey  will  run  perhaps  two  to  three  times  as  fast  as  some  of 
llhe  same  programs  do  on  Intel's  Pentium.  In 
llhe  meantime,  users  who  have  bought  older 
Jlersions  of  applications  for  older  Macs  can 
I  iiun  the  software  on  a  new  PowerPC  at  least  as 
[tst.  Also  available:  software  for  the  PowerPC 
F  Jlhat  will  enable  the  chip  to  run  Windows 
Ijpplications. 

I  Meanwhile,  Spindler  is  working  hard  to 
llevive  the  Newton,  a  $700  palmtop  comput- 
llr  that  was  introduced  last  summer  to  ex- 
tremely disappointing  reviews.  Using  a  Rise 
[irocessor  made  by  Advanced  Research  Ma- 


Taligent  Chief 
Joe  Guglielmi 

Forget  those  lemming  ads. 


poured  $85  million  into 
Taligent  and  will  have  to 
spend  that  much  again 
before  the  venture  starts 
selling  software  next  year. 
They  recently  went  to 
Hewlett-Packard  for 
help,  selling  a  15%  stake  for 
$17  million.  In  nearby 
Mountain  View,  the  much 
smaller  Kaleida  is  devel- 
oping an  OOP  software  tool 
called  ScriptX  to  help  de- 
velopers creating  multime- 
dia programs. 


Besides  taking  on  joint 
venture  partners,  Apple  is 
licensing  core  technology 
to  outsiders — a  step  that 
would  have  been  consid- 
ered heresy  in  the  Apple  of 
yore.  Its  Newton  archi- 
tecture, for  example,  will  be 
licensed  to  such  compa- 
nies as  Sony,  Toshiba  and 
Matsushita. 

The  Macintosh  may  be 
next  on  the  royalty  list  if 
Apple  can  find  a  trustwor- 
thy licensee.  Smart  busi- 
nesses don't  cling  to  out- 
dated strategies.  Apple  real- 
ized that  its  old 
exclusivity  is  no  longer 
viable.  -J. P.  ■■ 


The  Apple  Powerbook 
Portables:  once 
a  weakness, 
now  a  strength. 


chines,  of  Cambridge,  England,  the  Newton  was  sup- 
posed to  be  able  to  decipher  handwriting.  That  proved  to 
be  a  bigger  challenge  than  expected.  The  Newton's  brain 
garbles  human  scribbles,  creating  a  letdown  for  all  those 
buyers  who  had  heard  John  Sculley  proclaim  how  revolu- 
tionary the  technology  would  be.  So  far  Apple  has  sold 
only  80,000  of  the  devices. 

This  month  Spindler  brought  out  a  new  version  of 
Newton  for  $100  less,  with  an  upgraded  battery  and 
greater  ability  to  store  handwritten  notes  without  deci- 
phering them.  (The  notes  become  image  files  akin  to 
faxes.)  Spindler  is  also  getting  down-to-earth  in  marketing 
the  Newton.  Instead  of  selling  it  as  a  revolu- 
tion on  a  par  with  the  telephone,  he's  selling 
it  as  a  handy  tool  that  farmers  can  take  into 
the  field  or  grocery  clerks  into  a  stockroom. 

Then  what?  Spindler  intends  to  attack  the 
user  interface  again,  coming  up  with  exotic 
features  that  will  differentiate  Macs  from 
garden-variety  Intel-based  machines. 

"The  Mac  will  become  much  more  sim- 
ple," Spindler  says.  "It  will  [respond  to] 
speech  and  gesture  rather  than  keyboard  and 
mouse.  When  I  talk  about  speech  recogni- 
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A  PowerPC 
Macintosh 
Potent  computing 
for  the  masses. 


tion,  I  mean  more  that  just  'Close  that  file.'  I 
mean  understanding  meaning  and  context; 
for  example,  'Get  me  the  notes  of  yesterday's 
meeting  with  Tim.' " 

That's  the  old  Apple:  getting  there  first 
with  user-friendly  machines. 

It  may  well  be  that  Apple's  best  chance  in 
pushing  user- friendliness  lies  in  the  enter- 
tainment market,  as  computers  and  TVs  move 
closer  together  and  computers  become 
smart  televisions  that  let  the  information 
enter  the  living  room  for  use  by  technologi- 
cal illiterates. 

Apple's  first,  tentative  step  is  the  Mac  TV,  which 
appeared  last  year  and  combines  TV  and  computer  func- 
tions. Apple  also  has  a  prototype  of  a  box  that  will  decode 
data  delivered  over  telecommunication  lines  from  video 
servers — the  movies-on-demand  system  about  to  be  tested 
by  Oracle  Corp.  and  others. 

Meet  Donald  Norman,  a  professor  emeritus  of  cogni- 
tive science  at  the  University  of  California,  San  Diego  and 
author  of  the  book  The  Design  of  Everyday  Things.  Now  an 
Apple  "fellow,"  Norman  refers  to  himself  as  a  "user- 
experience  architect."  He  is  working  on  software  that  will 
transform  your  computer  into  a  servant  that  can  look  up  a 
series  of  articles  in  the  Library  of  Congress,  highlight  the 
important  parts  according  to  your  definition  of  what  is 
important  and  leave  them  in  an  alphabetical  stack  in  your 
computer  while  you're  reading  a  memo  that  a  colleague 
sent  to  you  electronically  the  night  before.  No  need  to  hire 
researchers  or  use  graduate  students.  Just  buy  an  assistant 
from  Apple. 

There's  a  dreamer  flavor  to  some  of  this,  and  that's  to  the 
good.  Spindler's  job  will  be  to  make  sure  that  these  dreams 
come  to  fruition  within  a  reasonable  time  frame  and  within 
a  reasonable  cost  structure.  Spindler  is  uncomfortable  in  the 
spotlight  that  Jobs  and  Sculley  both  basked  in;  he  lacks 
Jobs'  charisma  and  Sculley's  glitterati  connections.  But  he 
gets  respect  as  a  technologist,  with  a  master's  degree  in 
engineering  from  Germany's  Rheinische  Fachhochschule. 
"Good  engineers  could  snow  Sculley,"  says  one  Apple 


person.  "They  can't  with  Spindler." 

They  couldn't  and  didn't  when  Spindler 
was  Apple's  top  operations  man  for  three  and 
a  half  years  before  he  took  over  the  company 
He  cut  the  average  development  cycle  from 
24  to  9  months.  Since  taking  the  helm  he  has 
ordered  Apple's  think  tank,  the  Advanced 
Technology  Group,  which  accounts  for 
about  a  third  of  Apple's  many  patents,  to  get 
practical.  Where  there  were  open-ended 
deadlines  before,  Advanced  Technology  is 
now  under  orders  to  turn  well  over  50%  of  all 
projects  into  products  within  three  years.  That's  keeping 
technology  on  a  tight  leash,  but  tight  profit  margins 
impose  that  kind  of  discipline.  Under  Sculley  a  project  was 
never  canceled,  it  was  just  given  a  new  name,  says  David 
Nagel,  head  of  AppleSoft,  Apple's  software  division. 

A  typical  Spindler  innovation:  Engineers  must  nowl 
present  their  projects  for  review  before  a  board  of  Apple 
technologists  distinguished  by  the  fact  that  they  have) 
created  successful  products. 

Although  Apple  stock  has  recovered  smartly  from  itsj 
1993  low  of  22,  reached  last  fall  when  John  Sculley 
departed  as  chairman,  it  remains  down  by  50%  from  its 
alltime  high.  In  Wall  Street's  hardheaded  but  sometimes 
shortsighted  opinion,  this  is  now  a  second-rate  computet) 
company,  priced  in  the  market  at  roughly  half  of  annual 
sales  volume.  That's  less  than  half  the  ratio  accorded 
Compaq  and  Hewlett-Packard  (see  table). 

Spindler  is  out  to  prove  the  market  wrong.  When1 
speaking  in  his  native  German,  he  frequently  uses  the  worq 
mut.  The  word  means  courage,  which  is  what  it  took  tcj 
cancel  projects  and  fire  thousands  of  people.  But  mut  alscj 
means  spirit,  which  is  what  Steve  Jobs  had.  Spindleij 
promises  to  combine  the  two  kinds  of  mut. 

Scrambling  his  metaphors  but  speaking  with  greaj 
sincerity,  Spindler  sums  up:  "I  won't  mortgage  the  com 
pany's  future  by  amputating  the  things  that  Apple  stand 
for."  He  leaves  his  listener  in  little  doubt  about  hi 
determination  to  keep  in  Apple  that  magic  mixture 
imagination  and  pragmatism  that  made  it  great. 
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Apple  Computer, 
with  slightly  higher 
1993  sales  than 
Compaq,  has  only 
about  half  Com- 
paq's market  capi- 
talization. Once 
a  darling  of  Wall 
Street,  Apple 
has  fallen  from  fa- 
vor. Here  is  how 
the  top  computer 
stocks  stack  up 
on  various  finan- 
cial ratios:  price 
to  earnings;  price 
to  book  value; 
price  to  sales. 


Wall  Street  doesn't  like  Apple 

Est  1994 

Company  Recent        Sales     Market  value  — Earnings  per  share —       price/  Price*/ 

price         ($mil)        ($mil)         1993       1994  est     earnings     book  value 


Advanced  Logic  Research 

Apple  Computer  36%  7,977 

AST  Research  24  1,412 

Compaq  Computer  98%  7,191 


j  IBM  52%  62,716  30,596  -14.02  2.20  2 

•Sun  Microsystems  29%  4,309  3,127  1.49  2.15  1 

Tandem  Computers  14'/2  2,031  1,648  -4.61  0.97  1 

Unisys  13%  7,743  2,229  1.46  1.48 


LoRg.-tefffr  cjebt  plus  market  value  of  common  and  preferred  stock.  tCalculations  based  on  1992  book  value.  Nl 
■  Souicty.  Velue  Line  Database  Services:  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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We've  invested  millions 
of  dollars  in  the  design  of 
something  we  hope  you'll 
never  use.  Ironic,  isn't  it? 

Fire  sprinklers  are  curious  things. 
Invest  a  lot  of  money  and  time  in  their  design  and 
engineering,  and  if  you're 

really  fortunate,  they'll 
never  be  put  to  use.  But 
if  ever  one  is  activated, 
rest  assured  that  it's 
capable  of  preventing  the 
spread  of  fire  and  minimizing  its  damage. 

We  should  know.  We've  been  leading 
the  way  in  sprinkler  technology  since,  the  '80s. 
The  1880s,  that  is.  Allendale  Insurance  has  been  a 
leading  force  behind  the  development  of  modern 
sprinkler  technology  through  its  partnership  with 
Factory  Mutual  Engineering  &  Research. 

During  the  1970s,  Allendale  Insurance 

and  Factory  Mutual  developed  the  large  drop 
sprinkler,  which  greatly  limits  fire  spresd  and  allows 
■Customers  more  flexibility  in  the  use  of  their 
warehouse  storage  s;j    c . 


More  recently,  Allendale  led  the  way  in 
the  research  and  development  of  the  Early  Suppression 
Fast  Response  (ESFR)  sprinkler.  This  permits  higher 
storage  as  Well  H  the  storage  of  more  challenging 
commodities,  usually  without  subsequent  sprinkler 
retrofitting.  Instead  ofjust  controlling  high  intensity  fires, 
ESFR  sprinklers  can  actually  suppress  them,  normally 
for  half  the  cost  of  any  other  arrangement. 

And  now,  by  integrating  our 

decades  of  fire  research  with  current 
-European  sprinkler  designs,  we  have 
produced  benchmark  international 
fire  protection  guidelines.  The  result? 

A  flexible  approach  which  permits 

cost-effective  use  of  any  number  of 
technologies  anywhere  in  the  world.    \  \  • 

Allendale  is  not  just  an  %;I 

insurance  company.  We  work  to  help  you  prevent 
property  loss,  minimize  damage,  and  reduce 
disruptions  to  your  business. 

After  all,  your  business  is  changing 

every  day.  We  are  committed  to  helping  you 

anticipate  change,  manage  it,  and  to  stay  ahead  6f  it 
That  way,  we  can  offer  our  policyholders 


W,  solutions  for  their  particular  challenges. 


joo,  Johnston,  Kwout  Island,  02919. 


One  Of  The  World's  Largest  Banks  Asked  Us 


ake  Their  Wall  Street  PCs  Run  Better. 


Screaming.  Yelling.  Shouting.  It's  business  as  usual  on  the 
trading  floors  of  Wall  Street.  A  place  where  computer  downtime  isn't 
just  an  inconvenience.  It's  a  disaster.  One  hank  faced  not  only  trying 
to  maintain  hundreds  of  PCs  in  this  environment,  hut  thousands 
more  nationwide. 
So  they  gave 
BellSouth  a  call. 

We  told  th  em 
the  best  way  to 
service  their  PCs 

was  to  not  service  them  at  all.  To  let  BellSouth  do  it.  So,  they  turned 
to  us  for  their  service  solutions,  freeing  them  to  concentrate  on  the 
business  of  banking.  Instea  d  of  the  b  usmess  of  PC  maintenance. 

Tlirough  Dataserv,  Inc.,  a  BellSouth  company,  the  bank  received 
the  technical  expertise  and  quick  repairs  required  for  the  PCs  they  had 
on  the  exchange,  and  the  thousands  more  aroun  dthe  country. 

Ue  results?  A  significant  reduction  in  downtime.  Improved 
customer  service  and  the  confidence  that  comes  from  a  more  reliable 
system.  Needless  to  say  the  bank  was  pleased.  But  not  surprised. 
Because  they  were  already  relying  on  BellSouth  for  many  of  th  en- 
cellular,  paging  and  voice  systems. 

Tliey  selected  BellSouth  because  we're  a  lot  more  than  one  company. 
We  re  a  family  of  communications  companies,  capable  of  providing 
your  business  with  the  same  innovative  solutions  that  we  provided 
for  them.  From  paging,  cellular,  mobile  data,  and  information 
services,  to  sophisticated  telecommunications  networks,  BellSouth 
has  the  depth  of  resources  required  to  meet  your  communications 
challenges  today.  And  tomorrow. 

Precisely  why  one  very  important  bank  opened  their  account  with 
BellSouth.  Call  your  BellSouth  Representative,  or  1-800-726-BELL. 


Telecom  mun  ica  tions 
Information  Services 
Mobile  Communications 


Advertising  Services 
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Everything  you  expect  from  a  leader* 


Florida's  supreme  court  took  a  sensible  step 
toward  making  the  state  less  litigation-happy. 
But  never  underestimate  the  power  trial  lawyers 
have  over  state  legislatures. 

Closely  watched  votes 


By  Matt  Walsh 


In  Florida,  the  seventh  most  liti- 
gious state  in  the  union  (Forbes,  Jan. 
17),  the  tide  has  taken  a  small  turn 
against  the  plaintiffs'  bar.  Consider: 

■  Late  last  year  Florida's  legislature 
voted  to  overhaul  the  state's  out-of- 
control  workers'  compensation  insur- 
ance system.  Among  the  key  reforms: 
reductions  of  up  to  25%  in  the  fees 
awarded  to  lawyers  representing  al- 
legedly injured  workers. 

■  Reformers  have  been  hard  at  work 
in  Florida  trying  to  reduce  the  ability 
of  the  plaintiffs'  bar  to  gouge  busi- 
ness. In  1986  they  secured  passage  of 
a  law  that  chopped  at  the  roots  of  the 


doctrine  of  joint  and  several  liability 
for  pain  and  suffering,  mental  anguish 
and  other  noneconomic  damages. 
This  doctrine  had  made  it  easy  for 
plaintiffs  to  exact  heavy  damages  from 
deep-pocketed  defendants  even  if 
those  defendants'  contribution  to  the 
accident  was  negligible. 

Last  August  the  Florida  Supreme 
Court  relied  on  that  law  to  cut  in  half  a 
big  award  a  lower  court  had  ordered 
an  insurance  company  to  pay.  The 
court's  decision  has  received  little 
publicity,  but  Florida's  trial  lawyers 
are  hopping  mad. 

Ann  Marin  was  injured  while  riding 


in  a  car  driven  by  her  husband,  Ramon 
Marin,  on  Interstate  95  in  southern) 
Florida  in  1989.  Mrs.  Marin  sued 
another  motorist,  Marie  Fabre,  claim 
ing  Fabre  had  caused  the  accident  by) 
negligently  changing  lanes. 

A  jury  concluded  that  two  parties 
were  equally  to  blame  for  the  acci- 
dent: Fabre  and  Marin's  husband 
The  court  awarded  Mrs.  Marini 
$7,750  in  economic  damages,  plus 
$350,000  for  pain  and  suffering. 

From  whom  would  Mrs.  Marin 
collect?  Not  from  her  husband — at 
that  time  in  Florida  husbands  and 
wives  could  not  sue  each  other  be 
cause  of  the  doctrine  of  interspousal 
tort  immunity.  That  left  defendant 
Fabre.  But  Fabre  was  insured  for  only 
$10,000.  So  for  the  extra  $347,500 
Marin  and  her  lawyers  went  after  State 
Farm  Insurance,  the  carrier  of  the) 
Marins'  uninsured  motorist  coverage 

What  percentage  of  the  award 
should  State  Farm  pay?  All  of  it,  ruled 
the  trial  court,  despite  the  jury's  find- 
ing of  partial  negligence  against  Mr 
Marin.  Fabre  and  State  Farm  ap- 
pealed, claiming  the  1986  tort  reform 
law  required  them  to  pay  only  theii 
share  of  fault — 50%.  When  the  ap 
peals  court  turned  them  down,  they 
took  it  to  Florida's  supreme  court. 

To  the  shock  of  the  Florida  trial 
bar,  the  Florida  Supreme  Coun 
agreed  with  Fabre  and  State  Farm 
Wrote  the  court  in  the  judges'  4-to-2 
ruling  in  Fabre  v.  Marin:  "...  judg- 
ment should  be  entered  against  each 
party  liable  on  the  basis  of  that  party's 
percentage  of  fault."  As  a  result,  Fa 
bre  and  State  Farm  had  to  pay  only  foi 
Fabre's  50%  share  of  the  judgment. 

Why  does  this  decision  so  upsel 
Florida's  plaintiff  lawyers?  Because  il 
means  they  can  no  longer  concentrate 
their  legal  firepower  on  the  deepest 
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THE    19TH    UNWRITTEN  LAW 
OF  DRIVING 

THE  S  HO  RT  EST 

DISTANCE 

BETWEEN  TWO 

POINTS 

IS  ALWAYS  UNDER 

CONSTRUCTION. 


Short  of  investing  heavily  in  road  cone  futures,  the  best  way  to 


benefit  from  the  fact  that  our  streets  are  in  a  constant  state  of 


"improvement,"  is  to  buy  a  Trooper.  Besides  its  obvious  height 


advantage,  it  possesses  a  remarkably  rugged  yet  amazingly  agile 


suspension,  making  for  a  comfortable,  quiet,  confident  ride  — 


no  matter  what  type  of  road  surface  you  find  yourself  coming 


across.  Even  a  smooth  one.  Remember  those?  The  Isuzu  Trooper. 

® 

Life's  an  adventure.  Be  prepared.  (800)  726-2700  ISUZU 

Practically/Zlmazing 


pocket  in  a  case.  Thus,  if  the  Fabre 
decision  holds,  when  a  jury  finds  a 
named  defendant  10%  at  fault  and 
someone  who  isn't  named  90%  at 
fault,  the  plaintiff  would  recover  only 
10%  of  whatever  damages  the  jury 
awards. 

As  a  practical  matter,  Fabre  will 
make  litigation  more  complicated  and 
more  expensive  for  lawyers. 

Understandably,  this  sits  badly 
with  Scott  Carruthers,  executive  di- 
rector of  the  Academy  of  Florida  Trial 
Lawyers.  Groans  he:  "[The  Fabre  rul- 
ing will]  give  the  wrongdoer  the  op- 
portunity to  cynically  and  unjustly 
reduce  his  percentage  of  fault  by  shift- 
ing blame  to  people  not  present  [in 
the  suits].  .  .  .  Let's  say  I  settle  with 
one  defendant  and  go  to  trial  with  the 
remaining  defendants.  [With  Fabre] 

Florida  trial  lawyers  are 
now  less  able  to  pick  de- 
fendants' deep  pockets. 


they'll  try  to  shift  blame  back  to  the 
one  who  settled.  Unless  the  plaintiff 
can  setde  with  all  parties,  he  won't 
settle  at  all,  because  he'd  be  crazy  to." 

Carruthers  argues  that  this  will  raise 
the  cost  of  litigation.  Since  trial  law- 
yers have  never  demonstrated  any  in- 
terest in  reducing  the  cost  of  litiga- 
tion, this  can  be  taken  to  mean  that  he 
fears  it  will  make  it  harder  for  them  to 
win  (and  collect  on)  huge  judgments. 

The  Academy  of  Florida  Trial  Law- 
yers, the  state  counterpart  to  the  pow- 
erful Association  of  Trial  Lawyers  of 
America,  has  been  scurrying  around 
bucolic  Tallahassee,  rounding  up  sup- 
port for  legislation  that  would  gut  the 
Fabre  decision.  Cynical  manipulators 
of  the  media,  the  trial  lawyers  refer  to 
their  proposed  measure  as  a  "litiga- 
tion reduction  bill"  and  are  trying  to 
sell  it  as  a  pro- business  measure. 

To  which  Bill  Herrle,  state  director 
of  the  Florida  chapter  of  the  National 
Federation  of  Independent  Business, 
responds:  "Who's  going  to  believe 
that?" 

Unfortunately,  a  number  of  Florida 
pols  seem  to  believe  it  As  Forbes 
goes  to  press,  Florida's  trial  bar  had 
28  of  40  senators  and  66  of  120 
House  members  sponsoring  its  pro- 
lawyers  bill.  m 
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-Thanks  to  some  fringe  environmental  groups  with 
powerful  friends  in  Washington,  Californians  may  find 
themselves  swimming  in  low-level  radioactive  waste. 

Don't  drink 
the  water 


By  Brigid  McMenamin 

One  of  the  narrowly  avoided  disas- 
ters from  the  Jan.  17  Los  Angeles 
earthquake  was  a  fire  at  California 
State  University  at  Northridge,  near 
the  quake's  epicenter.  The  fire  struck 
biology  and  chemistry  labs  that 
housed  low-level  radioactive  material, 
mostly  discarded  rubber  gloves,  petri 
dishes  and  vials.  Firemen  got  the  blaze 
under  control  before  it  reached  the 
radioactive  waste;  state  health  officials 
say  no  radiation  escaped.  But  the  fire 
should  have  reminded  Californians 
that  unless  their  elected  officials  move 
quickly,  they're  soon  going  to  be 
sitting  on  top  of  a  mountain  of  radio- 
active waste  in  search  of  safe  storage. 

Excluding  waste  from  nuclear  pow- 
er plants,  California  generates  about 
50,000  cubic  feet  of  low-level  radio- 
active waste  a  year,  enough  to  bury  a 
football  field  under  a  1-foot  layer  of 
waste.  In  the  past  the  hospitals  and 
research  labs  that  create  much  of  this 
waste  have  shipped  all  of  it  out  of  state 
for  disposal  by  private  radioactive 
waste  handlers  in  Barnwell,  S.C., 
Beatty,  Nev.  and  Richland,  Wash. 
The  cost  of  this  disposal  had  run  no 
more  than  about  $600  a  barrel  of 
waste,  including  shipping. 

But  last  year  Nevada  closed  its  site 
and  Washington  stopped  accepting 
waste  from  California.  Knowing  Cali- 
fornia would  soon  have  nowhere  else 
to  turn,  South  Carolina  jacked  up  its 
fees,  so  the  cost  is  now  over  $2,000  a 
drum  at  the  Barnwell  facility,  run  by 
Chem-Nuclear  Systems,  Inc. 

California's  hospitals  and  research 
labs  reacted  by  keeping  more  of  their 
waste  in-state.  Michael  Ziering,  vice 
president  of  Los  Angeles- based  Diag- 
nostic Products  Corp.,  used  to  store 


about  half  of  the  300  barrels  of  radio 
active  waste  his  company  generates 
every  year  at  his  offices  and  ship  the 
rest  out  of  state.  But  faced  with  the 
prospect  of  paying  more  than  $2,000 
a  drum  to  send  it  to  South  Carolina, 
Ziering  now  stores  all  the  waste — 
which  is  mostly  gloves,  lab  coats  and 
test  tubes  stained  with  radioactive 
isotopes  like  iodine  125  or  cobalt 
57 — at  his  facility  near  Los  Angeles 
airport. 

Last  year  California  shipped  only  d 
1 1 ,200  cubic  feet  of  radioactive  medi 
cal  waste  out  of  state,  down  from 
about  50,000  cubic  feet.  The  differ 
ence  is  piling  up  in  warehouses  and 
labs  all  over  the  state. 

This  year  the  waste  pile  will  grow]  more 
higher:  In  July  South  Carolina,  too, 
will  stop  taking  radioactive  waste 
from  California.  Worries  James  Tri 
podes,  who  directs  environmental 
protection  programs  at  the  University 
of  California  at  Irvine:  "There's  ; 
critical  need  for  a  permanent  [radio 
active  waste]  disposal  facility." 

In  fact,  such  a  facility  should  have 
been  ready  years  ago.  In  1985  Califor 
nia  hired  a  unit  of  Houston's  Ameri- 
can Ecology  Corp.  (1993  revenues, 
$62  million)  to  build  a  low-level  ra 
dioactive  waste  dump.  In  1988  vari 
ous  groups,  including  the  Sierra  Club 
helped  American  Ecology  choose  ai 
site.:  1,000  acres  on  federal  land  in 
Ward  Valley,  deep  in  the  Mojave  Des-| 
ert,  15  miles  from  the  nearest  town. 

Since  then,  however,  several  fringe! 
antinuclear  groups  have  gone  to  court 
to  tie  up  the  Ward  Valley  project  in 
lawsuits.  The  groups  claim  to  be  wor 
ried  that  the  waste  may  leach  into  the 
water  supply,  but  their  real  goal  is  to 
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Ward  Valley,  Calif. 
If  we  can't  put 
radioactive 
waste  here, 
where  can  we 
put  it? 


Cedars-Sinai 
Medical  Center 
physicist 
Donna  Earley 
"Eventually  it 
will  impact  our 
ability  to  provide 
patient  care." 


educe  the  generation  of  low- level 
bdioactive  waste — that  would  mean 
bss  scientific  use,  as  in  many  blood 
jnd  urine  tests  and  cancer  treatments. 

Last  August  Interior  Secretary 
Bruce  Babbitt  was  ready  to  approve 
pie  transfer  of  the  Ward  Valley  site 
rom  the  federal  government  to  Cali- 
prnia,  provided  the  state  held  one 
pore  hearing.  But  after  Senator  Bar- 
bara Boxer  (D-Calif.)  appealed  to 
president  Clinton,  Babbitt  decided  to 
Bold  off  until  the  lawsuits  are  re- 
lolved.  That  could  take  years. 
I  No  one  knows  when,  if  ever,  Amer- 
can  Ecology  will  break  ground  on  the 
Ward  Valley  facility.  But  don't  cry  for 
Lmerican  Ecology.  The  company 
prewdly  cut  a  deal  with  California 
|nder  which  the  dump's  eventual  us- 
|rs  will  pay  the  development  costs.  So 
kr  American  Ecology  has  spent  $45 
million  just  to  get  a  license  to  build 
he  dump.  Lisa  Brandt,  chief  counsel 
|>r  California's  Department  of 
Health  Services,  concedes  that  tax- 
layers  will  be  on  the  hook  for  the  $45 
lillion  if  the  state  backs  out  of  the 
tf/ard  Valley  deal. 

1  Aside  from  American  Ecology  and 
mmc  fringe  environmental  groups, 
mere  aren't  many  winners  in  this  sto- 
ij\  With  the  delays,  the  disposal  cost 
1  Ward  Valley,  if  it  does  get  built,  is 
lijicalating  sharply.  Stephen  Romano, 


an  executive  of  the  American  Ecology 
unit  in  California,  says  waste  disposal 
will  cost  about  $3,000  per  drum  if  the 
dump  doesn't  open  until  1997;  but 
some  prospective  users  fear  it  could 
run  to  over  $5,000  a  barrel. 

Meanwhile,  local  storage  space  is 
getting  very  tight.  "By  this  time  next 
year  you're  going  to  see  a  crisis,"  says 
Donna  Earley,  a  physicist  who  heads 
radiation  and  environmental  safety  at 


Cedars -Sinai  Medical  Center  in  Los 
Angeles.  The  Jan.  17  quake  damaged 
a  building  in  which  the  hospital  had 
planned  to  store  overflow  waste.  If 
engineers  condemn  the  building,  the 
hospital  may  have  to  cut  back  the 
production  of  waste. 

"The  first  thing  that  will  stop  is  my 
research  laboratories,"  Earley  says. 
"Eventually  it  will  impact  our  ability 
to  provide  patient  care."  HB 
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Nafta  and  Mexico's  emergence  as  an 
economic  power  spell  nothing  but  good  news 
for  the  U.S.  entertainment  industry. 

"El  Sur  is  the 
promised  land" 


By  Lisa  Gubernick  and  Joel  Millman 

IT'S  JUST  PAST  10  p.m.  at  the  Interlo- 
mas  shopping  mall  in  western  Mexico 
City.  Lines  stretch  to  die  parking  lot 
for  Tanto  para  nada  (Much  Ado 
About  Nothing),  Club  de  buena  es- 
trella  (Joy  Luck  Club)  and  El  jardin 
secreto  (The  Secret  Garden).  A  fourth 
film,  Angel  malvado  (The  Good  Son), 
has  already  sold  out. 

What's  good  for  Mexico  and  other 
fast-developing  countries  is  great  for 
the  American  entertainment  industry. 
"I  go  three  times  a  month,  anything 
American  and  I  go,1'  says  Alma  Cero, 


an  18 -year-old  who  lives  in  the  neigh- 
borhood. She  has  plenty  of  company. 
More  than  31  million  theater  tickets 
were  sold  last  year  in  metropolitan 
Mexico  City  alone,  nearly  27  million, 
or  87%,  for  U.S.  movies. 

Across  town  U.S.  disco  diva  Donna 
Summer  is  packing  them  in  at  the 
Premier  Concert  Center,  a  1 ,300-seat 
theater  in  Mexico  City's  posh  San 
Angel  district.  Television?  Kansas 
City  Bomber  is  on  TNT  Latin  America 
and  The  Omen  is  on  the  Fox  Latin 
American  Channel.  Tower  Records/ 


Video  opened  in  Mexico  City's  Zon 
Rosa  in  October.  Blockbuster  Video' 
18  outlets  in  and  around  Mexico  Cit 
are  doing  blockbuster  business. 

"For  the  entertainment  business  E 
Sur  is  the  promised  land,"  says  Au 
gusto  Failde,  a  partner  with  HBO  Tro 
pix,  which  advises  entertainmen 
companies  on  setting  up  in  Latii 
America. 

In  the  last  four  years  wholesal 
record  sales  in  Mexico  have  near! 
doubled,  to  $294  million.  Six  year 
ago  there  were  no  U.S.  cable  ne 
works  with  Spanish-language  pro 
gramming  in  Mexico;  now  there  ar 
14.  "Here's  a  country  with  100  mil 
lion  people;  the  vast  majority  ar 
young,"  says  Rodrigo  Gonzalez 
head  of  TicketMaster  in  Mexico 
"They're  just  starting  to  make  mon 
ey.  And  they're  looking  to  spend  it.' 

Until  1991  the  government  wa 
reluctant  to  give  permits  for  roc 
concerts,  fearing  disturbances.  Bu 
with  Mexican  society  becoming  mor 
open,  the  government  has  littl 
choice  but  to  permit  the  good  wit! 
the  bad.  Last  year  Mexico  City  hostei 
three  of  the  world's  top  ten  grossin 
concerts:  Michael  Jackson,  Madonn 
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ind  Paul  McCartney. 

For  decades  the  Mexican  govern- 
ment had  heavy-handedly  tried  to 
control  entertainment.  For  example, 
i  o  limit  the  appeal  of  U.S.  films,  dub- 
oing  into  Spanish  was  restricted. 
Many  of  Mexico  City's  film  palaces 
jvere  nationalized.  Ticket  prices  were 
frozen  as  a  populist  measure.  "The 
iiighest  price  was  three  pesos,  less 
.  han  a  dollar,"  says  Gabriel  Alarcon, 
general  director  of  Cadena  Real,  one 
M  the  country's  biggest  theater 
:hains.  "There  was  no  money  for 
repairs.  Theaters  were  like  dumps." 
|i  But  two  years  ago  the  new  Federal 
Cinematography  Law  lifted  the  ceil- 
ng  on  ticket  prices  (they  now  average 
|>3)  and  reduced  the  percentage  of 
(Vlexican  films  each  exhibitor  is  re- 
quired to  show  from  50%  to  30%.  By 
[997  that  will  be  down  to  10%. 
i  With  just  1,000  screens — about 
;)ne  for  every  80,000  Mexicans,  com- 
pared with  one  for  every  10,000  in  the 
U.S. — there's  lots  of  room  to  grow. 
Lmc  Entertainment,  the  Kansas  City, 
^vlo. -based  cinema  chain,  has  opened 
|tn  office  in  Mexico  City  and  is  looking 
[or  sites.  At  the  end  of  next  month 
Pallas-based  Cinemark  (Forbes,  Oct. 
\l2,  1992)  will  open  its  first  Mexican 
l  omplex,  in  Aguascalientes.  With  an 
Initial  investment  of  $27  million,  Ken 
Kiggins,  who  heads  Cinemark's  Mex- 
ico project,  anticipates  opening  32 
inore  screens  by  year-end. 

Mexico's  big  movie  chain  propri- 
etors are  snapping  up  their  own 
hoice  locations  to  exhibit  the  new 
vave  of  American  films.  The  biggest 
>perator,  Organization  Ramirez,  op- 
rates  more  than  300  screens  nation- 
wide, and  is  opening  m\x\x\-sala  com- 
plexes like  its  Multicinema  in  Interlo- 
nas  at  a  rate  of  two  a  month. 
I  Enrique  Ramirez,  the  company's 
iiead,  is  not  entirely  happy  with  the 
U.S.  invasion.  In  a  half-serious  effort 
lo  discourage  it,  he  reminds  Forbes 
ihat  Mexican  labor  laws  are  tough  to 
ileal  with.  "Wait  until  they  meet  the 
inions,"  cackles  the  67-year-old  from 
lis  office  in  Morelia.  In  Mexico  work- 
ing in  a  movie  theater  is  a  career,  not  a 
'•art-time  job.  Under  contracts  nego- 
:iated  by  the  powerful  Sindicato  de 
!"rabajadores  de  la  Industria  Cinema- 
'ografica  (STIC),  it's  almost  impos' ; 
pr  theater  owners  to  fire  an  empioy- 
je.  The  union  requires  most  ten- 


room  multiplexes  to  hire  20 
projectionists — 2  for  each 
screen. 

Does  that  stop  Ramirez? 
No  way.  He  is  trying  to 
head  off  Cinemark  in 
Aguascalientes,  matching 
the  Dallas  chain's  new  ten- 
plex  with  a  dozen  rooms  of 
his  own. 

It's  not  all  peaches  and 
cream.  Currently  no  film 
can  be  dubbed  unless  it  has 
a  double-A  rating,  judged 
sufficient  for  juvenile  audi- 
ences or  "educational  pur- 
poses." Last  year  only  four 
U.S.  imports  were  dubbed: 
Aladdin,  Free  Willy,  Look 
Who's  Talking  Now!  and 
The  Muppet  Christmas  Car- 
ol. A  fifth  film,  Australia's 
Blinky  Bill  (about  a  koala), 
was  the  only  other  title 
dubbed  last  year. 

But  this  merely  slows 
Hollywood,  it  doesn't  stop 
it.  Meanwhile,  the  Ameri- 
cans  are  producing  more 
Spanish -language  material.  ESPN,  for 
example,  which  launched  the  first 
U.S. -based  programming  directed  at 
the  Latin  market  in  1989,  now 
reaches  almost  1.5  million  Mexican 
homes  with  such  programs  as  Latin 
Futbol  Weekly,  a  30-minute  show  in 
Spanish  highlighting  soccer  games 
and  teams.  TNT  spent  a  bundle  to 
produce  The  Cisco  Kid,  a  made-for- 
television  movie  starring  Jimmy  Smits 
and  Cheech  Marin,  which  just  aired  in 
the  U.S.  The  movie  will  help  attract 
viewers  to  TNT  Latin  America — which 
will  be  premiering  the  two-hour  film 
(dubbed  in  Spanish)  on  Sept.  3. 
Meanwhile,  News  Corp.  is  about  to 
produce  telenovelas  (soap  operas) 
with  Televisa  in  Mexico. 

Among  the  biggest  winners  in  the 
Mexican  entertainment  boom  will  be 
the  U.S.  record  companies.  U.S.  re- 
cording giants  are  already  enjoying 
big  sales  from  acts  crossing  the  bor- 
der; the  audience  for  U.S. -bred  La- 
tino talent  is  nearly  four  times  the  size 
of  the  Latino  audience  in  the  U.S. 
Puerto  Rican  crooner  Chayanne  did  a 
20-citv  tour  of  Mexico  last  year,  sell- 
ing 130,000  tickets,  and  450,000  al- 
bums for  Sony.  Chayanne  will  star  in 
his  own  Televisa-produccd  telenovela. 


The  haul  from  a  recent  antipiracy  raid 
A  $600  million  bootleg  record  industry. 


LTnder  Nafta,  on  Jan.  1  the  tariffs 
on  all  compact  discs — which  averaged 
15% — were  eliminated.  This  will  help 
fatten  the  already  fat  coffers  of  U.S. 
record  companies.  Mexican  retailers 
moved  almost  $600  million  worth  of 
albums  in  1992,  but  the  market  for 
pirated  recordings  might  be  double 
that.  Piracy  is  now  a  federal  offense, 
with  stiff  jail  sentences  or  heavy  fines. 
Since  October  Gabriel  Abaroa,  a  law- 
yer who  heads  an  antipiracy  strike 
force,  has  directed  over  50  raids.  In 
one  Guadalajara  raid,  Abaroa's  men 
seized  over  2  million  counterfeit 
tapes.  But  mostly  they  seize  smaller 
quantities  from  street  vendors  in  large 
outdoor  markets  like  the  one  in  the 
capital's  Tepito  district. 

Abaroa  has  yet  to  nab  the  big  dis- 
tributors; cops  are  easily  bribed  to 
protect  safe  houses  where  master 
tapes  are  stashed.  But  at  least  a  start 
has  been  made  on  reducing  piracy. 

Think  of  the  Mexican  entertain- 
ment market,  with  its  young  popula- 
tion and  fast-growing  middle  class,  as 
a  teenager  out  looking  for  a  good  time 
after  being  cooped  up  at  home  for  too 
long.  For  economically  emerging 
peoples  all  over  the  globe,  Hollywood 
speaks  a  universal  language.  MB 
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How  can  you  tell  whether  an  emerging  economy 
is  a  good  investment  bet?  Check  the  list 

)w  and  see  how  the  government  scores  on  it. 

Follow  the  green 


BY  STEVE  H.  HANKE  &  SIR  ALAN  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  at  The  Johns  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Corp.  in  Washington,  D.C. 


Last  year's  stock  market  gains  in  the 
industrialized  countries,  impressive 
as  they  were,  paled  when  compared 
with  the  emerging  markets.  Thus  it 
was  that  Poland  racked  up  an  889% 
gain,  measured  in  dollars,  and  six 
other  emergers  registered  gains  that 
exceeded  100%.  American-based  in- 
vestors aggressively  participated  in 
the  emerging  boom.  They  bought 
more  foreign  equities  than  domestic 
shares  last  year. 

Was  1993  a  flash  in  the  pan?  No. 
Much  more  than  faddishness  is  in- 
volved here.  Some  of  these  economies 
are  emerging  at  a  rate  unprecedented 
in  history.  During  the  19th-century 
booms  in  Britain  and  America,  it  took 
about  50  years  to  double  real  incomes 
per  head.  The  Asian  Tigers  and  China 
are  achieving  the  same  doubling  in  a 
decade  or  less. 

Free-market  reforms  are  fueling  this 
sizzling  growth.  If  these  reforms  stay 
on  course,  supergrowth  in  the  emerg- 
ing markets  could  go  on  for  quite 
some  time,  more  than  justifying  last 
year's  strength  in  their  stock  markets. 

But  be  aware  of  the  risks.  The  transi- 
tion to  more-liberai  economic  re- 
gimes can  often  be  analogous  to  go- 
ing down  the  Niagara  Rr  er  in  a  ca- 
noe: Above  and  below  Ni  igara  Falls, 


the  waters  are  calm,  but  the  transition 
can  be  perilous.  Just  ask  any  Russian. 

To  avoid  capsizing  in  the  turbu- 
lence, governments  must  stick  to 
certain  basic  principles,  such  as  those 
we  presented  in  our  book  Capital 
Markets  and  Development  (1991). 
Investors  venturing  into  these  mar- 
kets should  be  aware  of  the  principles 
and  watch  for  signs  of  governments 
violating  them. 

■  Private  property  and  contract  rights 
must  be  universally  accepted  and  es- 
tablished. Without  property  rights, 
markets  are  an  illusion. 

■  Budget  deficits  and,  above  all,  gov- 
ernment spending  must  be  kept  un- 
der control.  Regardless  of  how  noble 
the  objectives  might  be,  government 
spending  wastes  resources. 

■  Inflationary  pressures  must  be  kept 
under  control.  This  can  best  be 
achieved  if  central  banks  in  develop- 
ing countries  are  replaced  by  currency 
boards.  Hong  Kong  and,  to  a  large 
extent,  Argentina  are  examples. 

■  The  competitive  advantages  pro- 
vided by  open  international  trade 
must  be  exploited.  There  is  no  better 
antidote  for  monopolies  than  com- 
petitive imports. 

■  High  tax  rates  are  a  no-no.  Supply- 
side  tax  policies  provide  economic 
stimuli. 

■  Subsidies  and  special  tax  incentives 
for  private  industry  hinder  economic 
development.  Special  treatment  for 
private  enterprises  politicizes  society 
and,  ironically,  kills  the  entrepre- 
neurial spirit. 

■  Union  privileges  and  immunities 
are  dangerous.  Monopoly  power,  in- 
cluding that  wielded  by  unions,  de- 
stroys jobs  and  impoverishes  many  for 
the  benefit  of  a  few. 

■  Price  controls  must  be  avoided. 
Without  free  prices,  markets  are 
robbed  of  valuable  signals. 

■  Market  interventions  and  restric- 


tions on  competition  must  be  avoid 
ed.  The  free  play  of  competition  is  th< 
engine  of  prosperity. 

■  State-owned  enterprises  must  b( 
privatized.  Ubiquitously,  private  en- 
terprises massively  outperform  state 
owned  enterprises. 

■  The  manipulation  and  repression  o 
private  capital  markets  is  a  bad  sign 
Repressed  capital  markets  divert  capi 
tal  away  from  its  most  valuable  usei 
to  frivolous  ones. 

If  the  government  of  an  emerging 
country  scores  well  on  observing 
these  principles,  public  confiden.ll 
will  be  established,  and  it  i: 
that  confidence  that  is  necessary  tc 
build  a  liberal  economic  order.  A  1; 
carte  liberalism  is  destined  to 
fail  because  it  does  not  inspifl 
the  public's  confidence.  Not  unlike 
a  bridge,  liberal  economic  reforms 
require  the  whole  in  order  to  react 
the  other  side. 

How  can  international  investor 
determine  the  state  of  confidence. 
By  following  the  money.  There  i 
probably  no  better  barometer  thai 
the  direction  of  private  capital  flowi 
in  countries  attempting  reform 
When  capital  is  flowing  out,  aj 
happened  to  Latin  America  untij 
fairly  recently,  it  shows  that  loca 
investors  have  low  confidence  in  th< 
prospects  for  a  successful  transition! 
when  confidence  is  high,  capital  thai 
has  been  safely  parked  overseas  i 
repatriated. 

Margaret  Thatcher  (Britain),  Aui 
gusto  Pinochet  (Chile),  Roger  Dougj 
las  (New  Zealand),  Carlos  Menem 
(Argentina)  and  Deng  Xiaopins 
(China)  embraced  coherent  refornl 
programs  and  eschewed  prima  donn^ 
reformers.  Consequently,  those  lead 
ers'  reform  programs  inspired  confi 
dence,  and,  yes,  capital  poured  in| 
The  economies  boomed. 

In  unhappy  contrast,  Russians  havj 
had  little  confidence  in  the  Yeltsin 
government's  vision,  reform  program 
or  reformers.  Consequently,  jus 
when  Russia  needs  capital  inflows 
capital  is  leaving  the  country.  Thii 
sad  state  of  affairs  can  be  reversed 
but  only  if  our  1 1  -point  checklis 
is  embraced. 

In  the  meantime,  follow  the  mom 
ey.  If  it  flows  out,  local  investors  ar< 
voting  against  their  government' 
economic  policies.  ■ 
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Four  hundred  of  the 
world's  most  prominent  families 
call  Fisher  Island  home. 


There  are  a  few  places  in  the 
world  where  people  can  truly  relax 
and  enjoy  a  remarkable  lifestyle. 

One  of  them  is  Fisher  Island. 

It  is  a  216-acre  sanctuary  of 
lovely  homes,  beaches  and  recre- 
ational pleasures,  providing  the 
finest  amenities  in  a  serene,  pam- 
pered environment. 

Its  seaside  residences  are  luxu- 
rious and  as  large  as  9,000  square 
feet,  with  terraces  of  an  additional 


Ira  J.  and  Audrey  B.  Kaufman  on  their 
1 10-foot  yacht,  Gray  Mist  II,  moored  at 
Fisher  Island.  Formerly  Chairman  and 
Chief  Executive  Officer  of  Exchange  National 
Bank  of  Chicago,  Mr.  Kaufman  is  Chairman 
Emeritus  of  Rodman  &  Renshaw  Inc. 


5,000  square  feet  overlooking  the 
Gulf  Stream,  Biscayne  Bay 
and  the  skylines  of  Miami  and 
Miami  Beach. 

Created  by  William  K. 
Vanderbilt  II,  great  grandson  of 
American  industrialist  Commodore 
Vanderbilt,  Fisher  Island  has  been 
a  favorite  of  the  world's  important 
people  for  70  years. 

The  family's  spectacular  win- 
ter estate  included  a  dramatic 
home  by  the  ocean  filled  with 
antiques  from  one  of  Napoleon's 
palaces.  On  the  grounds, 
Vanderbilt  erected  charming 
cottages  and  guest  villas  amid 
resplendent  gardens  and  foun- 
tains. The  mansion  and  surround- 
ing structures  have  been  restored 


to  their  former  grandeur  as  The 
Fisher  Island  Club. 

In  recent  years,  impressive 
social  and  recreational  facilities 
have  been  added.  There  is  a  P.B. 
Dye  championship  golf  course;  an 
international  spa  lauded  by  Town 
&  Country  as  one  of  the  finest  of 
the  1990s;  a  racquet  club  with 
clay,  grass  and  hard  courts;  two 
deepwater  marinas  which  host  the 
largest  yachts  in  the  world;  a  mile 
of  Atlantic  beach;  and  a  variety  of 
excellent  restaurants. 

There  are  manicured  parks  for 
afternoon  strolls;  an  island  shop- 
ping plaza  with  its  own  bank, 
post  office,  trattoria  and  dockmas- 
ter's  office;  and,  perhaps  most 
important  of  all,  an  atmosphere 
of  security  that  allows  residents  to 
lead  a  life  of  privacy  and  pleasure. 

Little  wonder,  then,  that  400 
of  the  world's  most  distinguished 
families,  hailing  from  39  countries, 
now  call  Fisher  Island  home. 

We  invite  your  inquiry. 

Residences  $800,000  - 
$6,000,000 


fFTSHER  ISLAND 

— — ~~ 

Unlike  any  community 
in  the  world 

Fisher  Island,  Florida  33109 
(305)  535-6071  /  (800)  624-3251 
Fax  (305)  535-6008 

Restored  Vanderbilt  Guest  Cottage 
and  Seaside  Villa  accommodations 
available  from  $425  to  $1,000  per  night. 


This  project 
the  project, 
not  lawfully 


I    *rh  r!      c    Jerscv  Real  Estate  Commission.  NJREC  90/4-71 1  to  716.  Registration  does  not  constitute  an  endorsement  of  the  merits  or  value  of 
qS^A  read  .      <e«  Jersey  Public  Ottering  statement  before  siRninR  anything.  This  is  not  an  offering  to  any  person  in  any  state  where  such  an  offer,  nR  ma, 
be  made.  Equal  Housing  Opportunity. 


Rivers  of  cash  flow  from  Morton  International's  salt 
business,  but  the  cash  creates  its  own  problems. 

A  blessing 
and  a  curse 


By  Gary  Samuels 

Road  SALT  has  been  in  such  short 
supply  this  winter  that  in  Massachu- 
setts a  salt  truck  was  hijacked.  Some 
towns  have  substituted  kitty  litter  for 
salt  to  de-ice  their  streets. 

Even  in  warm-winter  years  Morton 
International,  Inc.,  the  country's 
leading  producer  of  salt  for  highways 
and  tabletops,  coins  money  on  salt, 


which  it  mines  and  refines  at  22  loca- 
tions around  the  country.  Of  Mor- 
ton's $2.8  billion  in  anticipated  reve- 
nues for  its  fiscal  year  ending  June  30, 
about  $500  million  will  come  from 
salt.  But  that  18%  of  revenues  has 
been  producing  around  25%  of  oper- 
ating earnings. 

Salt,  however,  is  both  a  blessing  and 


Morton  International's  Jay  Stewart  (left)  and  Charles  Locke 

Without  a  big  acquisition,  air  bags  will  overshadow  the  company. 
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a  curse  for  Morton.  A  blessing  be 
cause  the  salt  division  throws  off  near- 
ly $100  million  a  year  in  cash  flow.  A 
curse  because  salt  is  a  no- growth  busi 
ness,  meaning  Morton's  manage 
ment  must  look  for  new  places  tc 
profitably  reinvest  the  cash  flow  from 
salt.  "'There's  always  a  temptation  t 
spend  money  to  update  and  improv 
[the  salt  business],"  says  Charle 
Locke,  Morton's  soon-to-step-dowi 
chief  executive,  "but  you  don't  wan 
to  overinvest." 

In  his  14  years  as  chief  executive 
Locke  has  done  a  good  job  of  findin 
productive  uses  for  Morton's  sal 
money.   Between  fiscal   1984  an 
1993,  sales  and  operating  income) 
roughly  doubled;  net  earnings  arej 
likely  to  climb  40%  in  fiscal  1994,  to 
$207  million  ($4.20  a  share). 

The  earnings  growth  results  from 
the  let's-bet-the-company  decision 
Locke  made  in  1982,  when  he  paic 
nearly  $400  million  cash  and  stock  foe 
defense  contractor  Thiokol  Corp.  Foil 
a  few  years  it  looked  as  if  Locke  had 
bet  on  a  bum  horse.  Thiokol  made  the 
faulty  solid  rocket  fuel  booster  re 
sponsible  for  the  explosion  of  th 
Shuttle  Challenger  in  1986,  blacken 
ing  Morton  Thiokol's  name.  Then 
defense  spending  came  under  the  ax 

But  buying  Thiokol  turned  out  to 
be  a  great  move.  Thiokol  had  a  num- 
ber of  commercial  businesses,  mosd; 
involving  specialty  chemicals,  and  I 
automotive  air  bag  business  that  ha 
grown  out  of  a  group  that  mad 
explosive  materials  for  rocket  ignition 
systems. 

In  1989  Locke  spun  off  Thiokol's 
defense-  and  aerospace -related  busi 
ness  into  a  new  company  (Thiokol 
Corp.,  with  sales  last  year  of  $1.2 
billion),  and  distributed  it  to  his 
shareholders.  But  as  part  of  the  sepa 
ration  agreement,  Locke  kept  Thio 
koi's  specialty  chemicals  and  auto  aip 
bag  businesses  for  Morton.  This  was  a 
brilliant  decision.  As  the  air  bags 
moved  from  prototype  into  produc 
tion,  Locke  had  the  perfect  way  tq 
reinvest  the  cash  from  mature  Mor 
ton's  salt  mines  into  a  rapidly  growing 
new  business. 

Morton  now  has  60%  of  the  U.S.  air) 
bag  market  and  will  sell  $1  billion 
worth  of  air  bag  inflators  in  the  cur- 
rent fiscal  year — a  twentyfold  increase 
since  1989.  The  business  continues  to 

Forbes  ■  March  28,  1994 
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Brow.  By  1999  all  U.S.  passenger 
y chicles  will  carry  as  standard  equip- 
ment air  bags  facing  both  front  seats; 
Sieanwhile,  Morton  is  working  with 
snrmakers  to  develop  peripheral  bags 
Ip  protect  passengers  from  side  im- 
lact.  Anticipating  this  growth,  Mor- 
ion's stock  has  nearly  doubled  in  the 
Bast  year  to  a  recent  105  a  share — over 
i;4  times  latest  12-month  earnings. 
I  But  now  air  bags,  too,  present  a 
Irroblem:  The  business  can  fund  its 
wn  growth,  so  Morton  must  look  for 
l  ew  places  to  reinvest  its  salt  money. 
S  Charley  Locke  plans  to  retire  on 
par.  31.  Finding  new  businesses  will 
fill  to  his  handpicked  successor,  S.  Jay 
Stewart.  A  55-year-old  chemical  engi- 
neer with  an  M.B.A.,  Stewart  arrived  at 
ilorton  as  part  of  the  Thiokol  acquisi- 
tion and  has  been  Morton's  president 
jnce  1986. 

I  Now  that  Morton  has  two  stable 
pillars — salt  and  air  bags — Stewart's 
pst  order  of  business  is  reviewing 
ijie  rest  of  the  specialty  chemicals 
Businesses  that  came  to  Morton  via 
jfhiokol.  These  include  dozens  of 
nroducts,  from  automotive  antirust 
patings  to  adhesives  for  snack-food 
Packaging. 

H  This  grab  bag  badly  needs  pruning, 
fcecialty  chemicals  last  year  account- 
p  for  55%  of  Morton's  total  sales  but 
Bnly  43%  of  operating  income.  Stew- 
frt  promises  to  identify  and  reinvest  in 
niose  businesses  with  the  most  prom- 
ise and  dump  the  rest. 

If  he's  lucky,  Stewart's  review  will 
jirn  up  a  business  that  can  be  built 
ftto  another  air  bag  story  someday. 
Hlore  likely,  he'll  streamline  Morton's 
pecialty  chemicals  portfolio  and  then 
make  another  major  acquisition  akin 
B)  Locke's  1982  purchase  of  Thiokol. 
|  Locke  approves  of  this  strategy. 
jWe've  built  our  entire  specialty 
jiemieals  business  on  acquisitions," 
lb  says.  "Every  single  business  has 
[ben  acquired." 

i  Stewart  confirms  that  he's  looking 
[i:tively  at  specialty  chemicals  deals 
hut  won't  say  anything  more  than 
hat.  When  he  finds  the  right  one, 
jvinging  the  deal  won't  be  a  problem, 
besides  salt  and  air  bags,  Morton's 
Greatest  strength  is  its  strong  balance 
[iieet.  With  very  little  debt  and  49 
million  shares  of  highly  priced  stock, 
[florton  could  easily  finance  a  Si  bil- 
|pn  acquisition.  ^ 


Most  hospital  executives  managed  their  hospitals  as  if 
they  were  hotels.  HealthTrust's  Clayton  McWhorter 
thought  they  should  be  run  more  like  retailers. 

Every  dog 
has  his  day 


By  Christopher  Palmeri 

With  his  profits  and  stock  price 
sinking  seven  years  ago,  Hospital 
Corp.  of  America  Chairman  Dr. 
Thomas  Frist  decided  to  dismember 
his  company  before  someone  else 
could  do  it  for  him.  He  put  104  of 
hca's  underperforming  hospitals  into 
a  separate  company,  Nashville-based 


HealtiiTrust,  Inc.,  and  sold  it  for  $2 
billion  to  an  employee -led  buyout 
group,  hca's  chief  operating  officer, 
Clayton  McWhorter,  resigned  from 
hca  to  run  the  new  company. 

In  the  beginning  HealthTrust 
wasn't  much  to  look  at.  "Our  hospi- 
tals were  called  'the  dogs,'  "  says 


US. 

H 


HealthTrust  Chairman  Clayton  McWhorter 

He  passed  up  a  shot  at  being  governor  to  help  consolidate  the  health  care  industry. 
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HealthTrust 


City 

Latest  12  mos 

Operating 

Recent 

—Estimated  1994  — 

sales  ($mil) 

margin 

price 

earnings 

P/E 

HealthTrust 

Nashville 

$2,400* 

21% 

281/2 

$1.96 

14.5 

American  Medical  Holding 

Dallas 

2,200 

20.0 

19% 

1.17 

16.9 

Columbia/HCA  Healthcare 

Louisville 

10,250 

18.9 

42% 

2.34 

18.2 

National  Medical  Enterprises 

Santa  Monica 

3,130 

19.3 

15 

1.25 

12.0 

OrNda  Health 

Nashville 

675 

15.5 

18 

1.15 

15.7 

Universal  Health 

King  of  Prussia,  Pa 

760 

10.9 

24V2 

1.80 

13.6 

*  Does  not  reflect  most  recent  acquisition.   Source:  Value  Line  Databases  via  OneSource  Information  Services. 


Despite  strong 
margins  and  earn- 
ings growth, 
HealthTrust  has  a 
lower  earnings 
multiple.  Small- 
town hospitals 
just  aren't 
glamorous. 


McWhorter,  now  60.  "But  we  turned 
them  into  pedigree  greyhounds."  In 
the  fiscal  year  that  ended  last  August, 
HealthTrust  earned  a  record  $122 
million  ($1 .46  a  share)  on  revenues  of 
$2.4  billion. 

Most  of  HealthTrust's  hospitals 
were,  and  are,  in  smaller  towns,  like 
Andalusia,  Ala.  and  Riverton,  Wyo. 
This  is  an  advantage,  in  that  competi- 
tion for  patients  is  limited.  The  prob- 
lem was  that  the  hospitals'  managers 
ran  the  properties  as  if  they  were 
hotels:  The  more  occupied  beds  they 
had,  the  better  they  thought  they 
were  doing. 

McWhorter  had  different  stan- 
dards. He  thought  hospitals  should 
be  managed  like  retailers,  with  perfor- 
mance measured  on  the  basis  of  sales 
and  profits  per  square  foot.  That 
meant  looking  for  health  care's  most 
popular  products  and  services,  and 
then  reconfiguring  the  HealthTrust 
hospitals'  floor  space  to  offer  more  of 
those  goods. 

Take  a  look  at  what  HealthTrust 
has  done  with  its  Brownwood  Re- 
gional Medical  Center  in  Brown- 
wood,  Tex.  (pop.  18,700),  smack- 
dab  in  the  middle  of  the  state.  The 
number  of  traditional  hospital  beds  at 
the  facility  has  actually  shrunk  17% 
over  the  last  few  years,  to  131. 
McWhorter  has  used  the  space  to 
introduce  new  services,  such  as  outpa- 
tient surgery,  physical  therapy  and 
subacute  care  for  less  sick  patients. 

To  benefit  from  the  rapidly  grow- 
ing home  care  market,  HealthTrust's 
hospitals  are  offering  nursing  services 
to  families  who  want  to  tend  chroni- 
cally ill  patients  at  home.  Outpatient 
revenues  at  Brownwood  have  more 
than  doubled,  and  McWhorter  pre- 
dicts they'll  grow  from  30%  to  50%  of 


HealthTrust's  revenues  over  the  next 
few  years. 

McWhorter  has  also  opened  satel- 
lite clinics  in  towns  within  a  30-mile 
radius  of  Brownwood.  The  satellites 
broaden  Brownwood's  potential  pa- 
tient pool  and  help  attract  more  pri- 
mary-care physicians  to  the  Brown- 
wood network.  The  result  has  been  a 
fivefold  increase  in  operating  income 
at  the  hospital.  McWhorter  is  follow- 
ing a  similar  strategy  at  most  of 
HealthTrust's  hospitals. 

How  are  HealthTrust's  facilities 
doing  against  McWhorter's  profits- 
per-foot  standard?  HealthTrust 
doesn't  disclose  the  physical  size  of  its 
facilities,  but  its  margins  suggest  an 
answer:  Last  year  HealthTrust's  oper- 
ating margin  was  over  21%,  versus  an 
industry  average  of  less  than  19% — 
and  up  from  13%  in  HealthTrust's 
first  year. 

McWhorter  agrees  that  insurance 
companies  and  health  maintenance 
organizations  will  prefer  to  deal  with 
well-known  downtown  hospitals 
when  they  negotiate  managed  care 
contracts.  Where  he  can,  McWhorter 
is  creating  marketing  alliances  with 
the  larger  hospitals.  For  example, 
HealthTrust's  nine  hospitals  in  cen- 
tral Tennessee  refer  patients  in  need 
of  serious  surgeries  to  Saint  Thomas 
Hospital  in  Nashville.  By  offering  ac- 
cess to  more  prestigious  downtown 
hospitals,  HealthTrust's  hospitals  win 
a  bigger  percentage  of  business  in 
their  smaller  communities  without 
the  huge  capital  investment  necessary 
to  create  state-of-the-art  cardiology 
and  neurology  units.  The  big  hospi- 
tals get  a  higher  patient  flow  as  a  result 
of  their  alliances  with  HealthTrust. 

But  for  the  most  part  McWhorter's 
strategy  is  to  make  his  hospitals  big 


fish  in  little  ponds.  Last  year,  fq 
example,  HealthTrust  sold  a  hospita 
in  competitive  downtown  Houstoj 
and  bought  another  one  in  suburbaj 
Conroe,  Tex.,  45  miles  away.  Sorra 
60%  of  HealthTrust's  hospitals  are  i 
towns  where  there  are  only  one  or  tw 
hospitals. 

In  late  1991  HealthTrust  werj 
public  again,  at  $14  a  share.  Recer| 
price:  $28,  although  at  14  times  thJ 
year's  estimated  earnings,  Health 
Trust  is  still  one  of  the  cheaper  hospJ 
tal  management  stocks. 

In  early  January  McWhorter  ad 
nounced  the  $  1  billion  acquisition  c 
Dallas-based  Epic  Healthcare.  Thj 
will  give  him  a  total  of  115  hospital 
(some  of  the  original  hospitals  wen 
divested  early  on)  and  a  combinej 
$3.4  billion  in  revenues,  makinj 
HealthTrust  the  nation's  second 
largest  hospital  chain. 

As  it  turns  out,  selling  HealthTnd 
did  not  keep  Tommy  Frist's  hca  inde 
pendent.  In  February  hca  was  aq 
quired  by  Louisville's  Columbii 
Healthcare  Corp.  With  197  hospital 
and  over  $10  billion  in  sales,  Colunl 
bia/HCA  is  the  country's  largest  open 
ator  of  hospitals  and  will  be  Health 
Trust's  toughest  competitor.  Frist  i 
chairman  of  the  new  company,  bu 
Columbia  President  Rick  Scott  will  b 
calling  many  of  the  shots. 

McWhorter,  a  Democrat  who  ha 
served  as  an  adviser  to  Tennesse 
Representative  Jim  Cooper  on  hi 
health  care  reform  proposal,  turne< 
down  the  chance  to  run  for  governo 
of  Tennessee  last  year.  But  his  com; 
petitive  juices  will  be  running  as  h 
butts  heads  with  his  old  boss  Tommi 
Frist.  Says  McWhorter:  "I  wake  u] 
every  morning  with  a  mind-set  to  bea 
him."  ■ 
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THE 
REWARDS 
3F  DOING 
IT  RIGHT 

Ethics  In 
American  Business 

American  Society  of 
CLU  &  ChFC 

IN  ASSOCIATION  WITH 

FORBES  Magazine 
announces  the  flrst  annual 
.merican  Business  Ethics  Awards. 


IRTUE  MAY  BE  ITS 
OWN  REWARD,  but  striv- 
ing to  conduct  business  ethi- 
cally can  bring  both  risks  and 
rewards  in  today's  competitive 
marketplace.  Doing  the  right 
thing,  in  spite  of  the  financial  or  business 
pressures,  can  mean  lost  opportunities  and 
lower  profits,  but  it  can  also  mean  repeat 
customers,  motivated  employees  and  satis- 
fied investors. 

Recognizing  the  importance  of  ethical 
conduct  in  business  and  the  courage  and 
determination  it  often  requires,  the 
American  Society  of  Chartered  Life 
Underwriters  (CLU)  &  Chartered  Financial 
Consultants  (ChFC)  has  created  the 
American  Business  Ethics  Awards  (ABEA), 
a  prestigious  new  award  designed  to  honor 
businesses  that  have  demonstrated  their 
firm  commitment  to  ethics. 

"Ethical  behavior  has  been  a  core  value 
of  the  American  Society  and  its  members 
since  its  founding  in  1928  because  success- 
ful relationships  between  agents  and  clients 
are  built  on  a  strong  foundation  of  ethical 
principles  and  practices,"  says  Leo  R.  Futia, 
CLU,  chairman  of  the  1994  ABEA  panel  of 
judges. 

What  is  business  ethics?  It  is  a  concept 
easily  understood,  but  difficult  to  define 
precisely.  It's  clearly  spelled  out  in  codes 
and  credos,  but  also  contained,  unwritten, 
in  corporate  cultures. 
In  November,  a  dis- 
tinguished panel  of 
judges  from  business 
and  academia  met  in 
New  York  to  discuss 
business  ethics  and  to 
select  the  first  ABEA 
recipients. 

Defining 
Business  Ethics: 
Highlights  of  the 
ABEA  Panel 
Discussion 
"When  it  comes  to  explain- 
ing what  ethics  is,  I'm 
reminded  of  St.  Augustine,  who 
said,  'I  know  what  time  is  until  I 
start  asking  myself  what  it  is.'  We 
know  what  ethics  is  until  we  start 
explicating  it,"  says  Ronald  Duska, 
Ph.D.,  executive  director  of  the 
Society  for  Business  Ethics  and 
chairman  of  the  division  of  humani- 
ties at  Rosemont  College.  "We 
know  what  it  requires.  It  requires 
honesty  with  other  businesses.  It 
requires  quality  for  our  customers. 
It  requires  us  to  take  a  look  at  social 
responsibility." 


In  recent  years,  many  companies  have 
formalized  their  commitment  to  ethics  in 
value  statements  and  corporate  credos. 

"My  company  defines  its  core  values  as 
quality,  ethics  and  caring,"  says  panel  mem- 
ber Graydon  R.  Wood,  vice  president-ethics 
and  business  conduct  for  NYNEX.  "Ethics 
relates,  basically,  to  doing  the  right  thing, 
making  the  right  judgments.  But  our  third 
core  value  of  caring  is  also  related  in  the 
sense  that  it  concerns  how  you  treat  all  of 
the  company's  stakeholders." 

This  notion  of  ethical  corporate  respon- 
sibility —  to  employees,  customers,  busi- 
ness partners  and  the  public  —  has  never 
been  taken  more  seriously  or  debated  more 
fiercely. 

Says  Marjorie  Kelly,  founding  editor 
and  publisher  of  Business  Ethics  magazine, 
"Ethics  generally  means  you  have  a  dilem- 
ma: Are  you  going  to  do  the  right  thing, 
even  if  it's  hard  for  your  company?  But 
there  is  a  whole  other  aspect  to  it:  What  is 
your  company's  core  vision?  What  is  it  real- 
ly about?" 

In  the  past,  business  ethics  was  often 
confused  with  corporate  philanthropy. 

"Ethics  in  a  company  shouldn't  be 
defined  in  terms  of  how  much  money  it 
gives  away,"  says  Thomas  R.  Donaldson, 
Ph.D.,  John  F.  Connelly  professor  of  busi- 
ness ethics  at  Georgetown  University,  "or 
how  it  tries  to  take  on  social  issues.  I  like  to 
define  ethics  much  less  in  terms  of  philan- 
thropy and  much  more  in  terms  of  how  the 
business  does  what  it  does  every  day." 

It  is  in  their  daily  interactions  as  cus- 
tomers, employees  and  shareholders  that 
most  people  form  their  opinions  of  corpora- 
tions. 

"As  customers,  we  are  concerned  about 
the  ethics  of  companies  when  they  disap- 
point us,"  says  Gary  Edwards,  president  of 
Ethics  Resource  Center  Inc.  "As  employees, 
we  look  at  ethics  in  terms  of  the  integrity 
of  the  human  being,  wanting  to  be  what 
integrity  suggests  —  one  person  —  the 
same  person  on  the  job  as  at  home.  And  is 
the  place  I  work  a  place  that  enables  me  to 
do  that,  or  a  place  that  continuously  pushes 
me  in  directions  with  which  I'm  not  com- 
fortable?" 

A  look  at  the  first  recipients  of  the 
ABEA  and  their  commitment  to  their  core 
values,  their  employees  and  the  communi- 
ties in  which  they  do  business  provides 
hard  evidence  of  the  rewards  of  doing  it 
right. 

PUBLIC  COMPANIES 

Merck  &  Company  Inc. 
"We  try  never  to  forget  that  medicine  is  for 
the  people.  It  is  not  for  the  profits.  The  prof- 
its follow,  and  if  we  have  remembered  that, 
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Actually  Gets 
The  Good  Grades 


The  folks  at  The  Guardian  Life  Insurance  Company  may  not  have  walked 
seventeen  miles  through  a  blizzard  to  get  to  school,  but  nobody  gets  higher  marks 
for  financial  strength.  Not  even  dear  ol'  dad. 

Moody's  gave  them  an  Aaa.  Standard  &  Poor's  and  Duff  &  Phelps  rated  them  AAA. 

A.M.  Best  awarded  them  an  A++. 
And  to  top  it  off,  FORTUNE8  magazine  recognized  The  Guardian  as  the  Number  One 
insurance  company  of  the  50  largest  based  on  net  income  as  a  percent  of  assets. 

Listen,  The  Guardian's  been  around  longer  than  your  dad's  dad.  Give  them  a  call  and  find  out  why 
they'll  be  here  for  your  kid's  kid's  kid.  And  learn  why  they're  the  intelligent,  financially  strong  choice  for 
Life  Insurance,  Group  Insurance,  Reinsurance,  Disability  Income  Protection,  or  Equity  Products.* 

Call  1-800-662-1006  now  and  you'll  really  look  smart  to  your  family. 
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they  have  never  failed  to  appear.  The  bet- 
ter we  have  remembered  it,  the  larger 
they  have  been." 

With  those  words,  George  W.  Merck, 
son  of  the  founder  and  former  chairman 
of  Merck  &  Company,  summed  up  a  cor- 
porate credo  that  stands  as  solid  proof 
that  doing  it  right  yields  substantial 
rewards.  Merck  spent  the  1980s  fielding 
an  unequaled  flow  of  new  medications, 
18  of  which  sold  more  than  $100  million 
annually  by  decade's  end.  The  firm 
entered  the  1990s  as  one  of  the  most  prof- 
itable companies  in  its  industry,  with 
stock  valued  at  more  than  $27  billion. 

Not  all  the  headlines  about  Merck 
have  been  about  the  company's  pharma- 
ceutical discoveries  or  financial  success. 
From  the  synthesis  of  streptomycin  in 
World  War  II  to  the  discovery  of 
Mectizin,  the  cure  for  "river  blindness," 
in  the  1970s,  Merck  has  never  let  the 
profit  motive  stand  in  the  way  of  research 
and  development  or  stop  the  delivery  of 
medicine  to  people  who  can't  afford  it. 
In  the  late  1980s,  the  company  continued 
to  demonstrate  this  philosophy  by  freely 
sharing  important  information  it  discov- 
ered about  the  HIV  virus  with  other  med- 
ical researchers. 

This  commitment  to  people  is  also 
reflected  in  the  creation  of  a  congenial 
environment  for  employees  and  programs 
that  earned  Merck  a  place  on  Working 
Mother's  list  of  the  100  best  companies  for 
working  parents. 

Texas  Instruments  Inc. 

Texas  Instruments  has  made  ethics  its 
cornerstone  since  it  first  published  Ethics 
in  Business  at  TI  in  1961  —  years  ahead  of 
most  of  corporate  America. 

Since  1987,  Texas  Instruments  has 
maintained  a  formal  ethics  office  that 
runs  seminars  on  ethics  in  contract  com- 
pliance, the  workplace  and  procurement 
for  thousands  of  TI  employees.  It  pro- 
duces a  steady  stream  of  publications  on 
the  subject  and  oversees  an  anonymous, 
toll-free  number  for  employees  who  wish 
to  discuss  ethical  concerns. 

TI's  undertakings  are  also  notable  out 
in  the  world:  Its  ethics  outreach  to  busi- 
ness schools,  its  foundation  and  charity 
work  and  its  recent  pollution-reduction 
efforts  all  merit  praise,  as  do  its  programs 
that  help  small  and  minority  businesses 
acquire  the  skills  and  abilities  to  compete 
successfully  for  substantial  contracts. 
Among  several  awards  for  its  work  in 
this  area,  TI  was  named  1993  Corporation 
of  the  Year  by  the  American  Indian 
Chamber  of  Commerce  of  Texas. 

Vice  President  and  Ethics  Director 
Carl  Skooglund  sums  up  Texas 
Instrument's  philosophy  when  he  says, 
"Our  ethical  culture  is  the  thread  that 
winds  itself  through  everything  we  do, 
the  guidelines  on  which  we  build  our 
business  and  personal  relationships.  It  is 


the  very  foundation  of  the  strength  of  this 

company." 

PRIVATE  COMPANIES 

Levi  Strauss  &  Co. 

For  Levi  Strauss  CEO  and  Chairman  Bob 
Haas,  there's  a  bottom  line  you  don't  find 
on  a  balance  sheet.  "In  the  future,  compa- 
nies are  going  to  be  judged  on  their  prac- 
tices as  well  as  their  products,"  he  says. 
"And  if  we  lose  money  by  doing  the  right 
thing,  we  lose  money.  It  is  still  the  right 
thing." 

This  ethical  behavior  permeates 
everything  Levi  Strauss  does,  from  its  for- 
mal code  of  ethics  to  its  aspiration  pro- 
gram that  seeks  to  develop  a  new  model 
of  management  fostering  personal  growth 
for  every  employee. 

Robert  Dunn,  vice  president/corpo- 
rate affairs,  explains  the  company's 
approach  this  way:  "For  us,  acting  ethi- 
cally means  taking  into  account  the  legiti- 
mate claims  of  everyone  who  might  be 
affected  by  a  decision  and  trying  to 
resolve  everyone's  concerns.  Ethics  at 
Levi  Strauss  is  not  an  option.  It's  a 
ground  rule,  a  part  of  every  decision.  If 
there  is  a  conflict,  ethical  values  must 
prevail." 

Hanna  Andersson 

In  the  early  1980s,  Gun  and  Tom  Denhart 
looked  everywhere  for  durable,  high- 
quality  cotton  clothes  for  their  infant  son, 
Christian.  The  apparel  that  met  their  stan- 
dards was  only  available  in  Gun's  native 
Sweden.  Realizing  that  other  parents  had 
similar  needs,  the  Denharts  began  to  sell 
the  clothing  by  catalog.  Today,  Hanna 
Andersson,  named  for  Gun's  grandmother, 
employs  270  people  and  has  annual  sales 
of  about  $40  million. 

An  active  member  of  the  Social 
Venture  Network,  the  company  donates 
5%  of  its  profits  to  charity,  and  has  made 
a  major  commitment  to  "Hannadowns," 
a  program  that  allows  customers  to 
return  clothing  their  children  have  out- 
grown and  get  a  20%  credit  toward  new 
purchases.  The  returned  clothing  is 
donated  by  the  company  to  needy  chil- 
dren. The  program  has  allowed  Hanna 
Andersson  to  give  away  more  than  80,000 
pieces  of  clothing  and  extend  more  than 
$350,000  in  customer  credit  a  year. 

The  company's  extensive  flex-time 
and  child  care  co-payments  have  earned 
it  a  place,  with  Merck,  on  Working 
Mother's  list  of  the  top  100  companies  for 
working  parents. 

"Our  actions  are  based  on  our  com- 
mitment to  respect,  integrity  and  fair- 
ness," reads  the  company's  core  value 
statement.  "These  three  values  will  gov- 
ern our  relations  between  ourselves,  our 
customers,  our  suppliers  and  the  commu- 
nity. The  evidence  of  our  commitment  is 
found  in  our  daily  decisions." 
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AMERICAN  SOCIETY  ; 

OF  CHARTERED  LIFE  UNDERWRITERS  (CLU)  & 
BARTERED  FINANCIAL  CONSULTANTS  (ChFC) 


ince  1928,  the  American  Society  has 
promoted  the  highest  ideals  of  profes- 
sionalism and  ethical  business  practices 
among  its  members.  As  the  premier- 
association  for  professional  develop- 
ment in  the  fields  of  insurance  and 
financial  services,  the  American  Society 
is  dedicated  to  excellence  in  continuing 
education  on  both  the  local  and  national  level.  At 
the  same  time,  it  explicitly  promulgates  ethics  in 
business  through  important  programs  such  as  its 
co-sponsorship  of  Ethics  Awareness  Month  and  the 
American  Business  Ethics  Awards. 

The  Society  has  35,000  members  nationally  in 
221  chapters  who  provide  personal,  family  and/or 
business  financial  services.  Its  diverse  membership 
includes  agents,  brokers,  attorneys,  financial  advi- 
sors, professors,  regulators,  CEOs  and  insurance 
company  executives.  All  have  met  the  require- 
ments of  The  American  College  in  Bryn  Mawr, 
Pennsylvania,  which  has  sole  authority  to  confer 
the  designations  "Chartered  Life  Underwriter"  and 
"Chartered  Financial  Consultant."  The  candidate 
must  pass  a  series  of  ten  college-level  courses  for 
the  first  designation  and  three  more  for  the  second, 
plus  have  three  years  of  professional  experience  in 
financial  services  and  uphold  a  strict  ethical  code. 

In  addition  to  voluntarily  committing  them- 
selves to  this  code  of  ethics  that  spells  out  stan- 
dards of  professional  conduct,  all  CLUs  and  ChFCs 
take  the  following  pledge,  which  specifically  rec- 
ognizes the  central  role  that  ethics  play  in  their 
business  transactions: 

"In  all  my  professional  relationships,  I  pledge 
myself  to  the  following  rule  of  ethical  conduct. 
I  shall,  in  light  of  all  the  conditions  surrounding 
those  I  serve,  which  I  shall  make  every  conscien- 
tious effort  to  ascertain  and  to  understand,  render 
that  service  which,  in  the  same  circumstances, 
I  would  apply  to  myself." 


The  American  Business 
Ethics  Award,  created  by 
internationally  renowned 
designer  Peter  Wayne 
Yenawine,  signifies  the 
roots  of  ethics  in  the 
ancient  world,  the  strong 
ethical  foundations  of 
the  honored  companies, 
their  aspirations  to  high 
standards  of  business 
conduct  and  the  multifac- 
eted  nature  and  role  of 
ethics  in  our  daily  lives. 
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Panel  of  Judges: 

1994  American  Business  Ethics  Awards 

In  November,  the  American  Society  and  Forbes 
Inc.  assembled  a  panel  of  experts  in  the  field  of 
business  ethics  for  a  day-long  meeting  in  New 
York.  Prior  to  the  selection  of  the  first  ABEA 
recipients,  the  panel  members  held  a  two-hour 
discussion  on  business  ethics.  For  an  edited  tran- 
script of  that  discussion,  please  write  ABEA 
Transcript,  American  Society  of  CLU  &  ChFC, 
270  South  Bryn  Mawr  Avenue, 
Bryn  Mawr,  PA  19010. 

Panel  Chairman 

Leo  R.  Futia,  CLU 

Retired  Chairman  of  the  Board  and  CEO 

The  Guardian  Life  Insurance  Company 

Past  President,  American  Society  of  CLU  &  ChFC 

New  York,  NY 

Panel  Vice  Chairman 

Burke  A.  Christensen,  ]D,  CLU 
Vice  President  and  General  Counsel 
American  Society  of  CLU  &  ChFC 
Bryn  Mawr,  PA 

Jeffrey  M.  Cunningham 

Publisher 

Forbes 

New  York,  NY 

Thomas  Donaldson,  Ph.D. 
John  F.  Connelly  Professor  of  Business  Ethics 
School  of  Business,  Georgetown  University 
Washington,  DC 

Ronald  Duska,  Ph.D. 

Executive  Director,  Society  for  Business  Ethics 
Chairman,  Division  of  Humanities, 
Rosemont  College 
Rosemont,  PA 

Gary  Edwards,  Esq. 
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THE  DIFFERENCE  BETWEEN 
RECOGNIZING  A  GREAT  YEAR 
AND  NOT  FORGETTING  HOW 
WE  GOT  THERE 

Last  year,  Merrill  Lynch  was  responsible  to  more  countries, 
companies  and  individuals,  with  more  underwriting  and 
financial  advice  in  more  markets  and  across  more  borders, 
than  any  other  firm  in  history.  This  success  is  the  result  of 
letting  our  principles  light  our  way:  Client  focus,  building 
long-term  relationships,  teamwork  and— above  all— integrity 
are  the  components  of  our  success. 


Today,  seizing  unprecedented  global  opportunities  requires 
resourcefulness,  strategic  perspective  and  creativity— the  very 
qualities  we  demand  at  Merrill  Lynch. 

International  Financing  Review  named  us  Equity  House 
of  the  Year.  Corporate  Finance  called  us  the  "Best  Overall 
Manager  of  Corporate  Financing."  Institutional  Investor 
and  The  Wall  Street  Journal  rated  our  Global  Economics 
and  Research  Group  among  the  top. 

Last  year  our  clients  trusted  us  with  nearly  $540  billion- 
more  than  any  other  firm.  Obviously,  our  principles  work... 
and  they  make  a  difference. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


1994  Merrill  Lynch  &  Co.,  Inc. 


prescription 

for  a  healthy 

financial 
future. 


laking  insurance  and  financial 
planning  decisions  for  the  future  is  an  area 
filled  with  important  questions  and  plenty  of 
uncertainty.  Here's  a  prescription  that  can 
take  away  the  pain. 

Talk  to  a  Chartered  Life  Underwriter 
(CLU)  or  a  Chartered  Financial  Consultant 
(ChFC).  The  men  and  women  with  these 
designations  are  well-educated 


professionals  with  practical 
experience.  They  have  completed  years 
of  study  at  The  American  College,  the 
nation's  oldest  accredited  financial  services 
institution. 

The  time  you  spend  with  a  CLU  or  ChFC 
today  is  the  right  prescription  for  a  healthy 
financial  future. They'll  help  you  avoid 
financial  headaches,  now  and  tomorrow. 


The  Initial  Advantage. 


American  Society  of  cm  &  ChFC 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue.  Bryn  Mawr.  PA  19010 12 1 5)  526-2500 

For  a  free  copy  of  "Questions  To  Ask  A  Financial  Advisor."  simply  write  to  us. 


Western  money  has  been  moving  back  into  Japanese 
stocks,  but  according  to  this  veteran  analyst, 
the  economy  must  get  worse  before  it  gets  better. 

Saved  to  death 


By  Gale  Eisenstodt 

With  one  exception,  Asia's  econo- 
mies and  stock  markets  continue  to 
boom.  The  exception  is  Tokyo,  the 
biggest  of  them  all.  At  a  recent 
19,900,  Tokyo's  Nildcei  stock  index  is 
up  17%  this  year  but  remains  nearly 
50%  below  its  December  1989  peak. 

Lately,  a  lot  of  Western  portfolio 
managers  have  turned  bullish  on  Ja- 
pan. Is  Tokyo  a  buy? 
Forbes  put  the  question  to 
Akio  Mikuni.  The  founder 
and  president  of  Mikuni  & 
Co.,  Japan's  only  indepen- 
dent credit- rating  agency, 
Mikuni  predicted  in  early 
1990— when  the  Nildcei 
was  over  35,000 — that  Jap- 
anese stocks  were  in  for  a 
mightv  fall  (Forbes,  June 
11,  1990). 

While  a  lot  of  die  air  has 
been  let  out  of  the  Tokyo 
market,  many  of  the  factors 
that  bothered  Mikuni  in 
1990  bother  him  still. 
Chief  among  them  are  Ja- 
pan's tax  system  and  the 
outmoded  but  still  power- 
ful bureaucrats  at  the  Min-  1MH 
istry  of  Finance. 

"Unless  Japan's  tax  laws  are 
changed,  it's  hard  to  see  a  sharp  recov- 
ery in  share  prices  or  the  land  market 
for  some  time,"  says  Mikuni.  "No 
one  likes  a  pessimistic  story,  but 
things  have  to  get  worse  before  they 
get  better.  Japan's  bureaucrats  still 
think  it  is  possible  to  export  our  way 
out  of  this  recession." 

In  Mikuni's  view,  the  central  weak- 
ness of  the  Japanese  economy  is  the 
Finance  Ministry's  obsession  with 
stimulating  savings  and  discouraging 
individual  spending  and  investing.  A 
deep  pool  of  cheap,  government  con 
trolled  savings  was  perhaps  useful 
when   Japan   was   rebuilding  after 


World  War  II  and  needed  to  harness 
large  amounts  of  cheap  capital  and 
channel  it  to  the  steel,  automobile  and 
other  capital-intensive  industries.  But 
now  Japan's  older  industries  are  over- 
capitalized, and  the  new,  information 
age  requires  more  human  ingenuity 
than  capital.  Mikuni  argues  that  Japan 
now  needs  less  savings  and  more  con- 


Akio  Mikuni, 
He  doesn't 


president  of  Mikuni  &  Co. 

see  a  sharp  gain  in  Japanese  share  prices 


sumer  spending  on  such  things  as 
stocks,  housing,  cars,  personal  com- 
puters, videogames,  education,  for- 
eign vacations. 

The  Finance  Ministry  encourages 
savings  in  two  basic  ways.  First,  inter- 
est income  is  taxed  at  only  20%.  All 
other  income,  including  dividend  in- 
come, is  taxed  at  a  taxpayer's  marginal 
rate;  top  marginal  rates  exceed  60%. 
Even  at  the  Nikkei's  current  level, 
Japanese  equities  yield  around  1%. 
Leaving  aside  inflation  (currently 
1 .2%  in  Japan),  the  aftertax  return  on 
stocks  for  a  top-bracket  individual  is 
just  0.4%,  versus  around  2%  on  sav- 
ings. Small  wonder  that  Japanese  in- 


dividuals own  just  24%  of  all  listed 
shares,  down  from  54%  in  1955. 

As  excess  liquidity  fueled  the  Tokyo 
market's  surge  during  the  1980s,  the 
promise  of  capital  gains  (taxed  at  1% 
of  the  proceeds  on  the  sale)  lured 
individuals  into  the  stock  market, 
pushing  it  higher  still.  But  today  many 
investors  are  sitting  with  capital 
losses,  and  most  Japanese  believe  it 
will  be  years  before  the  Nikkei  ap- 
proaches its  old  highs — the  recent 
run-up  was  caused  almost  entirely  by 
foreigners. 

Mikuni  expects  the  Tokyo  stock 
market  to  bounce  around  its  current 
level  unless  the  Finance  Ministry 
eliminates  the  differential  between 
taxes  on  interest  income  and  taxes  on 
dividend  income. 

Mikuni  notes  a  second  way  in 
which  saving  is  encouraged  over  con- 
sumption: There  is  no  in- 
centive in  Japan's  tax  code 
for  individuals  to  borrow. 
While  Japanese  corpora- 
tions can  deduct  interest 
expenses  from  income  for 
tax  purposes,  individuals 
cannot,  not  even  for  inter- 
est on  residential  mort- 
gages, except  for  fractional 
amounts.  Mikuni  says  he 
would  like  to  see  deduct- 
ibility of  interest  at  least  on 
mortgages,  to  encourage 
individuals  to  spend  more 
on  housing  and  help  them 
compete  with  corporations 
for  credit  and  assets. 

Because  the  Finance 
Ministry  augments  its  pow- 
er by  encouraging  individ- 
uals to  keep  their  money  in 
savings  accounts  at  banks,  which  are 
supervised  by  the  Finance  Ministry, 
the  ministry's  mandarins  will  proba- 
bly resist  the  kind  of  fundamental  tax 
changes  Mikuni  proposes.  But  pres- 
sures to  modernize  Japanese  politics 
and  the  economy  are  relentless:  Soon- 
er or  later  even  the  Finance  Ministry 
will  have  to  bend  to  the  power  of 
global  capital  flows. 

"There  is  much  more  room  for 
market  forces  to  play  in  Japan,"  says 
Mikuni.  "That  is  the  inevitable  direc- 
tion." For  serious  investors  unafraid 
to  get  in  early,  now  is  probably  a  good 
time  to  start  cautiously  accumulating 
a  lew  Japanese  stocks.  B 


yet 
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IKETING 

BY  JOSHUA  LEVIHE 

"It's  bloody  hard,"  Brenda  French  says  of  her 
unusual  approach  to  marketing  women's  apparel. 
.  ird  but  profitable. 

Rags  to  riches 


By  Damon  Darlin 

In  the  1980s  leading  department 
stores  such  as  Neiman  Marcus,  Bon- 
wit  Teller  and  Bloomingdale's  sold 
Brenda  French's  French  Rags  label, 
moving  about  $10  million  worth — at 
wholesale — of  her  knits  for  women 
every  year. 

Was  French  happy?  She  was  not. 
She    complained    that    the  stores 
stocked  only  a  few  of  her  styles  in 
limited  colors.  Most  of  all  she 
resented  that  on  a  multicolored 
coat  that  sold  for  $895  at  retail, 
the  merchant  took  $470  but  she 
made  less  than  half  that. 

Brenda  French  wanted  more. 
In  1988,  after  ten  years  as  a 
designer,  she  stopped  selling  to 
department  stores.  She  felt  she 
had  a  better  idea.  French  would 
resurrect  a  hoary  merchandising 
technique — the  trunk  show. 
Trunk  shows  were  a  popular 
way  to  sell  clothing — mostly  for 
men — before  the  spread  of 
mass- market  brands  and  de- 
partment stores.  A  few  men's 
clothing  makers  and  women's 
clothing  designers  hold  trunk 
shows  in  department  stores 
once  or  twice  a  year. 

French's  twist  on  the  tech-  ■ 
nique  works  a  bit  like  a  bone- 
china  version  of  a  Tupperware  party. 
French  employs  some  45  upper-crust 
women  in  moneyed  locales  like  Pasa- 
dena, Calif,  Grosse  Pointe,  Mich, 
and  Kenilworth,  III.  The  women 
show  French's  fashions  by  invitation 
in  their  fancy  homes  four  times  a  year, 
mostly  to  friends  and  social  contacts, 
taking  a  15%  commission  on  sales. 

Does  it  work?  French  is  taking  in 
only  half  as  much  money,  but  she's 
keeping  more  of  it.  By  substituting 
that  15%  commission  for  the  depart- 
ment store's  50%  ma;:  up  and  a  10% 
sales  agent's  fee,  she  both  grosses  and 


nets  more  on  every  sale.  She  says  that, 
all  in  all,  she  nets  $750,000  now, 
compared  with  $200,000  back  then. 
And  she  doesn't  have  to  bow  and 
scrape  to  the  store's  buyers. 

As  a  marketing  tool,  the  old  trunk 
show  idea  has  some  nifty  advantages 
as  well  as  some  drawbacks.  "It  is 
bloody  hard  to  sell  this  way.  But  once 
you  do  it,  you  have  a  very  loyal  cus- 


Brenda  French,  seated  at  right,  at  a  trunk  show 
She's  selling  clothes  like  Tupperware. 


tomer.  Any  woman  who  makes  an 
appointment  to  see  clothes  is  almost 
90%  sure  to  buy,"  says  French,  who 
came  to  the  U.S.  32  years  ago  from 
her  native  England. 

Most  of  French's  customers  work, 
which  means  they  don't  have  much 
time  for  prowling  the  stores.  They  are 
more  accessible  at  a  leisurely  evening 
at  the  trunk  show.  Many  clients  resent 
most  stores'  emphasis  on  the  waiflike 
sizes  they  can't  fit  into  anymore. 
French's  knits  don't  cling,  and  their 
vivid  patterns  flatter  mature  figures.  It 
didn't  hurt  that  Hillary  Clinton  posed 


on  the  covers  of  People  and  Newsweek 
magazines  in  French's  ensembles,  but 
not  for  political  reasons.  "Most  of  my|| 
customers  are  Republicans,"  admits 
French,  54. 

Trunk  show  customers  get  a  huge) 
selection  of  eclectic  inspiration — 
from  African  art,  Japanese  calligraphy 
or  a  friend's  sofa.  A  single  showing 
will  include  40  styles  of  sweaters,  jack- 
ets, skirts  and  pants.  French  offers!! 
each  of  these  in  several  colors  and  a 
variety  of  sizes.  A  department  storlfl 
could  never  stock  that  wide  variety 
from  one  designer. 

Using  36  colors  with  200  different! 
multicolor  designs  in  40  styles  and  5 
sizes — easily  almost  1.5  million  possi- 
ble combinations — should  present 
company- busting   inventory  night- 
mare. French  gets  around  that  byjl 
manufacturing  to  order.  Her  sole  in{ 
ventory  is  raw  yarn — 20,000  poundsj| 
of  it — no  finished  goods. 

In  a  13,000-square-foot  fac- 
tory in  west  Los  Angeles,  8(Mj 
workers,  many  of  them  Mexican! 
or  Korean  immigrants,  knit  thejj 
rayon  yarns  on  either  computer- 
ized looms  or  hand  looms, 
hand-loom  worker,  paid  by  thell 
piece,  can  produce  about  eight 
garments  a  day.   (The  mostl 
skilled  workers  make  betweet 
$18  and  $20  an  hour.)  Outfits|| 
are  delivered  via  United  Parcel 
Service  four  to  six  weeks  after 
the  order  is  faxed  in. 

French  Rags  aren't  cheap,j| 
but  they're  a  lot  cheaper  nov 
than  thev  were  in  French's  dej 
partment  store  days.  A  shor 
jacket  goes  for  $290,  a  wool  and 
rayon  coat  for  $565.  Hillar 
Clinton's  People  outfit  probably 
cost  her  about  $550.  Frencff 
says  that  she  sells  her  clothes  for  a  little|| 
more  than  twice  what  it  costs  to  make 
them  and  gets  a  net  profit  margin  oil 
about  15%,  very  impressive  for  the 
rag  trade. 

By  their  nature,  trunk  shows  are 
small-scale  operations,  so  there  are 
natural  limits  to  how  big  French  cafl 
get.  But  whereas  most  dress  manufac-j 
turers  must  please  two  customers- 
the  retailer  and  the  ultimate  consum-j 
er — French  needs  to  please  only  one|| 
Anyhow,  she  says:  "I'm  not  inter-] 
ested  in  big  volume  unless  it  is  big 
profit." 
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THE  NEW  BONNEVILLE 


Driver  &  Passenger  Airbags 


Anti-Lock  Brakes 


Traction  Control* 


Variable  Effort  Power  Steering 


Leather  Seating  Areas' 


Theft-Deterrent  Key  System 


You  could 
spend  thousands  rr 
on  a  luxury  import. 
But  why? 


PONTIAC 

WE  ARE  DRIVING  EXCITEMENT 


PONTIAC  CARES  with  a  3-year/36,006jmile  no-deductible  bumper-to-bumper  limited  warranty  (see  your  dealer  for  details), 
plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation.  Call  1-800-762^900  for  more  product  information 
and  dealer  locations.  Bonneville"  g)  Always  wear  safety  belts,  even  with  airbags  pM93  GM  Corp.  All  Rights  Reserved. 
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ERACTIVE  MEDIA 


Video  Jukebox  Network  is  an  early  starter  in  interactive 
TV,  but  victory  doesn't  always  go  to  the  early  starter. 


The  Box 


By  Nikliil  Hutheesing 

IT  was  a  chancy  investment.  Video 
Jukebox  Network,  founded  in  1985 
in  Miami,  never  made  a  profit,  lost 
nearly  $5  million  in  1992  and  had 
current  liabilities  that  year  exceeding 
current  assets  by  nearly  $1.5  million. 
Its  stock,  which  sold  at  close  to  $10  in 
1989,  traded  as  low  as  50  cents. 

But  J.  Patrick  Michaels,  chief  exec- 
utive of  the  brokerage  house  Com- 
munications Equity  Associates,  which 
specializes  in  the  entertainment  in- 
dustry, didn't  lose  faith.  When  he 
invested  in  vjn  back  in  1986,  he  was 
not  investing  in  a  company  after  all;  he 
was  investing  in  an  idea. 

vjn  owns  150  video  jukeboxes  in- 
stalled at  low-power  TV  stations  and  at 
cable  system  programming  distribu- 
tion points.  Each  video  jukebox  con- 
sists of  a  videotape-  or  videodisc- 
changer  and  is  capable  of  offering  up 
to  600  videos.  VJN  actively  promotes 
about  250  of  the  most  popular  videos 
by  flashing  their  names,  along  with  a 
three-digit  code,  on  the  bottom  of  a 
viewer's  television  screen. 

Want  to  see  Snoop  Doggy  Dogg 
sing  Gin  and  Juice?  Just  call  the  Box's 
900  toll  telephone  number  with  a 
touch-tone  phone,  and  punch  in  the 
code.  The  video  will  appear  on  your 
TV  in  about  20  minutes,  and  a  charge 
for  S2.50  will  show  up  on  your  tele- 
phone bill.  It's  interactivity  at  its  sim- 
plest. About  400,000  callers  a  month 
access  the  service. 

Along  with  the  musical  acts,  view- 
ers are  subjected  to  advertising — six 
minutes  per  hoar.  Such  advertisers  as 
MCA  and  Warner  Music  Group,  as  well 
as  Paramount  and  Levi  Strauss,  have 
signed  up. 

The  Box,  as  the  system  is  called, 
also  appeals  to  record  companies.  Ea- 
ger to  promote  new  albums,  they 
provide  the  videos  free.  The  video 
jukeboxes  are  localized,  so  they  offer 
excellent  promotional  and  test-mar- 
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keting  facilities. 

So  why  was  vjn  bleeding  to  death? 
Michaels  blames  Andrew  Orgel,  the 
chief  executive  ofvjN  from  1988  to 
1992.  Orgel  came  to  vjn  rich  with 
experience  from  MTV  Networks  and 
Aits  &  Entertainment.  He  did  a  great 
job  of  expanding  the  business  but  ran 
out  of  money.  Under  him,  145  addi- 
tional boxes  were  installed.  Each  vid- 


eo jukebox  costs  $37,000  to  develcl 
and  install  and  can  handle  some  30( 
plays  per  day,  but  the  average  box  go 
fewer  than  100  requests. 

Worse,  vjn  waffled  on  its  deals 
First  it  guaranteed  cable  operator 
payments  that  could  amount  to  50? 
of  net   caller   revenues.  Then 
dropped  its  offer  to  a  fixed  fee  of  10%  tt 
As  a  result,  it  lost  carriage  on  somjfmt 
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Iistems.  Revenues  from  callers  de- 
eased  to  $10.4  million,  from  $14 
illion  a  year  earlier. 
As  losses   mounted,  Orgel  was 
fishing  yet  more  expansion.  He  was 
pveloping  an  interactive  employ- 
jent   service — electronic  classified 
[vertising — as  well   as  interactive 
avel  and  real  estate  services. 
By  1992,  with  overhead  rising  and 
venues    declining,    vjn's  board 
usted  Orgel.  Michaels,  who  controls 
)%  of  the  stock,  moved  quickly  to 
inch  the  losses.  By  June  1993  vjn's 
berating   loss    had    narrowed  to 
8*0,000  from  $1.2  million  a  year 
jrlier. 

In  August  Michaels  brought  in 
Jan  McGlade,  chief  executive  of 
larNet  Inc.,  a  company  that  pro- 
motes cable  programming  via  satel- 
je.  In  October  1993  McGlade  be 
Ime  vjn's  acting  chief  executive. 


Les  Garland, 

VJN's  executive  vice  president 
Well  connected  in  both  the  cable 
and  recording  industries,  he's 
got  tough  tasks  ahead:  developing 
merchandising  opportunities  for 
the  Box,  attracting  advertisers. 


StarNet,  a  division  of  the  Pennsylva- 
nia-based cable  operator  Lenfest 
Communications,  contributed  $1.75 
million  in  cash  as  well  as  satellite 
technology,  and  $2.4  million  to  fi- 
nance it. 

StarNet  has  set  up  a  satellite  feed  for 
VJN  to  supplement  its  video  jukebox- 
es. The  new  "sky"  boxes  will  supply 
programming  via  satellite  to  cable 
systems  with  fewer  than  25,000  sub- 
scribers, eliminating  the  need  for  a 
costly  video  jukebox. 

Under  McGlade,  VJN  also  tight 
ened  controls.  Many  viewers  had 


ripped  the  company  off  by  refusing  to 
pay  the  charge  that  appeared  on  their 
telephone  bills,  claiming  that  they 
never  requested  the  videos.  VJN  had  to 
pick  up  the  expense,  which  reduced 
revenues  by  as  much  as  18%  annually. 
VJN  is  now  setting  credit  limits  and 
installing  software  to  keep  out  callers 
who  do  not  pay. 

McGlade  is  also  converting  existing 
video  jukeboxes  to  a  digital  format. 
That  means  the  Box  will  no  longer 
have  to  record  a  tape  of  the  music 
video  and  mail  it  to  each  cable  system. 
Instead,  StarNet's  store  and  forward 
technique  will  allow  vjn  to  convert  a 
video  to  a  digital  file,  then  store  the 
file  on  a  master  archive  at  StarNet's 
headquarters.  When  a  customer  dials 
in,  vjn  can  send  the  file  via  satellite  to 
the  cable  system  video  jukebox,  which 
will  be  able  to  receive  the  video,  store 
it  and  play  it  back.  The  company 
expects  to  begin  rolling  out  this  tech- 
nology by  midyear. 

But  Michaels  and  McGlade  realize 
that  vjn  needs  more  revenue  than 
just  viewers  with  an  urge  to  watch  a 
music  act  can  provide.  Les  Garland, 
vjn's  executive  vice  president,  is  de- 
veloping interactive  merchandising 
opportunities  and  is  trying  to  lure 
more  advertisers. 

vjn's  latest  investor  should  be  able 
to  help.  In  February  vjn  announced 
an  agreement  with  Chris  Blackwell's 
Island  Pictures,  a  division  of  Island 
Trading  Co.  Blackwell,  a  small-time 
record  magnate,  plans  to  invest  $5 
million  for  a  13%  interest  in  vjn.  His 
goal?  To  develop  the  Box  trademark 
and  build  brand  awareness. 

Meanwhile,  competition  is  heating 
up  in  all  the  areas  in  which  vjn  oper- 
ates. Tele-Communications  Inc., 
which  has  an  interest  in  vjn  and  an 
interest  in  Lenfest  Communications, 
has  announced  that  it  will  team  up 
with  Bertelsmann,  the  German  en- 
tertainment company,  to  create  an- 
other music  video  channel.  Warner 
Music  Group  recently  announced  an 
agreement  with  a  consortium  of  rec- 
ord companies  to  do  the  same.  MTV 
has  announced  plans  to  test  home 
shopping. 

The  Box  has  a  good  head  start,  but 
it  will  have  to  move  fast;  head  starts 
don't  count  for  much  in  a  business 
changing  and  developing  as  fast  as 
interactivity.  HH 
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WE'VE  TAKEN  VOICE,  FAX  AND  DAlU 

The  new  digital  GTE  Airjbne  system  lets  you  makt  conference  calls,  send  and  receive  faxes,  even  access  databases^  ^ 


)MMUNICATIONS  TO  ANOTHER  LEVEL. 

ofrom  the  office.  Except  it  does  it  all  at  35,000 feet.     i  C"l  13     Its  amazing  what  we  can  do  together. 


computer  ventures 


COMPUTERS/COMMUNICATIONS 


irth 
of  a  genre 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Only  a  few  years  ago  the  cd-rom 
was  like  the  microfiche — important 
but  dull.  Because  it  can  store  thou- 
sands of  pages  of  text  inexpensively 
and  in  a  very  small  space,  this  digital 
sister  of  the  familiar  compact  audio 
disk  was  becoming  the  publishing 
medium  of  choice  for  professional 
libraries  of  legal  decisions,  govern- 
ment regulations  and  technical  man- 
uals. Lately,  however,  the  economics 
that  made  the  compact  disk  so  com- 
pelling in  database  and  text  compila- 
tions have  begun  to  affect  other  forms 
of  publishing,  giving  rise  to  some 
promising  new  companies,  and  to 
some  lessons  about  the  future  of  the 
media  business. 

For  years  now,  reference  works 
have  made  up  the  largest  single  cate- 
gory of  home  CD  ROM  sales,  which 
amounted  to  $97  million  last  year. 
Near  the  top  of  most  CD-ROM  best- 
seller lists,  for  example,  is  Microsoft's 
encyclopedia,  Encarta.  Such  digital 
encyclopedias  are  outselling  the  print- 
ed versions  3-to- 1 ,  and  even  threaten 
the  existence  of  some  encyclopedia 
publishers  (Forbes,  Feb.  28). 

Even  though  they  take  advantage 
of  CD-ROM's  ability  to  deliver  sound, 
pictures,  moving  pictures  and  graph- 
ics, these  dry  reference  works  don't  do 
full  justice  to  the  medium.  Eventually 
the  technology  will  permit  the  display 


of  high-resolution  color  images,  the 
playing  of  full-motion  video  clips  and 
the  reproduction  of  a  symphony  or- 
chestra with  full  fidelity.  Content  cre- 
ators are  looking  beyond  reference 
tools  to  titles  that  dazzle  the  senses 
while  they  inform. 

Unlike  the  computer  software  that 
has  become  familiar  in  recent  years 
(spreadsheets,  word  processors,  data- 
bases and  the  like),  the  new  software 
isn't  supposed  to  improve  our  pro- 
ductivity. It's  intended  to  entertain 
and  educate,  often  simultaneously. 
Hence,  the  neologism  infotainment, 
a  new  medium  that  hints  at  what  the 
future  world  of  interactive  television 
may  be  like.  This  year  alone,  there 
may  be  as  many  as  2,500  new 
CD-ROM  titles  published,  equal  to  all 
those  currently  in  print. 

Developers  that  hit  on  the  right 
combination  of  information  and  en- 
tertainment are  producing  hit  titles,  at 
least  by  the  modest  standards  of  to- 
day's cd-rom  industry.  For  example, 
on  the  CD-ROM  top-ten  charts  is  Mi- 
crosoft's Cinemania,  which  contains 
20,000  reviews  plus  video  scenes, 
snippets  of  dialog  and  movie  stills. 

Nature,  history  and  even  home  im- 
provement are  attracting  multimedia 
developers.  Software  Toolworks  has  a 
CD-ROM  hit  with  Oceans  Below,  which 
provides  a  scuba  diver's  view  of  the 
natural  wonders  beneath  the  sea. 
Knowledge  Adventure  counters  with 
Undersea  Adventure.  Books  That 
Work  sells  a  disk  that  will  help  you 
design  a  deck,  and  then  show  you 
step- by-step  how  to  build  it.  From 
Medio  Multimedia  comes  what  it  calls 
an  "interactive  documentary"  about 
the  John  F.  Kennedy  assassination. 
Presented  with  everything  from  the 
Warren  Commission  report  to  the 
Zapruder  video  footage,  you  get  to 
investigate  and  decide  for  yourself 
who  killed  JFK. 

Many  infotainment  publishers, 
however,  are  turning  to  established 


publishers  for  help.  Aside  from  the 
opportunities  for  joint  publishing,  a 
major  rationale  for  such  deals  is  to 
make  it  easier  to  obtain  rights  to  the 
copyrighted  music,  illustrations  anfi 
video  footage  needed  to  create  a  mul- 
timedia title.  Otherwise  even  the  sim- 
plest project  can  turn  into  a  lawyer'! 
delight  as  participants  dicker  ovei 
who  holds  the  electronic  rights  to  i 
particular  writer,  musician  or  proper- 
ty and  how  much  they  are  worth. 

In  a  typical  deal,  a  small  software 
developer  joins  forces  with  a  large 
publisher.  Thus,  Broderbund  Soft- 
ware, which  produced  the  Carmer 
San  Diego  series  of  computer  games, 
is  teaming  up  with  Random  House 
which  has  a  large  library  of  children's 
titles,  to  produce  electronic  children's 
books.  The  combination  is  one  of  the 
reasons  Electronic  Arts  is  buying  Broj 
derbund  (see  p.  50). 

Brand  recognition  may  be  the  most 
important  reason  for  an  alliance 
When  National  Geographic  or  Scien 
tific  American  puts  its  name  on  a  tide! 
customers  associate  that  name  witi 
the  work  that  has  appeared  over  tfr 
years  in  the  magazine.  As  the  CD-ROAi 
market  grows,  however,  developed 
are  beginning  to  create  original  works 
specifically  for  the  market.  For  Occam 
Below,  the  Software  Toolworks  pro| 
duced  original  footage  rather  than 
license  video  from  some  old  Jacques 
Cousteau  special. 

Publishers  of  CD-ROM  titles,  even 
those  that  already  have  powerful  booH 
distribution  operations,  face  a  chalj 
lenge  in  getting  shelf  space.  A  CD  tide 
can't  be  tossed  at  the  end  of  a  rack  in  i 
bookstore.  Nor  will  it  fly  off  did 
shelves  of  a  videogame  store;  the  11 
year-olds  who  patronize  that  storl 
aren't  in  the  market  for  multimedia 
documentaries  about  the  oceans  c$ 
the  Civil  War. 

Here's  another  problem.  CDs  latel\ 
have  been  used  as  giveaways  to  boos 
sales  of  CD  players  to  such  an  exten 
that  it's  not  clear  how  much  demancj 
there  will  be  for  titles  sold  for  cash. 

The  solution,  I  think,  is  going  to 
come  from  the  bookstores,  which  alj 
ready  have  customers  who  seek  infori 
mation-related  products.  As  long  aj 
the  margins  are  right,  the  book  merj 
chants  won't  care  whether  they  sel 
Civil  War  histories  on  paper  or  or! 

CD-ROM. 
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•  Optimize  copying  productivity  with  a 
systematic  approach. 

•  Have  high-volume  document  processing 
with  unprecedented  reliability. 

•  Be  a  part  of  The  Corporate  Line. 


u 


he  Corporate  Line  of  /  1 
highly  productive  high- 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ment handling  and  finishing  capa- 
bilities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800,  NP  8530 
and  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out. 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
i-800-OK-CANON. 


Official  Co 
WorldCup 


INSIGHTS 

SCIENCE  &  TECHNOLOGY 

alking  heads 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


A  FAMILIAR  SCENE  is  enacted  a  million 
times  a  day,  and  has  been  for  many 
centuries.  Two  people  huddle  over  a 
piece  of  paper.  Thus,  Napoleon  Bo- 
naparte and  Marshal  Ney  preview  the 
battle  map  of  Austerlitz.  Watson  and 
Crick  doodle  bond  angles  on  a  napkin 
to  sketch  dna.  An  accountant  and  a 
customer  go  over  a  tax  form;  lawyers 
present  contracts;  engineers  unroll 
schematics. 

In  this  workplace  theme  Intel 
Corp.  sees  a  great  opportunity.  The 
chipmaker  is  making  possible  long 
distance  huddling  through  a  digital 
video  technology  it  calls  Indeo 
(Forbes,  Dec.  6,  1993). 

The  idea  is  this.  You  are  sitting  at 
your  personal  computer.  The  phone 
rings,  you  answer.  A  small  image  of 
the  caller  appears  in  a  window  on  your 
computer  screen,  superimposed  on 
the  upper  left  hand  corner  of,  say,  a 
spreadsheet  you  are  working  on.  Si- 
multaneously, on  the  caller's  comput- 
er screen,  a  small  image  of  you  ap- 
pears. So  will  the  spreadsheet. 

This  is  more  than  videoconferenc- 
ing, which  is  simply  conversing  while 
being  displayed  on  a  screen  at  the 
other  end  of  a  phone  line.  This  is  data 
conferencing. 

The  digital  conferencing  standard 
is  still  being  hammered  out  by  indus- 
try participants.  Intel  advocates  a  pro- 
prietary standard  that  shifts  video  pro- 
cessing from  specialized  chips  to  the 
computer's  microprocessor.  It's  clear 
what's  in  this  for  Intel:  a  potentially 
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huge  new  market  for  microproces- 
sors. Pushing  video  signals  down 
phone  lines  is  computationally  inten- 
sive, so  the  long  distance  huddlers  will 
be  buying  a  lot  of  new  chips. 

A  pair  of  digitally  enhanced  dial-up 
phone  lines  of  the  lowest  capacity  can 
handle  112  kilobits  of  data  per  sec- 
ond. (The  cost  of  the  teledata/tele- 
conferencing  call  is  about  twice  that 
of  an  ordinary  long  distance  call.) 
Within  this  capacity  limit,  Intel  allo- 
cates 14  kilobits  for  voice  transmis- 
sion, 10  kilobits  for  data  (such  as  a 
shared  spreadsheet)  and  80  kilobits 
for  the  video  images  of  the  talkers. 
This  is  a  pretty  skimpy  bit  budget.  A 
single  frame  of  the  video  is  120  pixels 
by  160  pixels,  and  each  pixel  is  repre- 
sented by  8  bits.  Just  one  frame  eats 
153,600  bits.  So  a  staccato  movie 
jerking  along  at  the  rate  of  one  frame 
per  second  (to  television's  30)  would 
more  than  exhaust  the  capacity  of  the 
dual  phone  line. 

Indeo,  however,  runs  at  12  frames 
per  second.  The  trick  is  video  com- 
pression. It  sends  for  each  frame  not  a 
complete  color  portrait,  but  rather  a 
shorthand  version  that  describes  the 
differences  between  the  current  frame 
and  the  previous  one.  Your  lips 
move — this  is  a  change — but  the 
bookcase  and  credenza  behind  you 
are  static,  and  need  not  be  repainted 
with  every  frame.  Colors  and  lighting 
rarely  change. 

The  technique  depends  on  soft- 
ware, but  the  greater  the  computa- 
tional power  brought  to  bear  on  the 
compression/decompression  prob- 
lem, the  better  the  quality  of  the 
video.  Let's  put  this  in  terms  of  mips, 
or  millions  of  instructions  per  second. 
Currently  an  Intel  80486  processor 
running  at  66  megahertz  is  good  for 
35  mips.  Of  these  35  mips,  according 
to  Patrick  Gelsinger,  who  heads  de- 
velopment of  the  Indeo  project  for 
Intel,  7  must  be  dedicated  to  video 
compression  and  decompression.  But 
processor  power  doubles  every  18 
months.  Intel  is  already  selling  the 
next  generation  beyond  the  486.  The 
Pentium  should  double  video  quality 


this  year  by  making  14  mips  availabh 
for  compression.  By  the  year  200( 
Intel  should  have  a  500-mips  proces 
sor  for  the  desktop  mass  market.  Sue! 
a  monster  should  deliver  full -motion 
full-screen  video  (when  the  huddler: 
aren't  sharing  a  spreadsheet),  and  stil 
leave  60%  of  the  mips  left  over  to  nil 
applications. 

There  are  several  public  companie: 
competing  in  the  desktop  video  tele 
phony  business  (Vtel,  Compressior 
Labs,  PictureTel)  and  22  private  com 
panies.  Desktop  video  telephony  i 
nevertheless  a  tiny  industry.  Ham 
brecht  &  Quist  analyst  Randall  Youei 
says  that  1992  revenues  for  all  desk 
top  teleconferencing  products  wefll 
probably  less  than  $20  million.  Of  th< 
various  publicly  held  teleconferenc 
ing  companies,  he  currently  maintain 
a  buy  recommendation  on  none.  Th§ 
sudden  landing  of  Intel  in  this  busi 
ness  has  atomized  the  prospects  fq 
many  of  the  smaller  companies.  Bii 
by  1997  Youen  projects  a  total  busi 
ness  worth  $2  billion. 

Videoconferencing  is  still  a  tin; 
part  of  Intel,  which  took  in  $8.i 
billion  in  revenues  last  year.  But  if  i 
becomes  as  universal  as  faxing,  it  wi 
make  an  important  contribution  t< 
the  company.  It  could  help  Intel  fenfl 
off  such  rivals  as  the  IBM/Apple/Mo 
torola  PowerPC  axis  in  the  broade 
microprocessor  market. 

Another  threat  to  Indeo  is  bette 
phone  lines.  All  that  compressing  an( 
decompressing  would  be  unnecessar 
if  fiber-optic  cables  reached  onto  ev 
ery  desktop.  But  universal  fiber  is 
long  way  from  reality.  I  expect  Intel  t( 
turn  video  PC  collaboration  into  ai 
economically  productive  everyda 
pursuit  long  before  we  get  the  infor 
mation  superhighway. 

The  Indeo  systems  on  the  marke 
now  use  a  little  video  camera  tha 
sits  on  top  of  the  PC  monitor,  a  paj 
of  plug-in  circuit  boards  and  an 
audio  subsystem  (headset,  handset  o 
speakerphone).  The  price  is  alread; 
attractive  at  about  $2,000.  But  dat; 
conferencing  is  destined  to  get  bette 
and  cheaper.  ■ 
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Schedules  change. 


Meetings  change. 


People  change. 


But  when  it  comes  to  keeping  you  in(ormed 
oi  what  's  happening  as  it  happens 

m 


Some  things  never  change. 


To  leam  wLd  SLyTel ^Can  Jo  for 'yOU,  Call 1 1-800-395- 6706.  With  SkyTePs  satellite-messaging  system,  you 
can  stay  on  top  of  late-Lrealcing  news  as  it  happens.  In  thousands  of  cities  and  towns 
across  America.  Because  rkyTel  is  more  than  paging.  It's  information  in  an  instant. 

©  1994  SlcyTel 


After  radial  keratotomy  you  might  throw  out  your  distance  glasses- 
only  to  end  up  buying  reading  glasses. 


Out  of  the 
frying  pan: 


s 


By  EL  Lee  Sullivan 

I  1 1  HE'S  A  HANDY  clinical  rule  that  you 
won't  find  in  a  medical  text:  If  the 
con I  cm pint i  d  su rncry  is  ad vcrtised  on  a 
billboard, get  a  second  opinion. 

Radial  keratotomy,  eye  surgery  to 
correct  nearsightedness,  is  the  bill- 
board surgery  of  the  moment.  A  mil- 
lion Americans  have  had  this  operation 
( iver  the  last  15  years,  a  fifth  of  them  in 
jiisi  the  last  year.  One  billboard  on 
Highw  ay  101  in  San  Francisco  breath 
lessly  proclaimed:  "Nearsighted?  No 
more  glasses  or  contacts!" 

( )ne  I  [oUSton  ophthalmologist,  Dr. 
Charles  Moore,  runs  ads  in  newspa- 
pers advertising  seminars  on  keratot- 
omy in  his  International  Eyecare  clin- 
ic. At  the  seminar  he  brags  that  96%  of 
his  patients  have  20/40  or  better 
vision  after  surgery  meaning  they 
must  be  within  20  feet  to  read  an  eye 


chart  that  a  person  who  has  perfect 
vision  can  read  from  40  feet.  More- 
over, he  says,  the  eyesight  improve 
ment  doesn't  deteriorate  over  time. 

Here's  a  second  opinion  on  the 
surgery:  Think  twice.  The  operation 
may  disappoint  you. 

We  base  our  opinion  on  a  look 
back  study  by  the  National  Eye  Insti- 
tute of  keratotomies  done  in  the  early 
1 980s.  The  study  shows  that  five  years 
after  the  surgery,  two-thirds  of  the 
patients  had  20/20  vision,  and  almost 
90%  had  20/40  or  better— good 
enough  for  driving  in  most  states.  Not 
much  disappointment  there. 

But  about  a  fifth  of  the  patients 
were  overcollected  by  the  surgery. 
That  is,  the  nearsighted  become  far- 
sighted;  they  may  have  trouble  read 
ing  without  glasses.  Hack  to  eyeglass- 


es, if  for  a  different  sort  of  correct  ior 

For  a  small  proportion  of  the  pa 
tients,  there's  even  worse  news:  Thre 
percent  had  worse  vision  than  befbr 
the  operation. 

"It's  going  to  take  10  to  15  yeai 
before  we  know  what  the  long  ten 
ef  fects  are,"  admits  Dr.  Robert  Rose 
of  Kerasys,  a  leading  eye  surgery  clini 
in  Scottsdale,  Ariz. 

For  the  doctors  aggressively  push 
ing  surgeries,  the  benefits  are  obv 
ous:  revenues.  They  typically  charg 
$1,500  an  eye  for  an  operation  th« 
can  take  as  little  as  five  minutes.  Oph 
thalmologists  can  learn  how  to  pet 
form  a  keratotomy  in  a  weekend. 

The  procedure  is  simple  enougl 
Eyes  are  nearsighted  when  the  eveba 
is  elongated  or  the  cornea  too  convej 
focusing  distant  images  in  front  of  th 


In  nearsighted  eyes  a  sharply  curved  cornea  bends  light  rays  so  they  focus 

in  front  of  the  retina,  disturbing  distance  vision.  Radial  keratotomy  flattens  the  cornea 

through  a  series  of  incisions,  allowing  light  rays  to  focus  farther  back. 
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The  health  care  company  was  sick  of  rising  workers  compensation  costs.  We  suggested  that 


The  Company  Needed  Strong  Medicine. 


th( 


y  try 


a  Liberty  Mutual  loss  prevention  program,  combined  with  managed  care  and  return-to-work  programs. 


And  our  customer  soon  felt 


We  Made  It  Easier  To  Swallow. 


\SS^*^^Q     a  30%  decrease  in  claims  and  a  43%  decrease  in  costs.  If  you'd  like  to  feel  better 


5sS 


LIBERTY 

about  your  workers  compensation  costs,  talk  to  Liberty  Mutual.  MUTUAL 


STAYING  HEALTHY 


etina  instead  of  squarely  on  it.  The 
peration  calls  for  up  to  eight  small 
icisions  to  be  made  with  diamond- 
aded  knives  deep  into  the  cornea, 
idiating  from  around  the  pupil  to- 
ard  the  white  of  the  eye,  like  spokes 
if  a  wheel.  This  flattens  the  cornea 
tid  allows  distant  images  to  focus 
oser  to  the  retina. 
What  can  go  wrong?  Ray  Nichol- 
3n,  a  52 -year-old  construction  con- 
actor  near  San  Francisco,  claims  he 
as  left  so  farsighted  by  a  1984  kera- 
)tomy  that  he  couldn't  see  to  work, 
[e  sued  his  surgeon,  Dr.  George 
mon,  a  San  Francisco-area  ophthal- 
lologist,  and  in  1992  a  jury  awarded 
m  $5  million  in  damages.  Simon  is 
?pealing. 

Here's  a  personal  experience.  I  had 
le  surgery  ten  years  ago  (I  dreamt  of 
y'mg  Navy  jets).  Now,  at  age  32,  my 
sion  is  still  20/20,  but  I  am  just 
;ginning  to  need  reading  glasses — 
•obably  sooner  than  I  would  have 
;eded  them  had  I  not  had  the  opera- 
Mi.  A  trend  toward  deeper  cuts  may 
ean  that  even  more  patients  will 
adually  become  farsighted,  as  the 
>rnea  continues  to  flatten,  making 


them  turn  to  reading  glasses  faster. 

There  can  also  be  annoying  side 
effects.  The  quality  of  some  patients' 
vision  fluctuates  during  the  day, 
meaning  they  might  see  fine  in  the 
morning  but  need  glasses  at  night. 
Others  lose  sensitivity  to  contrast. 


About  a  fifth  of  the  pa- 
tients were  overcorrected 
by  the  surgery.  That  is, 
the  nearsighted  become 
farsighted;  they  may 
have  trouble  reading 
without  glasses.  For  a 
small  proportion,  there's 
even  worse  news:  Three 
percent  had  worse  vision 
after  the  operation. 


Almost  all  will  see  a  "starburst"  pat- 
tern from  the  scars  when  they  look 
into  bright  lights  at  night.  Many  doc- 
tors believe  that  the  scars  weaken  the 
cornea,  putting  the  eye  at  risk  if  you 
get  hit  there. 

What's  the  worst  that  can  happen? 
An  infection.  It's  extremely  rare.  It 


happened  to  a  48 -year-old  business- 
man from  Atlanta,  whose  eye  surgeon 
very  likely  slipped  while  performing 
the  operation  and  cut  all  the  way 
through  the  cornea,  perforating  the 
eyeball.  An  infection  led  to  an  ulcer,  a 
little  hole  in  the  eye.  Luckily,  another 
doctor  was  able  to  stitch  the  hole 
shut,  saving  the  cornea,  and  the  pa- 
tient regained  20/40  vision. 

If  you're  considering  keratotomy, 
do  your  homework:  Make  sure  your 
doctor  is  a  true  corneal  specialist,  not 
just  an  ophthalmologist  who  learned 
the  surgery  as  a  sideline.  Avoid  high- 
volume,  high-pressure  clinics  that  ad- 
vertise heavily.  Call  your  state's  medi- 
cal board  to  see  if  the  doctor  has  ever 
been  disciplined.  University  hospitals 
probably  see  most  of  the  botched 
keratotomies  in  your  area,  so  it's 
worth  a  try  to  check  the  surgeon's 
reputation  with  nearby  schools. 

One  final  point:  If  you're  still  unde- 
cided, consider  that  ophthalmologists 
who  perform  the  surgery  often  won't 
have  the  operation  themselves.  A  sur- 
geon can't  risk  losing  visual  acuity. 
Maybe  you  don't  look  so  bad  in  glass- 
es after  all.  Hi 


need  a  couple  of  raincoats  cleaned  ovemigfht.7 


Merely  say  trie  word,  and  our  valets 
will  clean  and  deliver  your  clotking  by 
morning,  if  it's  wrinkled,  they  will  press 
it  with  equal  dispatch. 

Our  shoeshine  hutlers  will  polish 
your  shoes  with  a  virtuoso's  touch,  and 
if  need  he,  even  provide  new  laces— all 
with  our  compliments. 

And  our  room  service  c  hefswill 
ensure  your  breakfast  arrives  well  hefore 
your  5:30  a.m.  taxi  does.  In  this  value- 
conscious  era,  the  demands  of  business 
demand  nothing  less.  For  reservations, 
please  telephone  your  travel  counsellor 
or  call  us  toll  free. 


Four  Seasons  Hotels 


Four  Seasons  -  Recent 
hotels  and  resorts 
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For  a  short  late-winter  or  early-spring  break, 
it's  hard  to  beat  Key  West. 

Flagler's  folly 


By  Lawrence  Minard 

"Key  West?"  My  friend  grimaced: 
"Tacky  T  shirt  shops  overrun  by  day- 
trippers  from  the  cruise  ships  and  too 
many  trendy  writers.  Yuck!" 

Hold  die  yucks.  Visiting  Key  West 
is  a  way  to  get  the  Caribbean  but  with 
an  American  accent.  My  wife  and  I 
ignored  my  friend's  advice  and  spent  a 
recent  weekend  in  Key  West,  driving 
U.S.  Highway  1  south  1 50  miles  from 
Miami  through  Key  Largo,  Big  Pine 
Key  and  lesser-known  Florida  Keys. 

Exotic  Key  West  is  not,  but  accessi- 
ble it  is,  perfect  for  a  two-  or  three-day 
getaway  from  the  damp  and  windy 
weather  that  afflicts  much  of  the  U.S. 
in  late  winter  and  early  spring.  Key 
West  is  three  hours  by  car  from  Miami 
International  Airport,  45  minutes  by 
air.  We  drove  both  ways.  (Doing  it 


again  I'd  drive  down,  fly  back.) 

For  the  first  50  miles  or  so  the  Keys 
are  extensions  of  suburban  Miami, 
but  as  you  move  south  the  population 
thins  and  discount  stores  give  way  to 
seashell  shops  and  sandy  beaches. 

At  Marathon  Key,  Henry  Flagler's 
original  Seven  Mile  Bridge  comes 
into  view.  An  early  Standard  Oil  Co. 
partner,  Flagler  (1830-1913)  built 
the  Florida  East  Coast  Railway  from 
Jacksonville  to  Miami.  In  1904  he 
decided  to  push  on  to  Key  West  and 
run  a  boat  train  from  there  to  Havana, 
98  miles  south.  Dogged  by  engineer- 
ing problems  and  hurricanes,  the 
project  was  dubbed  "Flagler's  Folly." 
But  eight  years,  $50  million  ($730 
million  in  today's  money)  and  700 
workers'  lives  lost  after  the  project 


began ,  Flagler  rode  his  private  car  int< 
Key  West — and  died  16  months  later 

Flagler's  Overseas  Railway  was  de 
stroyed  by  a  hurricane  in  1935.  Toda 
the  original  Seven  Mile  Bridge  is  listei 
on  the  National  Register  of  Histori 
Places  and  open  only  to  pedestrian 
and  bicyclists. 

On  Key  West  we  stayed  at  Mar 
riott's  Casa  Marina  Resort,  on  th 
island's  mostly  residential  southen 
shore  (305-296-3535).  Complete 
in  1921,  the  Casa  Marina  was  a  siste  ;  A: 
of  Palm  Beach's  Breakers  and  Florid 
F.ast  Coast  Railway's  other  great  turn 
of-the-century  hotels.  Converted  t 
naval  officers'  quarters  during  Won 
War  II,  the  Casa  Marina  fell  int 
disrepair  but  was  reopened  in  1 979  b| 
Marriott  after  a  top -to- bottom  restd 
ration.  Marriott  added  140  gracefi 
rooms  (for  a  total  of  312),  but  th 
wide-planked  Miami  pine  floors  anj 
bougainvillea-covered  stucco  walls  cj 
the  original  building  look  as  they  dij 
when  Ernest  Hemingway  began  visil 
ing  Key  West  in  the  mid-1920i 
Rooms  with  balconies  facing  tH 
Straits  of  Florida  run  about  $325 
night  in  high  season  (Christmq 
through  Easter)  and  around  30%  Id 
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U.S.  Highway  1 
ends  in  Key  West 
(left),  2,100 
miles  south  of  Fort 
Kent,  Me.  Above, 
Marriott's  Casa 
Marina  Resort. 
Right,  the  house  on 
Whitehead 
Street  that  Hem- 
ingway got  at  a 
tax  sale  in  1931  for 
$8,000. 
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le  rest  of  the  year.  (Hurricane  season 
June  through  November. ) 
Other  top-quality  hotels  include 
fie  Pier  House  (800-296-4600),  in 
le  older,  noisier  part  of  Key  West, 
ear  where  the  cruise  ships  dock;  and 
loliday  Inns'  La  Concha  (305-296- 
991),  restored  in  1986.  Portrayed 
y  Hemingway  in  To  Have  and  Have 
Jot,  La  Concha  was  also  a  base  for 
laywright  Tennessee  Williams  and 
aan  Trippe,  who  started  Pan  Ameri- 
m  Airways  in  Key  West  in  1927. 

Key  West  is  barely  1  mile  wide  by  4 
tales  long,  so  wherever  you  stay  is 
ithin  easy  walking  or  biking  distance 
om  wherever  you  want  to  go. 
For  those  turned  off  by  the  surliness 
)  often  encountered  on  Caribbean 
lands,  Casa  Marina  is  a  pleasure.  Its 
aff  is  unfailingly  courteous,  its  beach 
le  best.  Sailing,  parasailing,  fishing 
id  snorkeling  trips  are  available,  as 
e  four  tennis  courts.  The  hottest 
staurant — Louie's  Backyard,  spe- 
alizing  in  the  day's  local  catch — is  a 
l/e-minute  walk  away.  Reservations 
andatory  (305-294-1061). 
If  architecture  interests  you,  don't 
il  to  do  a  couple  of  walking  tours 
med  with  A  Chronological  History  of 
ey  West,  a  humorous  and  informa- 
/e  little  book  by  Stephen  Nichols, 
ailable  at  local  shops  for  $9.95. 
A  10-minute  stroll  from  the  Casa 
Carina  is  Hemingway's  house,  now  a 
useum,  on  Whitehead  Street,  near 
ruman  Avenue.  Another  15  minutes 
)wn  Whitehead  is  Juan  Trippe's 
iginal  Pan  Am  office;  it's  now  a 
mdy  restaurant,  Kelly's  Caribbean 
ir  &  Grill,  owned  by  actress  Kelly 
cGillis  and  her  husband.  A  couple 
inutes  away,  on  Front  Street,  is 
•uman's  Annex;  Harry  Truman's  va- 
tion  home  during  the  late  1940s,  it 
ouses  the  Little  White  House  Muse- 
n.  Also  nearby  is  the  beautifully 
rnished  Audubon  House,  with 
any  of  the  naturalist's  original  en- 
avings  and  a  lush  garden.  Close  by  is 
i  Wrecker's  Museum;  built  in 
29,  it  chronicles  Key  West's  early 
ys  of  ship -salvaging  and  piracy. 
By  noon  you'll  be  ready  to  sit  on  the 
ach  or  sail  out  to  the  barrier  reef  for 
orkeling  or  scuba  diving — the  aver- 
e  water  temperature  January 
rough  May  is  around  75  degrees, 
d  no  passport  hassles  in  sweaty 
iribbean  airports.  ■ 


On  the  hallowed  grounds  of  the  St.  Andrews  Old  Course 

Guaranteed  tee  times  at  some  of  the  best  gclf  courses  in  the  world. 

A  golf  club  for  globe-trotters 


How  would  YOU  like  to  join  a  club 
that  lets  you  play  20  of  the  best  golf 
courses  on  the  globe?  Clubs  like  Peb- 
ble Beach  and  Rancho  Monterra  in 
Monterey,  Calif;  Kiawah  Island  in 
South  Carolina;  St.  Andrews  Old 
Course  in  Scotland;  Kildare  in  Straf- 
fan,  Ireland;  Cotton  Bay,  Eleuthera, 
Bahamas;  Palmilla,  Los  Cabos,  Mexi- 
co; and  other  courses  throughout  Eu- 
rope and  Asia,  Australia  and  New 
Zealand. 

For  an  initiation  fee  of  $32,500, 
limited  time  only,  and  dues  of  $2,500 
a  year,  all  that  can  be  yours  if  you  join 
the  Player  Club  (yes,  Gary  Player  is 
honorary  chairman).  Your  home  club 
will  be  Gosford  Park,  near  Edin- 
burgh, reserved  exclusively  for  club 
members.  It  will  eventually  have  four 
links  courses,  a  golf  academy  and  a 
museum. 

An  individual  membership  in  the 
Player  Club  also  allows  you  to  stay  up 
to  two  weeks  at  a  time  at  any  or  all  of 
the  various  clubs  mentioned  above.  A 
luxury  suite  and  greens  fees  for  two 
rounds  of  golf  per  day  are  included 
(with  the  exception  of  Pebble  Beach, 
a  public  course  to  which  Player  Club 
has  no  special  access).  Individual 


members  can  also  bring  one  or  two 
guests  for  up  to  ten  calendar  days  per 
year  at  member  clubs.  Guests  pay  a 
room  rate  of  $  150  per  night,  per  suite. 
Twenty  or  more  luxury  suites  at  each 
club  location  will  be  reserved  for  Play- 
er Club  members'  use. 

Corporate  and  founder  members 
are  allowed  to  nominate  other  indi- 
viduals as  members,  who  in  turn  can 
bring  additional  guests. 

Since  Gosford  Park  is  new  this  year 
and  still  adding  facilities — five  are 
scheduled  to  be  available  by  January 
1995 — memberships  are  currently 
being  discounted  by  about  10%.  The 
first  year's  dues  ($2,500)  are  waived 
for  individual  and  corporate  member- 
ships (currently  $65,000  to  join,  with 
$5,000  annual  dues). 

Founder  memberships  are  available 
initially  at  $135,000,  with  no  dues 
payable  until  2004.  Memberships  are 
transferable  to  your  heirs,  or  can  be 
turned  back  to  the  club,  with  80%  of 
the  proceeds  of  the  resale  going  to  the 
exiting  member.  For  more  informa- 
tion contact  Neal  Smith,  3  Villa  Car- 
mei,  Fourth  Avenue  at  Mission  Street, 
Carmel,  Calif.  93921.  Telephone: 
800-4PLAYER.  -W.G.F.  mm 
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PERFORM  FO 


When  the  curtain  rises  and  the  spotlight  shines  on  a  municipal  bond  insurance  deal,  you'd  better  be  prepart 
do  what  it  takes  to  make  the  issue  a  success.  At  AA4BAC,  that  includes  listening  harder.  Responding  faster.  Ma\ 
an  effort  to  understand  our  clients'  needs.  Being  right  there  with  the  answers  they  demand. 

It's  how  we  approach  every  transaction  with  which  we  get  involved.  And  it's  why  we're  able  to  structure  insurl 
that's  better  for  all  concerned.  Investment  bankers.  Issuers  and  their  advisors.  Not  to  mention  investors  themst 


One  State  Street  Plaza,  New  York,  New  York  10004;  (212)  668-0340 


\SBORK 

G  E  SET, 

IUM  FUNDED, 

I  BOND  INSURED, 

PEOPLE 

[NOW  HOW  TO 

HE  CUSTOMER 


ippreciate  the  financial  strength  and  stability  of  AMBAC  Our  commitment  to 
i  has  drawn  praise  from  the  toughest  critics  in  the  business  —  both  Moody's  and 

have  granted  us  triple-A  rating   1  '  /  in  over  20  years  of  insuring  bonds,  we've  A^fD  A 

ded  in  building  one  of  the  m,  '  ~  aire,  diversified  portfolios  anywhere.  JHLifaPflMf 

learn  more,  call  (212)  208-        i  i  e 'll  send  you  our  new  video,  For  the  Life  of  the  Bond.     iiiiihb  ■  iiHmMnw 

OU         HAVE         OUR         WORD  ON  IT 


ONAL  AFFAIRS 


Auction  prices  rise  and  fall,  but  fine  French  furniture 

just  goes  up  and  up— and  up. 

Marie  Antoinette 
sat  here 


By  Christie  Brown 

Whkn  fashion  ARBITER  Hubert  de 
Givenchy  put  several  rooms  full  of 
17th-  and  18th-century  French  furni- 
ture from  his  Paris  mansion  up  on  the 
block  last  December,  Christie's  gave 
it  royal  treatment,  with  exhibits  in 
New  York  and  Paris.  A  two-volume 
catalog  bound  in  dark  green  silk  the 
color  of  Givenchy's  living  room  walls 
went  on  sale  at  $55  a  copy.  "These 


were  not  the  rooms  of  a  parvenu 
fantasist,1'  proclaimed  Theodore 
Dell,  a  leading  expert  on  French  fur- 
niture, in  his  introduction  to  the  auc- 
tion catalog. 

The  sale  itself  took  place  at  a  gala 
evening  held  at  the  Metropole  Palace 
Hotel  in  Monte  Carlo. 

A  smashing  success:  $26  million — 
30%  over  the  estimate.  Some  of  Gi- 


venchy's pieces  made  records.  A  mas- 
sive Louis  XIV  desk  made  in  the  earh 
1700s  by  Andre-Charles  Boul 
brought  $3.2  million — highest  cvci 
for  a  piece  by  Boulle.  When  last  aucl 
tioned,  in  1953,  it  fetched  $4,700.  A\ 
Louis  XV  tulipwood  marquetry  cabi 
net  (made  in  1758)  that  fetchec 
$604,000  in  1985  brought  $1.8  mil 
lion  at  the  auction. 

French  furniture  is  hot;  but  unlike; 
lot  of  other  stuff,  it  never  did  get  cool 
High-end  French  furniture  didn'i 
spike,  then  collapse  in  the  last  decade 
as  did  other  Continental  and  Englisn 
furniture  styles.  It  has  maintained  i 
steady  climb,  fueled  by  a  long  string  o 
sales  by  high-profile  owners.  Sinca 
1984  there  have  been  major  auction] 
from  the  collections  of  Jayne  Wrights] 
man  ( a  major  donor  to  the  Metropoli 
tan  Museum  of  Art),  the  Patino  famili 
( Bolivian  tin),  the  Schlumberger  famj 
ily  (French  oil  services)  and  Petei 
Sharp  (New  York  real  estate). 

In  May  Sotheby's  is  hammering 
down  the  French  collection  of  Wen] 
dell  Cherry,  the  late  president  of  Hul 
mana,  Inc.,  which  has  several  piece! 
expected  to  bring  more  than  $1  mill 
lion  each.  Christie's  has  consign] 
ments  from  Jean  Vanderbilt  an<f 
Geoffrey  Beene. 

One  of  the  beauties  of  royal  piece 
is  the  ease  with  which  they  can  h| 
authenticated.  All  three  of  these  royal 
Louis  kept  exhaustive  inventories,  de 
scribing  ever)'  piece  of  furniture  at 
their  courts,  from  the  servants'  room 
on  down.  The  objects  were  numjl 
bered,  using  stencils.  Those  number! 
are  still  visible  today. 

There  are  four  distinctly  differed 
styles  of  premium  French  furniture) 
The  most  opulent  is  the  Sun  King 
Louis  XIV  (reigned  1643-17151 
Grandiose  and  architecturally  in 
spired,  the  look  is  characterized  bl 
Boulle  ( 1 642 -1732),  who  became  faf 
mous  for  making  furniture  covered 
with  intricate  patterns  of  tortoise! 
shell,  ebony  and  brass,  topped  witl 
layers  of  lacquer  and  bedecked  witl 
elaborate  gilded  bronze  mounts. 

The  Regence  style,  roughly  171(j 
to  1 735,  overlapped  the  years  a  regeru 
cy  ruled  for  the  young  Louis  XV.  Thlj 
nobility,  forced  to  live  at  court  undo 
Louis  XIV,  moved  out  to  their  owl 
houses  in  Paris.  To  meet  their  needs 
furniture  was  less  formal,  with  plaij 
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ts  heated  drivers  seat  should 
armly  received. 

Standard  dual  air  bags,  anti-lock  brakes  and 

naRide®suspension.  Even  warm  touches  like 

available  heated  driver's  seat.  You'll  be  very 
mfortable  with  the  quality  of  your  Park  Avenue. 

find  out  more,  call  1-800-4A-BUICK. 


BUICK 

e  New  Symbol  For  Quality 
In'  America. 


wood  veneers  and  simpler  mounts. 

Rococo  became  the  rage  from 
1735  to  1765  under  Louis  XV 
(reigned  1715-74).  The  lightest  and 
most  feminine  of  the  periods,  it  fea- 
tured curvy,  flowing  lines  and  motifs 
of  seashells,  dragons  and  flowers. 
Large  pieces  were  commonly  ve- 
neered with  floral  marquetry  or  geo- 
metric, floorlike  parquetry. 

By  1774,  when  Louis  XVI  was 
crowned,  tastes  had  switched  again. 
This  time,  Neoclassical,  with  tapered 
tinted  columns  and  Etruscan  friezes. 

The  French  Revolution  (1792-95) 
sent  Louis  XVI  and  Marie  Antoinette 
to  the  guillotine  and  dispersed  the 
great  furniture  collections.  Much  was 
destroyed.  Much  was  bought  up  on 
the  cheap  by  the  still  solvent  British 
aristocracy,  and  some  found  its  way  to 
the  U.S.  Take  a  low  Louis  XVI  book- 
case that  brought  $1 .9  million  at  the 
Givenchy  sale.  It  was  made  around 
1 785  for  the  Comte  d'Artois'  curator. 
Inside  the  bookcase  is  a  paper  label 
stating  it  was  bought  by  a  wealthy 
Bostonian,  Peter  Parker,  at  auction 
at  Versailles,  probably  in  1814. 
Price:  $75. 

Traceable  royal  ownership  brings 
even  higher  prices.  Take  Marie  An- 
toinette's jewelry  casket  and  match- 
ing stand.  Documents  prove  the  cas 
ket  was  a  gift  from  her  mother,  the 
Empress  Maria  Theresa  of  Austria,  in 
1770.  It  was  probably  sold  at  auction 
in  17^5  and  later  wound  up  in  the 
Paris  collection  of  Baron  Alphonse  de 
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Louis  XV  marquetry 
cabinet,  1758  (left) 
From  $604,000 
in  1985  to 
$1.8  million 
at  Givenchy  sale. 


Louis  XVI 
commode  (1780) 
Should  bring 
over  $1  million 
at  Sotheby's 
in  May. 


French  provincia 
is  a  different  story 
Walnut  buffet 
got  $13,000. 


Rothschild. 

The  jewelry  casket  came  up  for  sale 
in  1991  at  AderTajan,  a  Paris  auction 
house,  fetching  $4.9  million.  The 
new  owner  is  Jean- Marc  Vernes,  a 
prominent  financier  in  Paris.  "I 
bought  it  so  that  it  would  stay  in 
France  and  to  help  satisfy  my  estate 
taxes,"  says  Vernes,  who  plans  to  have 
the  casket  returned  to  Marie  Antoi- 
nette's boudoir  at  Versailles  after  his 
death.  France  allows  a  good  portion 
of  estate  taxes  to  be  paid  by  artwork,  a 
nifty  way  to  buy  art. 

Empire  furniture,  made  during  Na- 
poleon's rule  (1804-14),  has  never 
had  the  cachet  of  the  ancien  regime. 
Notable  for  its  monumental  propor- 
tions and  bold  designs,  it  is  scoffed  at 
by  the  French  for  being  nouveau 
riche.  Americans  fell  in  love  with  the 
look  in  the  1980s  and  pushed  prices 
up  for  a  time,  but  they  dropped  back 
to  1970s  prices.  "A  good  quality  pair 
of  Empire  chairs  now  goes  for  $5,000 
to  $6,000,  the  same  price  I  was  quot- 
ing in  1978,"  says  Phillips  Hathaway, 
head  of  Sotheby's  European  furniture 
in  New  York. 

Even  less  expensive  is  French  pro- 
vincial furniture — the  stuff  made  pop- 
ular by  Pierre  Deux  in  the  1970s  and 
1980s.  The  comfortable  country  look 
brings  high  prices  at  some  dealers,  but 
not  at  auction  houses.  A  pretty  pro- 
vincial commode  that  typicallv  sells 
for  $15,000  to  $20,000  at  a  gallery 
will  get  only  $4,000  to  $5,000  at 
Christie's  or  Sotheby's. 


Then  there  are  the  copies  of  th 
good  stuff.  The  Vanderbilts  and  Aj 
tors  filled  their  Newport  houses  wil 
quite  expensive  Louis  XIV  knockof 
made  in  France.  Experts  can  easil 
spot  most:  The  old  stuffwill  have  we< 
and  tear  on  the  feet,  hand-sawn  marl 
under  the  surfaces,  and  probabl 
worm  holes. 

Interested  in  French  furniture?  Fc 
more  information  pick  up  auctio 
catalogs,  which  have  some  of  the  be: 
researched  information  in  the  fie 
Three  worthwhile  books  are 
French  Interior  in  the  18th  Centu 
by  John  Whitehead  (Dutton  Studii 
Books,  $50);  French  Furniture  of  ia 
18th  Century,  by  Pierre  Verlet  (Unj 
versify  of  Virginia  Press,  $75 );  and  th 
new  two-volume  work  Furniture  Cffl 
lections  in  the  Louvre,  published  b 
Editions  Eaton  and  sold  for  $50(1 
Contact  the  Archivia  Decorative  An 
Bookshop  in  New  York  or  any  shoj 
specializing  in  art  books.  ■ 
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You  can 't  work  any  harder, 
but  maybe  your  assets  can. 


hard  to  properly  manage  your  assets. 

At  U.S.  Trust,  we've  been  successfully  providing  clients  and 
their  families  with  comprehensive  asset  management  for  over  140 
years.  Our  investment  strategy  combines  a  disciplined  search  for  value 
with  appropriate  asset  diversification  to  limit  risk  and  maximize 
returns.  What's  more,  we  create  highly  individualized  plans  to  help 
each  client  meet  their  specific  financial  objectives. 

If  you're  interested  in  having  your  assets  work  harder,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 


FHuE9  d  cm  nil  inc  nuunco 

EDITED  BY  JOHN  R.  HAYES 

Idea  man 

David  Judelson  has  never  been 
afraid  of  being  ahead  of  his  time.  Back 
in  the  late  1970s,  as  president  of  Gulf 
&  Western,  Judelson  lost  millions 
developing  an  electric  car.  But  in 
1971  he  made  a  prescient  acquisition, 
a  little-known  $20  million  (sales  back 
then)  computer  game  company  called 
Sega.  Unfortunately  for  G&w,  Martin 
Davis  dumped  Sega  a  few  months 
after  Judelson  quit  in  1983.  (Davis 
edged  him  out  for  the  top  job  after 
Charles  Bluhdorn  died.)  Sega  has 
grown  to  a  $3.5  billion  monster. 

Since  then,  Judelson,  an  engineer 
with  25  patents  to  his  name,  has 
shunned  corporate  life  for  high-tech 
venture  startups.  He  runs  Biopure,  a 
Boston  biotech  outfit  that  has  a  $179 
million  contract  with  Upjohn  to  de- 
velop a  blood  substitute  now  in  clini- 
cal tests.  Speaking  with  an  entrepre- 
neur's enthusiasm — which  makes 
Upjohn  very  nervous — he  says, 
"We're  very  bullish  now.  The  odds 
have  turned  around  to  where  I  don't 
think  there's  a  chance  of  failure." 

His  latest  venture:  Digital  Com- 
pression Technology,  which  a  few 
weeks  ago  announced  a  new  technol- 
ogy for  squeezing  multiple  video  sig- 
nals over  copper  telephone  wires.  If  it 
pans  out,  the  technology  will  allow 
telephone  companies  to  compete 
with  cable  TV  companies  without  hav- 
ing to  rewire  the  country. 

Skeptics  abound,  but  Judelson's 
reputation  carries  weight.  He  says  he 
got  600  responses  to  the  announce- 
ment and  is  now  evaluating  proposals 
from  four  semiconductor  makers. 


though  he  won't  name  names.  "The 
skepticism  will  stay  there  until  this 
thing  works  over  hardware,"  he  ac- 
knowledges. "But  a  chip  is  going  to 
be  made  and  it's  going  to  work." 
Hey,  who's  to  argue  with  the  man 
who  foresaw  Sonic  the  Hedgehog? 


Artful  dealings 

Matthew  Marks  picked  a  terrible 
time  to  open  his  New  York  gallery: 
1990,  the  nadir  of  the  art  market 
collapse.  But  in  four  years  the  31- 
year-old  Bennington  graduate  has  es- 
tablished himself  as  the  new  force  in 
the  modern  art  world.  His  biggest 
coup:  Marks  is  one  of  three  dealers 
(far  and  away  the  youngest)  chosen  by 
the  conservators  for  Willem  de  Koo- 
ning to  handle  the  painter's  later 


David  Judelson, 
Digital  Compression 
Technology 
"It's  going 
to  work." 


works,  some  of  which  have  sold  for  as 
much  as  $2.5  million. 

De  Kooning  is  a  big  deal  right  now, 
even  though  some  critics  have  dis] 
missed  his  most  recent  works  because 
the  89 -year-old  painter  suffers  from 
Alzheimer's  disease.  But  Washing] 
ton's  prestigious  National  Gallery  oj 
Art  is  preparing  a  50-year  de  Kooning 
retrospective  this  spring,  a  rare  honoj 
for  a  living  artist.  And  San  Francisco's 
Museum  of  Modern  Art  plans  a  late 
works  exhibition  next  year. 

Marks  has  been  given  more  to  self 
than  either  of  the  two  more  expert 
enced  dealers  with  the  estate,  Ami 
Glimcher  and  Stephen  Mazoh.  "He' 
the  great  dealer  of  the  next  genera 
tion,"  asserts  John  Eastman,  the  law 
yer  in  charge  of  de  Kooning's  affairs] 
Marks  survived  the  lean  years  bj 
shunning  big  works  for  more  afford 
able  prints  and  drawings.  That  buil 
him  a  following  of  collectors  and  en 
gendered  loyalty  among  artists,  who 
have  trouble  showing  lower-price^ 
works.  Painters  like  Brice  Mard'el 
whose  works  sell  for  as  much  4 
$500,000,  were  so  impressed  the] 
began  using  Marks  to  sell  large 
things  as  well. 

For  his  part,  Marks  says  he's  gratej 
ful  to  have  opened  his  gallery  after  th 
boom.  Says  he,  "I  never  got  used  to 
way  of  life  that  was  unrealistic  and  I'vj 
never  had  to  cut  back." 

-Lisa  Gubernick  ■ 
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New  York  State  to  Forbes: 
We're  not  that  bad 


Sir:  There  are  a  lot  of  ways  of  killing 
the  goose.  One  is  to  impose  such 
onerous  burdens  on  business  that  it 
moves  or  closes  its  doors.  Another  is 
to  paint  a  picture  so  bleak,  however 
untrue,  that  the  result  is  the  same. 
Forbes,  in  its  desire  to  portray  New 
York  State  as  the  first  kind  of  killer, 
stands  guilty  of  attempted  business 
slaughter  of  the  second  kind  ( "Killing 
the  goose,11  Jan.  31). 

[You  were]  used  to  achieve  the 
archconservative  political  agenda  of  a 
group  of  antitax  millionaires  calling 
itself  Change-NY,  so  innocendy  de- 
scribed by  Forbes  as  "a  public  inter- 
est group.11  Its  only  interest  is  self- 
interest,  and  either  the  magazine  is  in 
cahoots  with  it  or  it  has  conned 
Forbes. 

[You  said]  a  small  businessman 
moved  across  the  border  to  Pennsyl- 
vania, and  his  workers1  compensation 
costs  decreased  by  two-thirds.  Fact: 
Workers1  comp  costs  in  New  York 
were  9.7%  higher  on  average  than  in 
Pennsylvania.  It's  not  possible  to  pay 
$20  more  per  worker  per  week  in  New 
York  in  unemployment  insurance. 

Fact:  According  to  the  Edison 
Electric  Institute,  the  highest  rate 
charged  by  New  York  State  Electric  & 
Gas  for  industrial  customers  works 
out  to  about  11.5  cents  per  kwh  (as  of 
last  July  1 )  for  a  very  small  user;  more 
typical  would  be  about  8.8  cents. 
Comparable  rates  charged  by  Penn- 
sylvania Power  &  Light  range  from 
7.7  cents  to  9.9  cents. 

Forbes  neglects  to  mention  that 
the  Pennsylvania  corporation  income 
tax  rate  is  12.25%,  compared  with 
10.35%  in  New  York. 

Fact:  [You  said]  W.R.  Grace  em- 
ployees received  a  12%  raise  when  the 
company  moved  from  New  York  City 
to  Florida.  Because  state  and  city  in- 
come taxes  are  federally  deductible, 
the  net  impact  was  closer  to  8%. 

New  Yorkers  have  high  effective 
federal  tax  rates,  and  they  deduct  state 
and  local  income  and  property  taxes  at 


those  rates,  substantially  reducing  the 
effects  of  New  York's  taxes.  What 
percentage  of  income  do  Americans 
pay  to  state  and  local  taxes?  On  aver- 
age, 1 1 .3%;  New  Yorkers,  15.1%. 

New  York  state  and  local  taxes 
combined  are  among  the  highest  in 
the  nation?  Fact:  The  gap  results  from 
New  York  City,  which,  with  40%  of 
the  state's  population,  accounts  for 
50%  of  local  taxes  paid  in  the  state. 

Inheritance  taxes?  While  the  inheri- 
tance tax  is  21%  in  New  York,  with 
federal  offsets  the  effective  rate  is  5%. 

Corporate  tax  rates  among  the 
highest  in  the  country?  Fact:  Effective 
corporate  tax  rates  as  a  share  of  state- 
wide personal  income  are  5.1%  in 
New  York,  compared  with  the  nation- 
al average  of  4.4%. 

Forbes  says  New  York  is  losing 
population  because  of  a  declining  job 
market?  Fact:  New  York  suffered  a 
substantial  population  decline  be- 
tween 1970  and  1980,  but  in  1993 
the  population  was  1 .2%  higher  than 
in  1990. 

Does  New  York  spend  the  billions 
of  dollars  it  allegedly  unfairly  collects 
from  business  on  a  booming  and  ex- 
pensive government  bureaucracy? 
Fact:  New  York  ranks  44th  in  the  U.S. 
in  the  number  of  state  employees  per 
10,000  residents. 

How  are  we  doing  in  education? 
Forbes  cites  a  68-point  drop  in  sat 
scores  since  1971 ,  but  virtually  all  that 
decline  occurred  before  1983. 

How  can  a  business  magazine  tell  its 
knowledgeable  readers  that  ism's  re- 
structuring in  the  Hudson  Valley  had 


anything  to  do  with  the  costs  of  doin 
business  in  New  York?  IBM  has  a  his 
toric  concentration  in  New  Yori 
State,  and  the  product  lines  producec 
here,  such  as  mainframe  computers 
tend  to  be  those  older  products  foi 
which  global  demand  is  declining. 

No  takers  for  the  empty  plants?  Th< 
highly  regarded  Cirrus  Logic  will  b< 
the  first  of  many. 

Killing  the  goose?  Forbes  tried.  Ic 
readers  are  smarter. 
-Vincent  Tese 

Director  of  Economic  Developmen 

for  New  York  State 
Albany,  N.Y. 


For  Mr.  Tese,  the  term  "public  interek 
group'1'  applies  only  to  those  who  agrel 
with  him.  Do  only  liberal  and  left-win} 
groups  deserve  the  label7.  Yes,  in  err  A 
we  overstated  the  difference  in  unerm 
ployment  taxes  between  New  York  am 
Pennsylvania,  but  Mr.  Tese  concedt 
that  New  York's  are  substantially  high 
er.  Yes,  New  York  State  income  taxi 
are  deductible  in  figuring  taxable  fed 
eral  income,  but  so  are  those  of  ever 
other  state.  Pennsylvania's  corporal 
rate  may  be  higher  than  New  York': 
but  we  never  said  New  York's  corporal 
rate  was  the  highest;  we  said  it  wa 
among  the  highest.  In  contesting  ou 
numbers  on  New  York's  bloated  publi 
payroll,  Mr.  Tese  deftly  substitutes  of 
anges  for  apples.  Our  figures  sped  fid 
combined  state  and  local,  while  Mi 
Tese  counts  only  those  employed  by  th 
state  government.  He  concedes  tha 
power  rates  are  higher  in  New  Yor 
than  in  Pennsylvania  and  that  Nei 
York's  inheritance  taxes  are  high.  A 
for  that  Cirrus  Logic  deal:  It  has  notyt 
been  signed  and,  if  it  is,  will  replace  le. 
than  10%  of  the  jobs  lost  at  IBM,  an, 
that  with  state  subsidies  amounting  fl  jyou'Vl 
about  $60,000 per  worker. 

Nothing  in  Mr.  Tese's  letter  undci 
mines  our  assertion  that  New  Yor  jecti 
State's  crushing  tax  burden  has  drive, 
and  continues  to  drive  business  out  t 
the  state.-  En. 
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Our  new  home  theater  comes  with  plenty  of  leg  room 


You're  just  aching  for  big  entertainment,  so  stretch  out  those  weary  legs.  Our  new 
;aterViewIM  projection  TVs  deliver  maximum  stimulation  for  eyes  and  ears.  With  plenty  of 
a  room  to  put  your  feet  up.  Because  we've  engineered  the  cabinet  profile  down  to  about  the 
e  depth  as  a  standard  27-inch  TV  set.  But  we  haven't  sacrificed  performance  one  inch.  With 
_s  like:  800  lines  of  horizontal  resolution,  4-channel  Digital  Sound  Processing,  dual-tuner  PIP. 
1  you've  got  five  incredible  48"  models — and  two  55"  beauties — to  choose  from.  Take  a  stroll 
jm  to  your  Toshiba  dealer  today,  and  stretch  out  in  front  of  a  narrow-body  TheaterView™ 
lection  TV.  They'll  give  you  lots  of  extra  room  for  your  legs.  While  they  take  your  breath  away. 


;ATGRV|EW  .1  a  iradcmark  of  TACP 


In  Touch  witli  Tomorrow 

TOSHIBA 


Toshiba  America  Consumer  Products.  IrK  82  Totowa  Road  Wayne.  NJ  07470 


Make  A  Strong 
Financial  Statement. 


The  Lincoln  Town  Car  Two -Year  Lease 

STANDARD  FEATURES 
•  Remarkably  quiet  ride 

PER  MONTH,  24-MONTH  LEASE' 


$. 


•  4.6-liter  V-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags* 

•  Four-wheel  disc  anti-lock  brakes 

•  Six-way  power  driver  and  passenger  seats 

•  Remote  illuminated  keyless  entry  system 
•CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information,  call  1  800  255-5433. 


469 


Refundable  security  deposit  

•475 

Down  payment  

'2,000 

First  month's  payment  

s469 

Cash  due  at  lease  inception  

 !2,944,! 

LINCOLN 

What    A    Luxury    Car    Should  Be 


'Lease  payment  based  on  average  capitalized  cost  of  90.90%  Town  Car  MSRP  for  24-month  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  in  the  U.S.  fro] 
Sept.  1  to  Dec.  31,  1993.  Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  Payment  may  be  higher  in  AK,  CT,  KY,  MA,  MO,  NC,  Rl,  TX 
WV.  For  special  lease  terms,  take  new  retail  delivery  Irom  dealer  stock  by  4/05/94.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  with  tK 
dealer  at  signing.  Lessee  is  responsible  for  excess  wear/tear  and  $.11  per  mile  over  30,000  miles.  Credit  approval/insurability  determined  by  Ford  Credit.  Total  ( 
monthly  payrm  nts  is  $1 1,256.  "Excludes  tax,  title  and  other  fees.  'Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt 

LINCOLN-MERCURY  DIVISION  C3|55  Buckle  up-togethrr  wc  can  save  lives. 
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BY  GILBERT  STEEDLEY   m 


The  overall  market 


investors  worldwide  have  a  cast  of 
Elation  jitters.  Bond  yields  are  rising, 
toeks  falling — the  Barra  All-US  price 
pdex  shows  a  2%  decline  over  the 
Jast  two  weeks;  British  and  German 
hdexes  are  off  5.1%  and  4.3%,  respec- 
[vely,  over  the  same  period. 
;  But  Elizabeth  Mackay,  a  strategist 
I  Bear,  Stearns,  thinks  the  weakness 
I  the  bond  markets  is  mainly  due  to 
.•clinical  reasons  for  selling — highly 
Sreraged  hedge  funds,  for  example, 
nloading  bonds,  in  some  cases  exac 
rbated  by  margin  calls.  She  notes 
hat  financial  market  behavior  nor- 
lally  associated  with  a  return  of  infla- 
on  is  absent.  "When  interest  rates 
re  rising,  investors  usually  sell  bonds 
nd  buy  commodities,  but  this  is  not 
ping  on  right  now,"  says  Mackay, 
jointing  out  that  the  Commodity 
research  Bureau's  futures  index  is  off 
ightly.  And  precious  metals  prices 
re  soft,  hardly  a  sign  that  investors 
e  panicked  about  inflation. 


Special  focus 


Utilities  have  taken  a  beating 
lately  over  investors1  concerns 
about  rising  interest  rates.  If  you 
think  rates  will  decline,  check 
these  out.  Each  stock  is  off  at 
least  15%  from  its  one-year  high, 
yields  6.5%  or  more  and  is  rated 
A+  or  better  by  Value  Line. 


Potential  energy 


Company 

%  change 
from 
high 

Yield 

Cipsco 

-16% 

6.9% 

Consolidated  Edison 

-22 

6.8 

IES  Industries 

-15 

7.2 

Potomac  Elec  Pcwer 

-20 

7.2 

San  Diego  Gas  &  Elec 

-18 

6.5 

SCEcorp 

-30 

7.8 

Union  Electric 

-18 

6.5 

WPL  Holdings 

-20 

6.5 

3000 
2600 

2200 
1800 

1400 
1000 


The  Barra  All-US  price  index  as  of  3/3/94 

Market  value:  $5,077.8  billion 

P/E:  23.7 

P/E  minus  negative  EPS:  16.9 
Price/book:  2.7 
Yield:  2.4% 


12-month  closeup 


Source:  Value  Line,  via  OneSource  Information  Services 
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Closeup  on  the  market 

%  change  from 

Index  or  investment/value  or  price 

2-week  change 

1  year  ago       5-year  high 

Barra  All-US  index 

-1.7  % 

5.4%  -4.0% 

S&P/Barra  Growth  index1 

-1.4 

1.5 

-3.3 

S&P/Barra  Value  index 

-1.5 

10.2 

-4.1 

Dow  Jones  industrials 

-2.5 

12.5 

-3.9 

S&P  500 

-1.6 

3.5 

-3.9 

NYSE 

-1.8 

4.1 

-4.1 

Nasdaq 

-0.7 

■ 

15.3 

-2.0 

Amex 

-1.9 

12.8 

-4.6 

EAFE 

-1.6 

31.9 

-3.4 

CRB  futures  index 

-0.3 

1 

9.6 

-10.8 

Gold  (Comex  spot) 

-1.4 

14.7 

-10.7 

Yen  (per  $US) 

-0.1 

1 

-12.8 

-35.2 

Oil  (W  Texas  Intermediate) 

3.7 

-29.9 

-64.2 

The  best  and  worst  performing  stocks 

Best 

Price 

2-week  1994 
change  EPS6 

Worst 

Price 

2-week  1994 
change  EPS* 

Western  Digital 

18V4 

43%  $0.96 

Media  Vision  Technology 

30 

-30%  $2.03 

Electronic  Retailing  Sys 

133/4 

38  -0.30 

American  Healthcorp 

15 1/2 

-29  0.83 

Applied  Magnetics 

7 

37  -0.24 

Education  Alternatives 

163/4 

-29  0.41 

Wholesome  &  Hearty  Foods 

25  3/4 

36  0.35 

BroadBand  Technologies 

193/4 

-26  -1.40 

Dell  Computer 

27 

31  1.91 

Tops  Appliance  City 

93/4 

-25         1-20  j 

The  best  and  worst  performing  industry  factors7 

Best 

2-week 
change 

Since 
12/31/93 

Worst 

2-week 
change 

Since 
12/31/93 

Photographic,  optical 

5.7% 

-2.8% 

Tobacco 

-10.0% 

-3.7% 

Trucking 

3.0 

19.1 

Broadcasting,  publishing 

-6.8 

-11.9 

Retail 

2.9 

2.5 

Air  transport 

-6.5 

-8.9 

Electronics 

2.6 

8.3 

Thrifts 

-4.9 

-8.5 

Supermarkets 

1.9 

4.3 

Other  financial  services 

-4.7 

-4.3 

e:  Data  for  period  ending  3/3/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
•kets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  :  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
lings  growth! 1  Total  return  of  more  than  300  large-capitalizaiion  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  "A  dollar-denominated  capitalization-weighted 
ex  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
ancial  Information'.  'Estimate.  Source:  Institutional  Brokers  Estimate  System.  '  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth 
iracteristics.  Multi-industry  firms  have  proportional  contribute  ns  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Foreign  vs.  U.S.  markets 


E160 


130 


100 


70 


Developed  markets 


Emerging  markets 


Total  return2 

Total  return' 

Value  of  $100  invested  2/28/91 

Market 

3  months 

12  months 

P/E 

3  months 

12  months 

P/E 

S&P  500                     ^  ' 

Finland 

28% 

119% 

NM 

International  Finance  Corporation  indexes 

Japan 

25 

47 

NM 

IFC  Investable3 

25% 

82% 

27 

Norway 

25 

60 

42 

IFC  Global4 

31 

74 

28 

Sweden 

23 

55 

NM 

Market 

**V^y  eafe' 

Italy 

23 

27 

IN  IVI 

Poland 

99 

1,021 

45 

Germany 

1 

19 

31 

Hungary 

78 

217 

NM 

'91             '92           '93  '94 

Canada 

6 

15 

NM 

Taiwan,  China 

60 

91 

36 

As  of  2/28/94          S&P  500  EAFE 

Malaysia 

6 

80 

36 

Venezuela 

0 

42 

30 

P/E                  22.9  36.3 

Yield                   2.8%       1.8%  j 

United  Kingdom 

7 

30 

20 

Malaysia 

1 

74 

43 

Price/book            3.2         2.2  | 

Netherlands 

8 

32 

20 

Jordan 

5 

42 

19 

Southeast  Asian  stock  markets  were  hot  last  year.  Now 
what?  "They  will  be  out  of  the  limelight  in  1994,"  pre- 
dicts Martin  Wade,  president  of  the  T.  Rowe  Price  Inter- 
national Stock  Fund,  a  member  of  FORBES'  mutual  fund 
honor  roll  for  four  consecutive  years.  This  year  Wacie  is 
bullish  on  Europe — especially  France,  the  Netherlands 
and  Switzerland — where  he  expects  a  further  drop  in 
interest  rates  and  a  pickup  in  economic  activity. 

What  about  Japan?  So  far  this  year  the  Nikkei  index  is 
up  15%  through  February.  But  Wade  doubts  that  Japan's 


problems  are  over;  he  expects  Japanese  stocks  to  movl 
sideways  through  the  rest  of  the  year. 

As  for  emerging  markets,  Elizabeth  Morrissey,  manage 
ing  partner  at  Washington,  D.C.'s  Kleiman  International 
Consultants,  sees  the  best  investment  opportunities  in 
Brazil,  Colombia  and  Peru.  Among  her  favorite  stocks  arl 
three  banks:  Banco  Bradesco  (Brazil),  Banco  de  Bogota 
(Colombia)  and  Banco  de  Credito  del  Peru.  Morrissel 
also  likes  two  tiny  Eastern  European  stock  markets] 
Poland  and  Hungary. 


Who's  hot 


Who's  not 


Company/country 

Business 

Price 

3-month 
price 
change 

P/E 

Company/country 

Business 

Price 

3-month 
price 
change 

P/E 

Nitsuko/Japan 

electronics 

13'/4 

113% 

NM 

Banco  Espanol  de  Credito/Spain 

banking 

55/8 

-62% 

NM 

Public  Bank/Malaysia 

banking 

l7/8 

82 

38 

Canadian  Tire/Canada 

auto  parts 

9'/2 

14 

Marieberg  Tidnings/Sweden 

broadcast,  pub! 

27  Vi 

79 

23  I 

Scott's  Hospitality/Canada 

leisure  &  tourism 

6'/8 

-24 

16 

Nippon  Elec  Glass/Japan 

industrial  prods 

173/8 

74 

NM 

Dixons  Group/UK 

specialty  stores 

3'/8 

-21 

NM 

SAP/Germany 

software 

1,51  IS, 

64 

41 

Canal  +/France 

broadcast,  publ 

1715/8 

-19 

16 

1 

Cheap  foreign  stocks 

■ 

High-yielding  foreign  stocks 

Company/country  Business  Price    Earnings  P/E 


Lonrho  Group/UK 

multicompany 

23/8 

$0.23 

11 

Banco  Bilbao  Vizcaya/Spain 

banking 

24 

2.19 

11 

ABN-Amro  Hldgs/Netherlands 

banking 

36 

3.02 

12 

Grupo  Fin  Bancomer/Mexico 

banking 

P/8 

0.14 

13 

BTR/UK 

multicompany 

57/s  0.32 

18 

BHBOM 

Company/country 

Business 

Price 

Yield 

P/E 

Elf-Gabon/France 

energy 

196  '/a 

6.7% 

17 

Booker/UK 

utility 

6V8 

6.3 

25 

Electrabel/Belgium 

utility 

1823/8 

6.3 

14 

Hillsdown  Holdings/UK 

food,  home  prods 

25/8 

6.3 

14 

Santos/Australia 

energy 

27/8 

5.6 

10 

Note:  Data  for  period  ending  2/28/94.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  'Shows  price  return  on  the  EAFE  index  of  European,  Australian,  Ne 
Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  'Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  aftj 
subtracting  foreign  withholding  tax.  3lndex  of  stocks  available  to  foreign  investors.  4lndex  of  stocks  available  to  foreign  and  domestic  investors.  NM:  Not  meaningful.  Princif 
source:  Morgan  Stanley  Capital  International  Perspective.  Emerging  markets  data  provided  by  International  Finance  Corp.  for  period  ending  1/31/94. 
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Nobody  puts  more  automation 
on  the  line  than  Rockwell. 


Hater 


Our  Allen-Bradley  controls 
make  Rockwell  a  world  leader 
in  plant  floor  automation. 


We  keep  plant  floors  humming. 
Drive  factories  to  record  produc- 
tivity. While  helping  countless 
manufacturing  and  processing 
companies  respond  quickly  to 
market  demands. 

Our  success  in  industrial  auto- 
mation is  the  result  of  a  restless 
dissatisfaction  with  the  status 
quo — a  drive  to  excel  that  also 
distinguishes  Rockwell  in  other 
areas  of  electronics.  Whether  it's 


building  modems  for  75  percent 
of  all  fax  machines.  Equipping 
every  major  commercial  aircraft 
manufacturer  with  avionics.  Or 
providing  defense  electronics  to 
navigate  two-thirds  of  America's 
strategic  forces. 

In  fact,  Rockwell  is  a  leader  in 
each  of  its  diverse  markets.  Because 
no  matter  what  the  challenge,  we 
respond  to  customer  needs  by 
putting  our  technology  on  the  line. 


4L*  Rockwell 


AUTOMATION 


/    AVIONICS   /    DEFENSE  ELECTRON! 


ECOMMUNICATIONS    /    AEROSPACE     /   AUTOMOTIVE    /    GRAPHIC  SYSTEMS 


THE  FUNDS 

EDITED  BY  JASON  2WEIG 


Environmental  stocks  have  spent  three  years 
in  the  dumps.  That  should  make  them, 
and  funds  that  own  them,  good  buys. 

The  garbage 
smells  sweeter 


By  Mary  Beth  Grover 

The  chief  sin  of  sector  funds  is  that 
they  tempt  the  investing  masses  to 
pile  in  at  the  top.  Thus,  gold  funds  did 
well  in  1979,  hauled  in  a  lot  of  new 
customers  in  1980,  then  collapsed.  In 
a  similar  way,  health  care  funds  sucked 
in  latecomers  in  early  1991 ,  just  after  a 
spectacular  year,  then  headed  south. 

A  better  strategy:  Invest  in  the  sec- 
tor that  has  had  a  bad  year  or  two  and 
is  now  being  deserted  by  the  investing 
public.  You  have  a  much  better 
chance  of  getting  bargains  when  you 
buy  into  an  out-of-favor  sector. 
Here's  one:  environmental  stocks. 

A  few  years  back  Wall  Street  was 
touting  the  environmental  industry  as 
the  next  Klondike.  Remember  the 
pitch?  This  was  a  business  with  guar- 
anteed growth,  and  it  was  recession- 
proof,  In  1989  the  Standard  &  Poor's 


index  of  pollution  control  stocks 
racked  up  a  return  of  almost  60%. 

But  it  turned  out  that  cleanup  is  not 
recession-proof.  When  fewer  goods 
are  sold,  there  are  fewer  shipping 
cartons  and  wrappers  to  pick  up. 

Other  problems  emerged.  There 
were  regulatory  fines,  high  costs  and 
aggressive  accounting  at  some  com- 
panies. Industry  titans  wmx  Technol- 
ogies and  Browning- Ferris  Industries 
are  trading  more  than  40%  below 
their  highs  of  a  few  years  ago.  In  1993 
the  s&r  pollution  control  index  fell 
30%;  so  far  this  year  it's  off  2%. 

There's  no  guarantee  the  sector  has 
hit  bottom,  but  if  you  buy  now  you 
will  get  in  a  lot  cheaper  than  the  fad- 
following  sector  players  who  jumped 
in  a  few  years  ago. 

So  which  environmental  fund  man- 


agers are  surviving  in  a  tough  market 
We  have  two  candidates. 

Philip  Barton,  32,  was  last  summe 
yanked  off  Fidelity's  skyrocketing  Se 
lect  Telecommunications  fund  to  rta 
the  moneylosing  Select  Environmen 
tal  Services  fund.  "I  was  very  disap 
pointed  to  lose  my  old  job,"  deadpan 
Barton.  But  he  hasn't  disappointe< 
his  employer.  Since  he  took  over  thj 
$65  million  Environmental  Service 
portfolio,  it  is  up  15%,  while  the  inde: 
of  environmental  stocks  is  down 
most  16%. 

John  Schroer,  28,  began  runnin 
Invesco  Strategic  Environmental  Ser 
vices  last  May.  Since  then  the  fund  i 
up  8%,  versus  a  20%  decline  in  thi 
environmental  index. 

So  they  both  show  some  promise 
But  they  take  quite  different  tacks. 

Fidelity's  Barton  is  shying  awd 
from  wmx  and  Browning-Ferris.  Es 
peering  a  major  price  war  as  these  twi 
giants  battle  for  position  in  the  matur 
ing  solid  waste  industry,  Barton  sot 
out  of  wmx  and  cut  back  on  Brown 
ing-Ferris  last  fall.  He  looked  prl 
scient  when  wmx  shares  recent! 
dropped  15%  in  one  day  after  th 
earnings  expectations  fell  short  for  th 
second  straight  quarter. 

Invesco's  Schroer  still  likes  wM 
and  Browning-Ferris,  which  togethe 
take  up  about  5.5%  of  his  $90  millioi 
fund.  He  points  out  that  both  outfil 
have  cut  costs  and,  with  the  economi 
growing  stronger,  should  enjoy 
pickup  in  demand.  And  several  regu 


Cash  for  trash 


Company/business 

Recent 

 Price/earnings  

Book  value 

price 

1993 

1994  est 

per  share* 

OHM  Corp/hazardous  waste  removal 

16% 

47 

27 

$6.52 

Sanif ill/waste  disposal  facilities 

23 

28 

20 

9.29 

Tetra  Tech/environmental  consulting 

WA 

29t 

23t 

4.00t 

Thermedics/quality  assurance 

12Ve 

55 

27 

3.65 

Thermo  Electron/environmental  equipment 

40V4 

23 

19 

17.92 

USA  Waste/solid  waste  management 

13V4 

17 

15 

3.89 

Year-end  1993.   tFiscal  year  ends  September. 


These  garbage  stocks  are 
favorites  of  either  Fidelity'! 
Philip  Barton,  Invesco's 
John  Schroer,  or  both,  if  thi 
economy  perks  up,  earn 
ings  could  recover  strongly 
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Franklin  Income  Fund 


Pla  n  for  Income  Today 
and  Growth  for  Tomorrow. 


Current  Yieldt 


6.9% 


Average  Annual 
Total  Returnstt 


16.4% 

l-year 


Many  people  think  of  investments  as 
either  income-oriented  or  growth-orient- 
ed. The  Franklin  Income  Fund  is  designed 
to  provide  you  with  both.  And 
the  fund  has  paid  dividends 
without  interruption  for  more 
than  45  years. 

With  its  diversified  portfolio  of 
common  stocks  and  bonds,  the 
Franklin  Income  Fund  has  lived 
up  to  its  goal  of  high  current 
income  and  long-term  growth. 
Of  course,  past  performance 
does  not  guarantee  future  results. 

Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure. 


f  Yield,  calculated  as  required  by  the  SEC,  is  based  on  earnings  of  the  fund's  portfolio  for  the  30  days 
ended  12/31/93.  High  yields  reflect  the  higher  credit  risks  associated  with  certain  lower-rated  secu- 
rities in  the  fund's  portfolio  and,  in  some  cases,  the  lower  market  prices  for  these  instruments, 
ff Returns  for  the  period  ended  12/31/93  include  the  maximum  4%  initial  sales  charge  and 
assume  reinvestment  of  dividends  at  the  offering  price  and  capital  gams  at  net  asset  value.  Investment 
return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more  or 
less  than  their  original  cost.  Franklin /Templeton  Distributors,  Inc. 


13.8% 


13.4% 

IO-year 


Call  1-800- 
342-FUND 
Ext.  F268 

Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

iperX/  I  would  like  a  free  prospectus 
containing  more  complete  information  on 
the  Franklin  Income  Fund,  including 
charges  and  expenses.  I  will  read  it  care- 
fully before  I  invest  or  send  money. 

LJ   I  am   currently  a  Franklin 
shareholder. 

Name 
Address 

City/State/Zip 
Daytime  Phone 

FOB94 
F268 


F  R  A  N  K<  L  1  N 


A  Member  of  the  $109  Billion  Franklin / Templeton  Group 


;  FUNDS 


latory  deadlines — such  as  the  Clean 
Air  Act  amendments,  which  mandate 
specialized  emissions  tests  in  every 
loom  closer.  "Polluters  can  no 
longer  hire  lawyers  to  do  the  work 
instead  of  the  waste  management 
companies,"  says  Schroer.  wmx  trades 
at  15  times  what  he  expects  for  this 
year's  earnings,  Browning-Ferris  at 
20  times. 

The  two  managers  also  part  compa- 
ny over  Envirotest  Systems,  an  owner 
and  operator  of  automobile  emission 
testing  centers  trading  at  70  times 
expected  earnings.  Schroer  thinks 
revenues  may  nearly  triple  this  year 
and  expects  the  stock,  recently 
around  23,  to  hit  35  by  year-end. 
Barton,  worried  that  Envirotest's 
growth  is  slowing,  has  already  sold. 

Both  have  about  a  fifth  of  assets 
abroad.  Schroer  is  a  bull  on  Grupo 
Tribasa,  a  Mexican  landfill  operator 
trading  at  16  times  expected  earnings. 
Barton  likes  Heidemij  N.V.,  a  Dutch 
firm  that  tests  for  groundwater  con- 
tamination and  structural  soundness. 

Both  managers  like  Waltham, 
Mass. -based  Thermo  Electron  Corp., 
whose  eight  publicly  traded  subsidiar- 
ies make  all  sorts  of  things  ranging 
from  nuclear  radioactivity  detectors 
to  gizmos  that  trace  contamination  in 
carbonated  beverages.  Thermo  trades 
at  19  times  estimates  of  this  year's 
earnings;  Barton  expects  its  earnings 
to  grow  at  25%  to  30%  per  year  for  the 
next  four  years. 

Both  are  also  fond  of  Findlay, 
Ohio- based  ohm  Corp.,  which  hauls 
off  dirt  tainted  by  diesel  and  airplane 
fuel — a  business  that  should  boom  as 
more  military  bases  close,  ohm  re- 
cently sold  at  27  times  expected  earn- 
ings. And  they  agree  on  Houston- 
based  Sanifill,  an  owner  and  operator 
of  landfills,  which  recently  traded  at 
20  times  projected  earnings. 

Invesco's  expense  ratio  is  1.62%; 
there's  no  sales  load.  Fidelity  charges 
a  3%  front  load,  has  a  1.93%  expense 
ratio  and  a  0.75%  redemption  fee  on 
shares  held  less  than  one  month. 

Do  you  like  closed-end  funds? 
Look  at  Alliance  Global  Environ- 
ment, a  closed-end  that  recently  trad- 
ed on  the  New  York  Stock  Exchange 
at  a  14%  discount  to  net  asset  value.  It 
is  nearly  50%  invested  outside  the 
U.S.  and  runs  up  1.64%  in  annual 
expenses.  B> 
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SoGen  International  has  joined  the  ranks 

of  mutual  funds  that  refuse  to  accept 

new  investors.  Why  do  some  funds  slam  the  door? 

Can  a  new  investor  still  get  a  piece  of  the  action? 

No  room 
at  the  inn 


By  Richard  Phalon 


Since  the  beginning  of 
1992,  42  funds  with  $23 
billion  in  assets  have  closed 
to  new  investors.  In  a  way 
this  involves  some  self-de- 
nial, since  it  turns  away  fee- 
paying  customers. 

However,  it  also  turns 
out  that  telling  people  you 
don't  want  their  money 
stimulates  even  further 
their  desire  to  invest  with 
you.  When  Acorn  Interna- 
tional closed  to  new  inves- 
tors in  February,  80  people 
with  checks  thronged  the 
fund's  waiting  area.  "We 
should  have  opened  a  gift 
shop,"  jokes  Acorn  boss 
Ralph  Wanger.  One  eager 
investor  scrawled  a  make- 
shift account  application  on 
a  paper  napkin  from 
McDonald's,  stapled  a  WBMKB 
check  to  it  and  fired  it  off  to 
the  fund  by  Federal  Express.  In  about 
a  month's  time  Acorn  International 
ballooned  from  $1  billion  to  $1.4 
billion. 

Lindner  Dividend  announced  that 
it  would  close  to  new  investors  in 
March  1993.  "One  couple  from  Chi- 
cago drove  all  the  way  to  our  offices  in 
St.  Louis  to  hand-deliver  their 
check,"  recalls  Vice  President  Brian 
Blomquist.  "They  were  worried  it 
might  not  arrive  in  time  if  they  mailed 
it."  In  the  week  between  the  an- 
nouncement and  its  closing,  Lindner 
took  in  over  $100  million,  increasing 
its  assets  by  nearly  10%.  (Last  Novem- 
ber it  reopened  to  new  investors.) 


Jean-Marie  Eveillard  of  the  SoGen  funds 
With  customers  in  a  frenzy  to  buy,  he  likes  cash. 


The  latest  and  indisputably  one  ( 
the  best  funds  money  can  no  long 
buy  is  lean-Marie  Eveillard's  SoGe 
International.  This  $1.8  billion  fun 
is  sponsored  by  Societe  General 
France's  third-largest  commerci 
bank,  but  run  from  an  office  in  Man 
hattan's  Rockefeller  Center. 

Why  did  Eveillard  close  the  doo 
Stockbrokers  somehow  took  1 5  yea) 
to  discover  Eveillard's  fund — mayt 
because  they  didn't  think  the  3.75 
sales  charge  was  high  enough — bj 
once  they  found  him,  they  overdid  i 
In  1993  the  fund's  assets  explode 
from  $531  million  to  $1.4  billio 
This  was  too  much  new  money  fij 
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c*\^  tor  Human  Potential' 

U  Aftgr  our  flight  was  grounded 
I  had  ten  hours  on  my  hands 
and,  fortunately,  an  NEC  notebook  computer 


V 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals.taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work.. .and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 

UttraLite  Versa™ 

For  more  information,  call  us  at  1-800-338-9549. 


Lives  Everywhere. 


NEC 


As?  opeii-and-sliuf  case 


 Total  return  

5-year         last  12 
annualized  months 

Annual 
expenses 
per  $100 

Open 
fund 

 Total  return  

5-year         last  12 
annualized  months 

Annual 
expenses 
per  $100 

Maximum 
sales 
charge 

Equity  Strategies 

13.1% 

8.7% 

^  1  10 

1l.lt 

Third  Avenue  Value 

NA 

15.7% 

<tl  CO 

4.D  h 

Mutual  Qualified 

13.0 

22.1 

0.79 

Mutual  Beacon 

13.6% 

22.5 

0.73 

none 

Nicholas  Limited  Edition 

15.6 

8.9 

0.90 

Nicholas  II 

11.9 

6.4 

0.67 

none 

Pennsylvania  Mutual 

11.6 

11.2 

0.97 

Royce  Premier 

NA 

18.4 

1.77 

none* 

SoGen  International 

13.6 

28.6 

1.31 

SoGen  Gold 
SoGen  Overseas 

NA 
NA 

NA 
NA 

1.75 
1.75 

3.75 
3.75 

Vanguard/Windsor 

112 

19.9 

0.40 

Gemini  II  Capital 
Gemini  II  Income 

12.1 

19.0 

0.54  nonet 

Data  as  of  Jan.  31.  *  1%  redemption  fee  on  shares  held  less  than  one  year.  tClosed-end  fund  with  dual  classes  of  shares. 
Performance  and  expenses  treated  as  a  unit.    NA:  Not  applicable.   Sources;  Forbes;  Mormngstar,  Inc. 

Each  pair  of  closed  and 


open  funds  has  a  similar 
style  and  the  same  boss. 


Eveillard  to  handle,  because  he  favors 
relatively  illiquid  stocks  that  are  rich  in 
hard  assets  like  gold,  real  estate  and 
timber  (Forbes,  June  11, 1990).  "We 
just  couldn't  come  up  with  enough 
good  investment  ideas  to  keep  up 
with  the  dollars  coming  in  the  door," 
he  says. 

Forced  to  sink  the  cash  into  some- 
thing, Eveillard  made  what  he  admits 
were  some  marginal  calls.  Among 
them:  the  French  franc-denominated 
Euro  Disney  6.75%  convertibles  of 
2001.  He  got  them  cheap,  but  they 
lack  the  ample  cash  flow  and  asset 
coverage  he  normally  insists  on. 
"They  will  work  out,"  winces  Eveil- 
lard, "but  if  it  had  not  been  for  the 
pressure  to  invest,  I  wouldn't  have 
bought  them." 

After  a  few  months  of  this,  Eveillard 
had  seen  enough.  "Our  cash  position 
was  already  at  35%,"  he  says.  "We 
didn't  want  it  to  balloon  to  40%,  so  we 
closed  down." 

Eveillard,  54,  is  an  elegant,  wiry 
Frenchman  who  has  returned  a  com- 
pound annual  average  of  15%  over  the 
past  decade  and  gets  an  A  down- 
market rating  from  FORBES. 

Eveillard  describes  himself  as  a 
"not  slavish"  Ben  Grahamite,  but 
when  he  says  he's  a  value  investor,  he 
means  it.  He  likes  obscure  companies 
like, Greif  Brothers,  the  shipping  con- 
tainer maker,  and  Lindt  &  Spriingli, 
the  Swiss  chocolate  maker.  And  if 
Eveillard  can  buy  a  stock  much  below 
his  estimate  of  its  liquidating  value,  he 


grabs  it.  Then  he  hangs  on  for  an 
average  of  three  to  five  years. 

Consider  Macungie,  Pa. -based  Al- 
len Organ  Co.,  which  specializes  in 
custom-built  church  organs  (1993 
revenues:  $27  million).  Allen  has 
about  $22  per  share  of  cash;  in  a  busy 
month  the  stock  trades  a  few  thou- 
sand shares  on  Nasdaq.  Eveillard  has 
been  adding  to  his  position  since 
1988  at  an  average  of  31.  Recent 
price:  around  32,  slightly  below  the 
value  of  its  net  current  assets. 

Reckoning  that  sugar  prices  will 
rise,  as  Chinese  and  Indian  consumers 
become  prosperous  enough  to  satisfy 
their  sweet  tooth,  Eveillard  owns  sev- 
eral sugar  producers:  Sucriere  de  Pith- 
iviers  of  France,  Argentina's  Ledesma 
and  C.G.  Smith  of  South  Africa. 
These  firms  not  only  sell  what  he 
thinks  is  an  undervalued  commodity, 
they  have  large  land  holdings  as  well. 

Like  most  of  Eveillard's  favorites, 
these  stocks  might  absorb  a  couple  of 
million  dollars  in  patient  buying,  but 
not  much  more  without  being  priced 
out  of  sight.  Hence  Eveillard's  diffi- 
culty in  investing  new  money. 

SoGen's  announced  closing  to  new 
investors  created  quite  a  binge.  In  the 
30-day  advance  warning  period  run- 
ning up  to  the  closing,  $270  million 
gushed  in — nearly  as  much  as  the 
fund's  total  assets  at  the  end  of  1991. 

Eveillard  has  drawn  a  logical  con- 
clusion from  this  near  hysteria  on  the 
part  of  investors  for  chasing  hot-per- 
forming funds.  He  concludes  that  the 
U.S.  market  is  grossly  overpriced.  For 
the  first  time  in  his  15  years  of  running 
the  fund,  Eveillard  now  holds  a  small- 
er position  in  U.S.  stocks  (18%  of 


assets)  than  in  foreign  stocks  (32%).j 

Where  to  put  all  the  Internation^ 
fund's  new  money  without  comprd 
mising  his  value  discipline?  So  fal 
Eveillard's  main  approach  has  been  1 1 
buy  slowly.  He  still  has  more  than  35] 
of  the  International  fund  in  cash. 

Eveillard,  being  a  practical  mar 
isn't  completely  turning  new  inves 
tors  away.  He  has  two  new  funds-j 
SoGen  Gold  and  SoGen  Oversea) 

About  80%  to  90%  of  Overseas'  $9 
million  portfolio  is  in  the  same  stocM 
as  International  (for  which,  of  course 
it  paid  more  than  the  older  fund  did 
But  Eveillard  is  also  taking  advanta^ 
of  Overseas'  tiny  size,  shoehorning 
into  miniature  markets  where  the  bijj 
ger  fund  would  fall  all  over  itsel 
Examples:  German  City  Estates, 
Netherlands-based  firm  that  owi) 
real  estate  in  Germany;  and  Motoj 
Holdings,  a  Tasmanian  dealer  th 
sells  GM  and  BMW  autos.  The  attraj 
tions:  a  low  price/earnings  ratio  \ 
just  10  at  Motors  Holdings  and  a  3C( 
discount  to  appraised  land  value 
German  City. 

Standing  alone  and  still  sma| 
Eveillard's  newer  funds  carry  high 
expense  ratios — 1.75%  annually,  va 
sus  1.31%  at  International.  An  invej 
tor  wishing  to  have  Eveillard  run 
money  might  do  well  to  buy  equ| 
amounts  of  both  new  funds.  That  \\ 
he  gets  Eveillard's  inflation  hedg 
and  his  new  small-company  picks. 

The  table  lists  several  excelle 
funds  that  have  closed  their  dooi 
along  with  near  substitutes.  ( 
course,  the  substitute  is  never  exacl 
the  same  as  the  original,  but  it  da 
have  the  same  minds  behind  it. 
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"Scudder  opened  my  eyes 
to  the  income  potential  of 
emerging  markets!' 

Now  there's  a  new  way  you  can  tap  the  potential  of  the 
world's  fast-growing,  developing  economies.  Scudder  Emerging 
Markets  Income  Fund  gives  you  easy  low-cost  access  to  the 
high-yielding  bond  markets  of  emerging  nations.  This  new 
Fund  offers  you  the  opportunity  for  high  current  income 
—  plus  long-term  growth  potential  as  a  secondary 
goal.  As  you'd  expect,  the  Fund's  yield  and  share 
price  fluctuate,  and  it's  designed  for  investors  who 
can  accept  the  risks  of  more  volatile  emerging 
markets.*  However,  your  Fund  investment 

will  benefit  from  the  global  research 
and  expertise  of  Scudder,  Stevens  & 
Clark,  Inc.,  the  Fund's  adviser, 
which  today  manages  more  than 
$18  billion  in  international  assets. 
Call  for  your  free  fact  kit  on 
Scudder 's  new  pine  no-loadtm  fund 
today+ 


Scudder  Emerging 
Markets  Income  Fund 

1-800-225-2470 ext  6961 


Id 


SCUDDER 


America's  First 
Family  of  No-Load  Funds 


sher-vieldins  lower-rated  securities  may  experience  greater  volatility  and  default  risk.  Tim  Fund  is  not  designed  as  a  complete  investment 
fanTcoZct  Scudder tavesSvices,'  ^Distributor,  for  a  free  prospectus  with  more  complete  information  on  management  fees  and  other 
enses.  Read  it  carefully  before  you  invest  or  send  money. 


RALPH  CARSON 
Founder  and  ceo, 
Carson/Roberts 


CHARLES  COINER 
Head  of  the 
Art  Department, 
NW  Ayer  &  Son 


ROSSER  REEVES 
Creative  Director, 
Ted  Bates  &  Co. 


IF  WE  CAN  SEE  FURTHER  IT 


IS  BECAUSE  WE  STAND  ON 


THE  RUNGS  OF  A  LADDER 


BUILT  BY  THOSE  WHO  CAME 


BEFORE  US."I 


JOIN  US  AS  WE  INDUCT  INTO 


ADVERTISING'S  HALL  OF  FAME 


THREE  UNIQUE  INDIVIDUALS 


WHOSE  ACHIEVEMENTS  HAVE 


EARNED  THEM  THIS  HONOR. 


The  Advertising  Hall  of  Fame 
Luncheon  -  The  Plaza  Hotel, 
New  York  City -March  29, 
1994.  Reception  at  11:30  a.m. 
Luncheon  at  12:30  p.m. 
Individual  tickets  are  $250; 
table  of  10  is  $2,250. 

SPECIAL  AWARD: 


To  The  Wall  Street  Journal 
for  its  contributions  to  The 
Advertising  Hall  of  Fame. 

For  more  information  contact 
Marybeth  Connelly,  American 
Advertising  Federation,  1  101 
Vermont  Avenue,  NW,  Suite 
500,  Washington,  DC  20005. 
Or  call  202  371-2305. 


ADVERTISING  HALL  OF  FAME  LUNCHEON,  MARCH  29. 


A/\F 


AMERICAN  ADVERTISING 
FEDERATION 


ier 
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MONEY  &  INVESTMENTS 


the  Fed  hasn't  scared  you  away  from  bonds, 
ou  might  consider  taxable  municipals, 
hey're  great  for  IRAs  and  401(k)s. 

taxable  munis 


Weberman  is  a  columnist  for 
kbes  magazine, 
■search:  William  Heuslein 


Iost  DEBT  issued  by  state  and  local 
Ithorities  is  and  will  be  exempt  from 
jieral  income  tax.  But  there  are  im- 
Irtant  exceptions.  If  a  municipal 
Ivernment  wants  to  float  bonds  and 
■posit  the  proceeds  in  its  pension 
Ihd,  the  bonds — thanks  to  a  1986 
jlleral  law  cracking  down  on  tax  arbi- 
Ige — will  be  federally  taxable.  Some 
lier  situations  can  give  rise  to  tax- 
■e  muni  debt — as  where  the  pro- 
ftds  will  fund  a  "private  purpose" 
pject  like  a  basketball  arena. 
I  Here's  a  typical  case.  In  February 
|j intra  Costa  County,  Calif,  sold 
||35  million  of  taxable  bonds  with 
ijturities  ranging  out  to  2011.  Pro- 
llds  went  into  the  pension  fund  for 
ll'inty  workers. 

LVhy  should  you  be  interested  in 
||  h  bonds?  Because  of  the  yields, 
lie  2004  bond  came  out  at  a  yield  of 
; [|  5%,  68  basis  points  (hundredths  of 
jlercentage  point)  over  U.S.  Trea- 
nys  of  like  maturity.  For  that  extra 
li  d,  buyers  were  giving  up  just  a 
H  e  bit  of  safety.  The  noncallable 

|inty  issue  is  rated  Al /AA-. 

j.Tiere's  plenty  more  where  this 
lie  from.  John  Hallacy,  who  is  in 

Irge  of  municipal  credit  research  at 
Jjrrill  Lynch,  predicts  that  the  sup- 
'.  I  of  pension-related  taxable  munis 
J|  take  off,  particularly  if  interest 

p|:s  don't  climb  much. 


All  across  the  country,  pension 
plans  for  state  and  local  workers  are 
badly  underfunded.  Too  poor  to 
make  up  the  shortfall  overnight  with 
cash  from  current  tax  revenues,  gov- 
ernments are  nonetheless  willing  to 
own  up  to  the  obligation,  floating 
debt  and  setting  aside  the  proceeds 
irrevocably  for  retirees. 

Besides  Contra  Costa  County, 
New  York  City  and  the  states  of  Con- 
necticut and  California  have  recently 
issued  taxable  debt.  Fresno,  Calif,  has 
a  deal  in  the  works. 

Credit  quality  varies  all  over  the  lot. 
Some  taxable  munis  are  a  general 
obligation  of  the  issuer.  Some  are 
close  to  it:  The  issuer  pledges  to  apply 
tax  revenues  to  service  the  debt,  but 
not  to  raise  taxes.  The  worst  of  the 
breed  are  private-purpose  revenue 
bonds,  where  the  municipal  govern- 
ment's involvement  furnishes  neither 
a  credit  enhancement  nor  a  tax  ex- 
emption. Stay  away  from  these. 

If  you  pick  carefully,  the  extra  yield 
available  in  taxable  munis  can  make  a 
lot  of  sense  in  a  tax-sheltered  account, 
such  as  a  self- directed  IRA.  They  can 
replace  such  fixed-income  alterna- 
tives as  corporate  bonds  and  Ginnie 
Maes.  As  always  with  a  fixed-income 
investment,  compare  with  the  stan- 
dard, namely,  U.S.  Treasure's.  There 
are  three  things  to  think  about:  credit 
quality,  call  protection  and  liquidity. 

U.S.  Treasurys  are  the  closest  thing 
possible  to  default-proof  investing.  A 
taxable  muni  should  offer  at  least  30 
basis  points  of  additional  yield  to 
compensate  you  for  the  credit  risk. 
One  New  York  State  Energy  Research 
&  Development  Authority  State  Ser- 
vice Contract  issue  came  out  recently 
at  125  basis  points  over  ten-year  Trea- 
surys — to  compensate  for  its  low 
quality  (Baal/BBB). 

Treasurys  (with  rare  exceptions) 
are  noncallable,  meaning  that  the 


government  can't  cancel  the  deal  ear- 
ly if  interest  rates  shift  in  your  favor. 
Many  taxable  munis  are  callable  after 
ten  years. 

Then  there  is  liquidity.  A  Treasury 
position  of  any  size  can  be  unloaded 
in  15  seconds  or  so.  Not  so  taxable 
munis,  strange  beasts  that  somehow 
slip  into  the  crack  between  the  corpo- 
rate desk  at  your  brokerage  firm  and 
the  tax-exempt  desk.  If  you  have  to 
sell  before  maturity,  you  will  get  a 
reluctant,  lowball  bid. 

Add  it  up,  and  in  today's  market, 
most  taxable  munis  are  yielding  45  to 
100  basis  points  over  Treasurys,  says 
Lauren  Eastwood  of  Gabriele,  Hueg- 
lin  &  Cashman. 

There's  no  law  against  holding  a 
taxable  muni  in  a  taxable  account,  but 
chances  are  that  such  a  holding 
doesn't  make  sense  for  you.  If  you  can 
afford  to  buy  municipal  bonds  direct- 
ly at  all — meaning,  you  have  the 
$250,000  it  takes  to  create  a  diversi- 
fied portfolio  out  of  $25,000  posi- 
tions— you  are  almost  certainly  in  a 
high  tax  bracket.  With  the  new  higher 
income  tax  rates,  the  extra  yield  of 
taxable  munis  would  just  enrich  the 
tax  collector.  You'd  be  better  off  with 
a  traditional  tax-exempt  muni. 

Because  the  taxable  muni  market  is 
still  small  in  volume  and  not  well 
understood,  it  is  best  to  deal  with  a 
well-qualified  municipal  bond  bro- 
ker. This  person,  or  his  trader,  has  the 
know:how  to  judge,  track  down  and 
price  issues  offered  by  others.  They 
have  access  to  the  Bine  List,  a  muni 
compilation  that  includes  a  listing  of 
taxable  issues.  New  issues  offer  the 
best  assurance  of  fair  prices  since  the 
offerings  are  priced  to  appeal  to  insti- 
tutional investors,  and  individuals  buy 
at  the  same  price.  Second-best  choice 
is  to  buy,  in  the  secondary  market, 
securities  of  some  of  the  largest  issu- 
ers, such  as  California,  Connecticut 
and  New  York  State  and  City. 

A  recent  issue:  the  Rochester,  N.Y. 
general  obligation  due  2007,  offered 
by  the  underwriters  at  a  yield  of  6.8%, 
or  45  basis  points  over  the  ten-year 
Treasury.  It's  noncallable  and  rated 
Al/AA.  Among  older  issues,  the 
junky  New  York  City  taxable  general 
obligations,  callable  and  due  in  ten 
years,  trade  to  yield  125  basis  points 
more  than  the  Treasury.  A  fair  price 
but  no  screaming  bargain.  Wi 
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Do  you  think  it  risky  to  buy  volatile  stocks?  If  so,  you 
may  be  in  the  grip  of  a  discredited  academic  theory. 

An  inefficient 
market 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  LP., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


The  Efficient  Market  Hypothesis  is  in 
its  death  throes.  Even  Eugene  Fama, 
one  of  its  leading  academic  propo- 
nents for  several  decades,  has  backed 
away  from  it.  Be  careful,  though.  This 
erroneous  doctrine  may  have  an  un- 
conscious influence  on  your  invest- 
ment decisions. 

The  cornerstone  of  emh  is  that  risk 
can  be  measured  only  by  the  volatility 
of  stock  prices.  The  more  they  fluctu- 
ate, the  greater  the  risk.  Therefore, 
superior  gains  can  be  achieved  only 
by  taking  higher  systematic  risks. 
Having  a  more  volatile  portfolio  is 
penalized  according  to  the  dogma. 
The  widely  followed  Sharpe-Treynor 
index  is  a  formula  that  adjusts  returns 
by  punishing  superior  performance 
achieved  by  investing  in  volatile 
shares  while  rewarding  inferior  but 
less  volatile  returns. 

By  this  silly  yardstick,  inferior 
performance  can  be  called  superior 
performance  and  inferior  can  be 
described  as  superior  because,  sup- 
posedly, it  was  achieved  without 
taking  big  risk. 

Silly  though  it  is,  this  has  been 
taught  as  gospel  to  a  generation  of 
investment  professionals:  managers 


of  multibillion  dollar  pension  plans, 
consultants,  brokers. 

By  EMH  standards  I  was  taking  an 
excessively  risky  course  when  I 
strongly  recommended  bank  and  oth- 
er financial  stocks  during  the  financial 
panic  in  the  latter  part  of  1990.  These 
stocks  were  about  as  volatile  as  you 
can  get.  Aldiough  the  stocks  had  al- 
ready dropped  very  sharply,  they  fell 
another  10%  to  15%  after  my  recom- 
mendations. They  then  turned 
around  and  more  than  doubled  in  the 
next  12  months.  Some  of  the  most 
volatile  stocks  did  far  better.  PNC  and 
Freddie  Mac,  for  example,  were  up 
more  than  500%  in  the  next  few  years. 

According  to  the  emh  gospel,  these 
stocks  were  extremely  risky  because  of 
their  severe  volatility.  Never  mind  that 
die  stocks  were  almost  being  given 
away  amidst  media  predictions  of  im- 
pending collapse.  The  stocks  were  a 
steal  by  any  standard  but  that  of  EMH. 

Risky?  Citicorp,  for  example,  was 
the  opposite  of  risky  when  it  was 
selling  at  8  (it's  now  40).  It  was  a 
once-in-a-lifetime  buy  opportunity. 

In  short,  you  can't  rightly  measure 
risk  by  historical  standards.  By  emh 
risk  standards,  one  of  the  best  invest- 
ments in  the  early  and  mid-1980s 
showed  steady  returns  of  15%  to  20% 
or  more  and  fluctuated  very  little. 
Nice  return.  Low  risk.  The  name  of 
this  superb  low- risk  investment? 
Commercial  real  estate  right  at  the 
top  of  the  market. 

In  other  words,  past  volatility  or 
lack  of  it  tells  you  little  or  nothing 
about  opportunity  or  future  risk. 

So  what  should  you  do?  If  you  are  a 
mutual  fund  buyer,  look  for  more 
sophisticated  measurements  of  risk 
than  sheer  volatility.  Forbes,  for 
example,  in  its  annual  mutual  fund 
survey,  measures  fund  performance 


over  three  separate  market  cycl 
It  measures  not  volatility  per  se  b 
an  investment  manager's  ability  t 
perform  well  in  different  kinds  of  re 
life  markets. 

If  you  buy  stocks  on  your  owr 
forget  the  widely  used  risk  measure 
ments  such  as  beta.  Volatility  by  itse 
is  no  more  a  gauge  of  risk  in  the  stoc 
market  than  it  is  in  making  corporat) 
capital  spending  decisions  or  the  dec 
sion  on  whether  to  buy  or  sell 
company  or  business. 

Forget  volatility  or  the  lack  therecj 
and  invest  on  the  basics — price-to 
book,  price-to-cash-flow,  financi 
strength  and  a  host  of  other  measurd 
ments  that  Graham  and  Dodd  an 
others  systematically  categorized  ova 
the  past  60  years. 

Here  are  a  number  of  stocks  thi 
may  well  blow  the  circuits  of  tH 
Sharpe-Treynor  risk-adjusted  indei 
nevertheless,  I  believe  they  represei) 
good  value  today. 

American  Cyanamid  (44)  is  a  ml 
jor  manufacturer  of  pharmaceutical 
and  medical  devices.  Even  with  tH 
problems  drug  companies  are  cu| 
rently  facing,  earnings  this  year  com 
rise  almost  10%  above  1993's  operal 
ing  income  (before  nonrecurriij 
charges).  The  stock  trades  at  a  P/E 
11  on  1994  estimates  and  yields  3. 9j 

Burlington  Coat  (27)  is  a  factoj 
warehouse  that  operates  145  oft-prij 
apparel  stores  in  39  states.  Lan 
warehouses  and  low  prices  on  brai 
names  have  resulted  in  rapid  earnin 
growth  in  recent  years.  Earnings  aj 
estimated  to  increase  almost  25% 
the  current  fiscal  year  (ending  Iu( 
30).  The  stock  has  a  P/E  of  18  » 
1994  estimates. 

Dayton  Hudson  (72)  is  an  operat] 
of  a  number  of  department  and  dj 
count  store  chains.  The  turnaround! 
Mervyn's,  a  soft-goods  chain,  alol 
with  improving  consumer  buyiri 
should  result  in  a  25%-plus  jump 
earnings  this  year.  The  stock  trades 
a  P/E  of  15  and  yields  2.3%. 
•  Safeco  ( 56)  is  a  well-managed  insu 
ance  company  engaged  in  the  prop 
ty  management,  life  and  health  sc 
tors.  Earnings  have  increased  atj 
13.1%  annual  rate  over  the  past  c 
cade  and  are  expected  to  continue 
rise  at  an  above-average  clip  ill  t 
next  few  years.  The  stock  trades  ai 
P/E  of  8  and  yields  3.2%. 
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THE  COLORADO  ROCKIES 


*  I 


J 


[js  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
trovide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  piece  of 
Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacations, 
1  -country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  more 
mati on  without  obligation, 


Call  1 -800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 
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ILL  STREET  IRREGULAR 

IEV  &  IHVESTMEHTS 


You  have  had  the  Grammys.  Next,  the  Oscars. 
Here  are  the  Hulbies. 

The  best  of 
the  lot 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 


The  upcoming  Academy  Awards 
ceremony  provides  the  occasion  for 
my  investment  letter  awards.  They  are 
based  on  the  nearly  14  years  I've  been 
measuring  industry  performance. 

■  Best  Overall  Performance:  And  the 
clear  winner — the  Value  Line  Invest- 
ment Survey]  Its  portfolio  of  top-rated 
stocks  has  achieved  a  total  return  since 
mid- 1980  of  989%— equivalent  to 
19.3%  annualized.  This  is  1.5%  per 
year  ahead  of  the  second -place  finish- 
er ( Dan  Sullivan's  Tve  Chartist,  see  my 
Jan.  3  column),  and  4.4%  per  year 
ahead  of  buying  and  holding. 

It's  more  than  20  years  since  Value 
Linens  stock-ranking  system  first  at- 
tracted academic  attention  as  an  ex- 
ception to  the  "Efficient  Market  Hy- 
pothesis"— the  view  that  the  market 
could  not  be  beaten.  Less  well  known 
is  the  fact  that  Value  Line  also  has  a 
good  record  at  forecasting  the  inter- 
mediate direction  of  the  stock  market 
(see  my  Oct.  25,  1993  column). 

■  The  "Eveready  Keeps-On-Going" 
Award:  A  category  tailor-made  for 
Martin  Zweig's  Zweig  Forecast,  the 
most  consistent  and  dependable  of 
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the  long-term  market  beaters.  While 
Zweig  rarely  hits  a  home  run,  he 
almost  always  gets  on  base.  He  has 
never  had  a  down  year  in  the  1 4  that  I 
have  been  tracking  him.  Though 
Zweig's  model  portfolio  has  pro- 
duced a  17.2%  compound  annual  re- 
turn since  1980,  in  contrast  to  Value 
Line's  19.3%,  it  has  been  nearly  30% 
less  volatile.  So,  on  a  "risk-adjusted" 
basis  it's  actually  ahead. 

■  Best  Mutual  Fund  Advisory:  Stock- 
market  Cycles,  edited  by  Peter  Eliades. 
His  model  mutual  fund  portfolio  has 
produced  an  annualized  22%  rate  of 
return  over  the  last  eight  years — more 
than  6%  per  year  ahead  of  the  second- 
place  finisher  and  8.5%  per  year  ahead 
of  buying  and  holding.  Even  more 
impressive,  Eliades'  performance  in- 
curred 12%  less  risk  than  the  market 
itself.  (I  don't  have  a  full  14  years  of 
performance  data  for  Eliades,  since 
his  letter — as  well  as  most  other  mu- 
tual fund  advisories — hasn't  been 
published  that  long.) 

■  Most  Promising  Newcomer:  John 
Hussman's  Hussman  Econometrics. 
Although  he  had  a  poor  1993,  his 
three-year  performance  doubled  the 
market.  I  would  guess  ( but  it's  only  a 
guess,  because  short  records  can  be 
deceptive)  that  he  will  be  back. 

■  Best  Worst  Letter:  In  a  surprise,  Joe 
Granville's  Granville  Market  Letter 
(down  96.4%  since  1980)  has  been 
edged  out  by  Stan  Weinstein's  Profes- 
sional Tape  Reader  (up  66.8%  over  die 
same  period;  its  market-timing  record 
is  somewhat  better  than  this),  against  a 
gain  from  T  bills  of  171.5%.  Despite 
their  terrible  records,  readers  obvious- 
ly enjoy  riiese  widely  quoted  and  ap- 
parently prosperous  services.  But  they 
can  enjoy  safer  mediocrity  with  Wein- 
stein.  Granville  keeps  dropping  bricks. 


■  The  Lifetime  Achievement  Award 
Richard  Russell,  editor  of  Dow  Tbeor 
Letters.  Russell  has  been  writing  hi 
letter  since  1958,  longer  than  an 
other  current  investment  letter  edi 
tor.  His  nearly  four  decades  of  closer 
watching  the  markets  make  him  ai 
enormous  font  of  wisdom.  Unlik 
Russell,  for  example,  many  of  today' 
younger  advisers  have  never  live 
through  an  extended  bear  market. 

Among  Russell's  great  calls  was 
December  1974  buy  signal  that  waj 
very  close  to  the  bottom  of  the  1966 
74  bear  market — in  which  Russell  re 
mained  predominantly  bearish.  An 
other  great  call  was  a  sell  sign 
in  August  1987,  within  days  of  tit 
market's  high  and  two  months  pric 
to  the  worst  stock  market  crash 
U.S.  history. 

So  much  for  the  winners.  Let's  sd 
now  what  they  think  about  today 
stock  market. 

Value  Line's  current  projection 
The  average  stock  will  be  no  higher 
three  to  five  years  than  it  is  today. 

Zweig  is  by  nature  a  worrier.  So  t 
market's  current  extreme  overvah 
ation  must  be  giving  him  nightmare 
He  currently  is  only  43%  investei 
heavily  weighted  to  small -capitaliz; 
tion  stocks — which  he  thinks  will  ou 
perform  the  broad  market.  And  he 
outright  bearish  on  bonds. 

Eliades  is  the  most  bearish  of  n 
award  winners.  He  turned  bearish  c 
stocks  more  than  a  year  ago,  qui 
prematurely  it  turns  out,  but  has  coi 
turned  to  perform  well  by  concentra 
ing  on  precious  metals  funds  (see  t, 
Mar.  14  column).  In  his  latest  lett 
Eliades  argues  that  stocks'  downsi< 
potential  now  measures  at  least  35 
to  40%,  in  contrast  to  an  upside  pi 
tential  of  a  few  percent  at  most. 

Russell's  current  outlook:  He 
mains  officially  bullish,  though  on 
in  the  modest  sense  that  the  prima 
trend  remains  "up"  until  proven  ot 
erwise.  But  at  this  point  Russell  is  n 
recommending  that  subscribers  b 
stocks,  or  even  hold  on  to  very  ma 
that  were  bought  previously.  He  p( 
sonally  has  already  taken  most  of  I 
chips  off  the  table. 

So,  overall,  my  top  performers  a 
cautious,  if  not  outright  bearisi 
Their  bearishness  might  not  win  the 
any  popularity  contests.  But  I'm  ha 
py  to  leave  those  to  Hollywood. 
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MONEY  &  INUESTME NTS 


pon't  expect  a  U.S.  stock  market  crash, 
jxpect,  instead,  a  slow,  grinding  bear  market. 

Ihe  bull  market 
is  over 


jfiary  Shilling  is  president  of 
Ipary  Shilling  &  Co.,  economic  consultants 
jjj  investment  advisers.  His  firm  publishes 
might,  a  monthly  newsletter  covering  the 
liness  outlook  and  investment  strategy. 


m  Friday,  Feb.  4,  the  Fed  an- 
l|unced  a  modest  0.25%  credit  tight- 
King,  and  the  Dow  dropped  96 
Bints.  While  this  emboldened  the 
Kirs,  the  market  rallied  the  next 
Itanday  and  the  bulls  remain  unre- 
litant.  They  note  that  the  1987 
Ksh  and  the  1990  minicrash  proved 
Bpe  times  to  jump  in,  not  bail  out. 
Bo,  profits  are  rising  nicely  with 
ILssive  restructuring  and  modest  vol- 
|iic  growth.  Inflation  slumbers. 
IE\y,  there's  the  rub:  The  Fed  wor- 
\U  that  inflation  is  wide  awake  and  on 

IB  prowl,  even  though  the  recent 
|S.  economic  growth  that  spurred 
taction  was  cued  by  unsustainable 
liisumer  spending.  The  Fed's  at- 
|!ipt  to  keep  the  economy  in  check 
|j| ild  provide  yet  another  temporary 
lost  to  this  spending;  spooked  by 
Irs  of  rising  interest  costs,  consum- 
l§ may  race  to  buy  cars,  houses  and 
Hhishings  to  fill  them.  But  this 
Mild  force  the  Fed  to  raise  rates 
heatedly  until  consumer  exhaustion 
lit  high  credit  costs  precipitated  a 
Iression,  probably  before  year's  end. 
Mlso,  declining  stock  prices  will 
■lice  individuals  feel  less  wealth)'  and 


less  willing  to  spend.  Meanwhile,  the 
big  earners  among  us  will  be  feeling 
the  stiff  Clinton  tax  hikes. 

For  a  bearish  clue  look  to  the  long- 
term  bond  market.  Its  nosedive  since 
Feb.  4  tells  us  that  a  0.25%  rate  in- 
crease is  not  enough  to  dampen  infla- 
tion fears.  That  means  the  Fed  will 
raise  rates  further  as  Chairman  Green- 
span has  said  so  clearly.  He  would  be 
following  precedent.  In  9  of  the  1 1 
times  the  Fed  tightened  since  1955, 
the  first  squeeze  was  not  the  last. 

In  addition,  bondholders  in  Eu- 
rope and  elsewhere  worry  that  politi- 
cal and  economic  turmoil  in  Russia 
will  prompt  a  diversionary  return  to 
the  cold  war  or  a  hot  one  in  the 
Balkans.  Tax  cuts  in  Japan  will  require 
substantial  deficit  financing.  And  liq- 
uidation of  global  holdings  of  hedge 
funds  and  banks  may  reveal  systematic 
risks  to  derivatives.  Then  comes  flight 
from  U.S.  and  foreign  bond  funds. 

So  it  may  well  be  that  the  Fed's 
attempt  to  prevent  a  boom-bust  cycle 
simply  creates  one.  It's  happened  be- 
fore. In  1936,  only  three  years  out  of 
die  Depression,  the  Fed  fretted  that 
the  reserves  building  up  in  the  still- 
petrified  banks  would  turn  into  infla- 
tion-creating loans.  Reserve  require- 
ments were  hiked  twice.  Meanwhile, 
after  the  1936  election  FDR  responded 
to  widespread  criticism  of  the  federal 
deficit,  then  5.5%  of  GNP,  and  engi- 
neered tax  increases  and  expenditure 
cuts.  The  net  result?  The  sharp  1937- 
38  "Roosevelt  depression"  that  saw 
industrial  production  fall  33%. 

In  my  view,  U.S.  stocks  have  been 
supported  at  nosebleed  levels  not  by 
seasoned  institutional  investors  but 
by  amateur  individuals  fleeing  low  CD 
yields  and  real  estate  and  buying 
stocks  and  mutual  funds  by  default. 
Thus  stocks  are  in  weak  hands. 


Nature  is  perverse.  We  may  not  get 
a  quick,  sharp  selloff  and  buying  op- 
portunity. Rather,  significant  selloffs 
followed  by  weak  rallies,  a  sawtooth 
pattern  in  a  long,  declining  trend. 

This  will  be  a  brutal  experience  for 
many.  About  two-thirds  of  retail  bro- 
kers and  even  more  of  their  customers 
are  new  to  the  equity  world  since  the 
early  1980s,  when  the  last  prolonged 
bear  market  occurred. 

Right  now,  many  people  are  reluc- 
tant to  sell  because  they  have  big  gains 
and  don't  want  to  pay  one-third  of 
their  profits  in  capital  gains  taxes.  But 
wait  until  these  people  see  their  prof- 
its starting  to  erode.  A  lot  of  the  folks 
who  innocently  turned  from  CDs  to 
mutual  funds  here  and  abroad  will 
come  to  understand  that  pitifully  low 
interest  rates  are  better  than  losses  of 
capital.  Their  selling  will  force  the 
funds  to  liquidate,  further  fueling  the 
bear  markets.  A  10%  correction?  For- 
get it.  That's  wishful  thinking. 

How  do  you  handle  your  money  in 
this  climate?  Start  by  liquidating  weak 
stocks,  such  as  autos  and  other  cycli- 
cals. Get  out  of  recent  IPOs  in  fad  areas 
like  riverboat  gambling,  steak  houses, 
exercise  equipment,  flavored  water  in 
bottles  and  REITs.  Then  clean  out  any 
remaining  darlings  of  the  last  decade, 
like  major  drugs  and  national  brand 
producers.  Small  stocks,  supported  by 
mutual  funds,  are  also  vulnerable.  If 
you  must  own  equities,  stay  with  the 
1990s'  emerging  leaders,  the  produc- 
ers of  hardware  and  software  that 
enhance  productivity.  But  don't  be 
afraid  of  cash.  In  a  bear  market,  cash 
changes  from  trash  to  king. 

If  you  have  the  stomach  for  short- 
ing, consider  stocks  in  the  weak 
groups  I  have  mentioned,  or  the  en- 
tire market  through  futures  or  op- 
tions. Get  out  of  bonds  here  and 
abroad  and  stay  out  until  the  Fed-led 
interest  rate  storm  and  other  prob- 
lems blow  over.  Our  firm,  the  greatest 
bond  lover  of  the  last  decade,  is  actu- 
ally short  U.S.,  European  and  Japa- 
nese bonds  in  its  portfolios.  Exit  or 
short  foreign  stocks,  especially  over- 
blown emerging  markets  like  Hong 
Kong.  Those  illiquid  markets  will 
tank  when  green  U.S.  investors  panic 
over  domestic  losses  and  dump  their 
foreign  holdings.  Bet  on  the  dollar. 
Our  safe  haven  currency  wins,  even 
when  we  start  the  trouble.  H 
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Receive  Value  Line 
for  only  $85  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Surrey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for:$65$55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:  J.K  Letter's  1994  Tax  Guide.  With  your 
subscription  you  also  will  receive  the  newest  edition  of  America's  best-selling 
tax  guide  with:  •  the  latest  developments  and  legislation  •  forms  for  filing  • 
tax  organizer  with  step-by-step  instructions  •  hundreds  of  examples  and 
money-saving  strategies  PLUS  free  update  supplement  and  24-hour  helpline. 
(A  $14.00  value;  yours  at  no  charge  while  supplies  last.)  Your  subscription 
to  Value  Line  may  be  tax-deductible.  Consult  your  tax  advisor. 
Send  check  or  money  order  along  with  name,  address 
and  zip  code  to  gether  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext  2903-Dept.  616L28)  American  Express,  MasterCard  or  Visa  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee  Allow  4  weeks  for  delivery. 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

220  East  42nd  Street 
NY,  NY  10017-5891 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Earn  The  Living  You've 
Dreamed  Of... 
Right  \n  Your  Own 
Dream  Housel 

Live  in  a  stunning  Eagle's  Nest 
home  with  design  features 
not  found  elsewhere  at  twice 
the  price. 

Models  as  low  as  $17  per  sq.  ft. 


Earn  $5,000  to  $15,000  per  home... 

•  Quality 

•  Design  Flexibility 

•  Keep  Present  Employment 

The  only  qualification  you  need  is 
the  ability  to  purchase  or  mortgage 
a  $25,000  model  which  may  be 
finished  as  a  home  to  live  in,  or  sell, 
or  completed  as  an  office,  condo, 
duplex,  or  other  commercial 
enterprise. 

For  a  FREE  full  color  brochure: 

Call  Mr.  Farb 
1-800-579-1079  (24  hrs.) 
Fax:  (404)  720-7605,  or  write: 

Eagle's  Nest  Homes,  Inc. 

205  Eagle's  Nest  Dr. 
Canton,  GA  30114-7972 


Free  Video  By 
Top  TV  Star 
Reveals  An 
Amazing  New 
Way  To  Make 
$150,000+ 
Per  Year! 


We're  looking  for  partners  to 
operate  a  unique  financially  ori- 
ented service  business  in  their 
own  city.  Almost  no  competition 
in  a  multi-billion  dollar  market. 
Can  be  operated  from  your  home 
office  with  a  personal  computer. 
Candidates  must  be  bondable, 
have  outstanding  references, 
good  communication  skills  and 
$12,000  start-up  capital.  No  sell- 
ing required.  Begin  part-time  or 
full-time.  For  more  information 
and  a  free  videotape  hosted 
by  our  national  spokesman 
ROBERT  WAGNER,  call  mysec- 
retary  (her  name  is  Lisa  Morgan) 
Toll  Free:  (800)  442-3390, 
Mon.-Fri.,  9AM-5PM  CST. 


Inc.  500  Co.  seeks  qualified 
business  affiliates  of  $100,000 
caliber.  Make  big  money 
auditing  leases,  freight,  utility, 
telephone  bills  for  businesses. 
$7,000  start-up  req'd.  Free 
info  -  Call  Now  800-962-0177. 


STOCK  MARKE 
WARNING: 


Every  day  that  passes 

brings  us  one  day  closer  to 

the  next  stock  market 

debacle.  But  don't  panic. 

The  stock  market  NEVER 

makes  a  big  move-up  or 

down-without  giving 

plenty  of  advance  warning. 

,    Many  investors  think  the 
MARTIN  ZWEIG    500  Jojn,  „B|ack  Monday„ 

crash  on  10/19/87  came  right  out  of  the  blue. 

Not  so.  My  key  indicators— 22  Monetary,  and 
36  Sentiment  and  Momentum,  clearly  signaled 
sharply  rising  risks  in  August  and  kept  getting 
worse.  These  indicators  guided  my  Zweig 
Forecast  to  a  9%  gain  on  Black  Monday,  a  50.4% 
gain  for  1987,  and  a  685.9%  gain-with  not  one 
down  year-for  the  past  13  years  ending  6/93. 
(Past  results  are  no  guarantee  of  future  results.) 

The  Zweig  Forecast,  published  every  three 


weeks,  continually  updates  my  market  indicators 
and  maintains  a  securities  portfolio,  which  | 
earned  the  profits  detailed  above  and  that ) 
can  easily  follow,  step-by-step. 

Try  The  Zweig  Forecast 
and  we'll  rush  you  the  un- 
listed phone  number  to 
Zweig's  telephone  hotline, 
updated  at  least  three  times 
a  week,  plus  a  gift  copy  of 
Zweig's  newly  updated 
best-selling  classic  ($20 
retail).  Pro  rata  money-back 
guarantee  of  course. 

Three-Month  Trial  $55 
One-Year  $265.  VIsa/MC. 
1-800-535-9649  Ext.  9063 

THE  ZWEIG  FORECAST 

RO.  Box  2900,  Wantagh,  NY  11793-0926 


BUSINESS  OPPORTUNITIES 


f.y    M    Twenty  Businesses  You 
*\x\  i    Can  Run  From  Your  Home 
™ J  **,      With  A  Computer! 

i     .  Jf ■■  i.»muiiii     FREE  Cassette  Tapes:  These  free,  two 

FREE  cassettes  will  explain  how  you  can  start  sev- 

cbsi  486  Com(mi«  era]  or  ai[  Q(  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available 

To  receive  free  cassettes  and  color  literature,  call  tolUfree: 

1-800-343-8014,  ext.  779 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-4415) 
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BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES 


$  OVER  ONE  BILLION  $  |      University  Degree: 


E 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


An  entire  new  field  of  opportu 
nities  has  opened  for  people 
with  vision. 

•  SMR  equity  build-outs 

•  PCS  bidding  syndicates 
$16,000  risk  capital  required. 
IRA  &  self  directed  pension 
plan  qualified.  For  more  info: 

1-800-723-1338 


Self  Paced      Horn*  Study 
Associate  Bachelor  Master  Dot 

Business  Admin,  Psychology,  Finano 
Tech  Mgmt.  Law,  Paralegal,  ,<j35^ 
Int'l  Business,  Health  Care, 
Human  Resources  Admin.    J  '  * 

(800)477-2254  (24  hrs)  » 
Southern  California  University 
202  Fashion-F,  Tuslin,  CA  92660 


r 


COLLEGE  DEGREE 

BACHELORS  ■  MASTERS  •  DOCTOR* 
For  Wort.  Life  and  Acid* 
Eiperience  •  No  Claun 
Attendance  Required 
1-600-423-32441 
FAX  (310)  471-641 
or  tend  detailed  return 
lor  Free  Evaluation 

Pacific  Western  University 

600  1  Scpuneda  Bi»a  Depi  165  Los  Aniens  CA  90 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

Call/Write  lor  FREE  KIT: 
P.O.  Box  464-FB 
Wilmington,  DE  19899 

800-321 -CORP -302-652-6532 
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FREE  VIDEO 


EXTERNAL  DEGREE! 

BA/BS  MS/MBA  PhD/JD 
[  Credit  for  work/life  exp  •  Accredit 
(800)  955-8879  (24  hrs.] 

LaSalle  University 

Dept.  879  Slidell.  LA  70459-2001 
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HOUSE 


PERSONAL  CARE 


VOICE  MAIL 


MAIL  ORDER 


BEACH  RESORTS 


NEAR  HISTORIC  CHARLESTON;  SC 

Klaiutth 


>TOP  SWEAT 
i  WEEKS 


krionic®  is  an  in- 
redibly  more  effec- 
:ve  way  to  combat 
kcess  sweat  — 
jithout  chemicals, 
[lectronic  treatment 
;ves  6  weeks  dry- 
bss.  Reusable  — 
Jafe  &  effective  say 
I  medical  books. 


bfSend  for  free  information. 

HeNERAL  MEDICAL  CO.  Dept  FOB  59 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


EXECUTIVE  GIFTS 


rmanently  end  back  pain 
training  your  back  to 
operly  support  itself. 

idorsed  by  Health 
re  Professionals 


MAILING  LISTS 


MILLIONAIRES  $ 

MAILING  LIST! 

>nt  the  most  exclusive  list  avail- 
tie.  We  cater  to  the  most  afflu- 
t  people  in  the  world:  doctors, 
(torneys,  athletes  and  business 
yners.  Income  levels  average 
?47,000  annually  with  a  net 
rth  of  3.3  million!  If )  'ou  want 
place  your  high  ena  products 
services  in  the  hands  of  proven 
yers,  then  call  today. 

81 3-573-1726 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under $300. 


Voice  Mail 
Call  Processing 
Faxon-Demand 

1-800-947-4884 

Demo  (SIO)  522  3800 
FAX  (510)  522  5556 

w= 


TECHNOLOGY,  INC. 


leas  Subject  lo  change  without  notice 


CORPORATE  EVENT 
PLANNER 


UNIQUE  THEME  PARTY  SPECIALISTS 
TEAM  BUILDING  EXPERTS 

in  Employee  Recognition/Appreciation. 
THE  BARRY  DEAN  COMPANY 
Call  for  our  free  brochure  and 

additional  information. 
51 6-536-6606  /  21 2-809-6666 
Worldwide  Service. 
Or  fax  us  your  request  at  516-536-6376 


RONALD  SEARLE 

More  than  100  original 
drawings  &  watercolors. 
HEINEMAN  GALLERIES 
594  Broadway,  Suite  206 
NY,  NY.  10012  (212)  334-0821 
Opening  March  10th 


EDUCATION  &  TRAVEL 


SCELLANEOUS  FOR  SALE  I  I  CAMBRIDGE  UNIVERSITY 


BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-  Any  quantity!  - 

HOUSE  OF  ONYX 

in  St.,  Greenville,  KY  42345 

-844-3 1 00 or  FAX  502  +  338-9605 


Summer  Programmes 
at  Queens'  College, 
England 

Teens  14-19  July  24-Aug.  13 
Adults  July  30-Aug.  7 

Brochures 
U  S  Office  800  922  3552 
FAX:  312  988  7268 


Forbes:  Capitalist  Tool 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette", the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  who 
can't  or  shouldn't 
climb  stairs.  Write 
today  for  more 
information: 


INCLINATOR 


COMPAN 

Dept  7 
PO  Box  1557 
Harrlsburg,  PA 
17105-1557 


'AMERICA 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  71"  models  ore  hond- 
crofted  from  solid  mohogany  with 
hondpainted  markings  ond  details 

•  Over  160  models'  m  stock 

•  Priced  from  $99,50 

•  Satisfaction  guaranteed 

Call  I  800  950  9944 


II  Ai  III  III 


WOtUTS  UANNGMUHS 

or  mi 

UtOSCUUTUItS 

VQS&  Nor*  rtltt  Street 
Stomook/^iaiAZBMO 
|60?|  991-1841  » 


FINANCIAL  SERVICES 


For  15  years,  the  world's 
leading  source  of  information 
on  global  derivatives  and 
currency  advisors,  reporting  the 
performance  of  more  than  500 
funds  each  month. 
Managed  Account  Reports  Inc. 
220  Fifth  Ave.,  NY,  NY  1 000 1 

Fax  (212)  213-1870  or  call 
LydiaSoto  at  (212)  213-6202 


VACATION  RENTALS 


Lavishly  equipped,  four  season, 
one  and  two  bedroom  rental 
houses  on  beautiful  Montana 
blue  ribbon  trout  stream.  From 
$12(X)  per  week 

406  832  3193,  Fax  406  832  3194. 


Free  Island 
Resort  Guide 

Featuring 
Kiawah's  famea 
Ocean  Course, 
ten  miles  of 
beach,  tennis, 
pools,  marina 
village,  shopping 
and  dining.  Plus 
residential  property 
for  sale  and  rent. 

Real  Estate  Sales 
1-800-763-7653  Ext  423 

Resort  Rentals 
1-800-845-3911  Ext  423 

Ravenel  Associates.  Kiawah  Island,  SC  29455 
I  1 


PRESENTATION  EQUIPMENT 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


LASER 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 

•  1  Year  Warranty  •  <  5mW 

•  Range  up  to  1 00  yds, 

•  2  AAA  Batteries  Included 


TIP 

P.O.  Box  2712,  San  Ramon,  CA  94583 


TOLL  FREE  800-291-5511  DEPT.  8 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


^^^Wotld's  Largest  Selection  of  Audio  Books 

'Bestsellers  1 

on  Cassette  £ 

>  Full-length  * 

Readings  I 

•  Call  for  Free  % 
Brochure 


(800)  626-3333 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


SInttlWMLKth 

EDITED  BY  THOMAS  JAFFE 

Short  stories 

If  the  markets  recent  weakness  has 
encouraged  you  to  take  a  walk  on  the 
short  side,  here  are  a  few  suggestions 
from  some  veteran  short-sellers. 

Will  Weinstein,  senior  partner  of 
San  Francisco- based  Genesis  Mer- 
chant Group  (assets,  $1.6  billion), 
recommends  shorting  stocks  where 
there  has  been  heavy  recent  selling. 
Examples:  Chrysler  (recent  price, 
59V2)  and  Philip  Morris  (567s), 
whose  share  price  has  softened  over 
pessimism  about  tobacco  sales.  Also 
on  Weinstein's  vulnerable  list:  Gener- 
al Electric  (105%),  Ford  (64%),  ITT 
(87%)  and  Merrill  Lynch  (41*4);  air- 
lines like  uai.  (128%),  Delta  (48%) 
and  Southwest  (341/s);  and  oils  like- 
Chevron  (87%)  and  Mobil  (781/2). 

David  Rocker  runs  New  York's 
Rocker  Partners,  a  $140  million  (as- 
sets) hedge  fund  that  is  currently  net 
short.  These  days  Rocker  is  especially 
down  on  Media  Vision  Technology 
Inc.  (30Vi),  which  makes  multimedia 
software. 

"Media  Vision  capitalizes  its  devel- 
opment costs,  rather  than  expensing 
them  like  its  competitors  Broder- 
bund,  Acclaim  Entertainment  and 
Electronic  Arts  do,"  claims  Rocker. 
"And  Media  Vision's  receivables  and 
inventories  are  dramatically  higher  in 
relation  to  sales  than  those  of  its 
competitor,  Creative  Technology." 

Finally,  there's  the  well-known 
short-seller  who  spoke  to  Streetwalk- 
er only  on  the  promise  of  anonym- 
ity— like  most  shorts,  he  lives  in  terror 
of  being  squeezed  if  his  enemies  know 
his  positions.  One  is  U.S.  Surgical 
Corp.  This  stock  has  already  dropped 
from  1 341/2  to  17  since  early  1992. 
"The  company  has  negative  cash 
flow,  declining  sales,  and  is  drowning 
in  debt,"  he  says.  He's  also  dumping 
discount  broker  Charles  Schwab 
(26%)  "because  it  has  been  building  a 
huge  cost  structure  through  expan- 
sion and  has  seen  the  peak  of  its 
earnings."  Selling  brokers,  of  course, 
is  a  classic  way  of  shorting  the  market 
overall.  -Robkri  Lhn/.ni-.k 

The  lowdown  on  Hi-Lo 

H1-L0  Automotive,  Inc.,  based  in 
Houston,  is  a  specialty  retailer  of 
automotive  parts  and  accessories.  The 
$225  million  (estimated  1994  sales) 
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A  Hi-Lo  store 
Revving  up. 


company  operates  150  stores  in  Texas 
and  Louisiana,  nearly  half  of  which  are 
in  greater  Houston.  The  do-it-your- 
self market  accounts  for  roughly  two- 
thirds  of  revenues;  sales  to  profession- 
al repair  shops  make  up  the  rest. 

Last  year  poor  weather,  expansion 
costs  and  price-cutting  chopped  earn- 
ings 28%,  to  64  cents  a  share.  Between 
late  1992  and  last  summer  Hi-Lo 
stock  was  more  than  cut  in  half — from 
21V2toalow  of  9  V*. 

But  lately  the  NYSE -listed  stock  has 
recovered  to  12%,  about  where  Hi- 
Lo  went  public  in  1991 .  Analyst  John 
Rast,  of  St.  Louis''  Huntleigh  Securi- 
ties, thinks  he's  spotted  a  turnaround. 
Rast  says  same-store  sales  have  begun 
to  improve  and  prices  are  firming.  He 
also  expects  new  warehouse  material 
handling  equipment  to  lower  distri- 
bution costs.  Rast  predicts  Hi-Lo  will 
earn  80  cents  a  share  this  year,  and  95 
cents  in  1995.  Selling  for  16  times  his 
1994  estimate,  the  stock  trades  at  a 
significant  discount  to  many  automo- 
tive parts  retailers  and  distributors. 
Rast  looks  for  Hi-Lo  to  trade  as  high 
as  18  over  the  next  12  months. 

There  are  10.7  million  shares.  Dil- 
lon, Read,  co-underwriter  of  Hi-Lo's 
IPO,  beneficially  owns  some  19%. 

Flawed  takeover  theory 

With  Congress  about  to  pass  a  bill 
permitting  national  interstate  bank- 
ing, the  betting  is  such  a  law  will 
trigger  a  rush  of  big  national  banks 
like  BankAmerica,  Banc  One  and 
Norwcst  to  seek  major  franchises  in 
the  Southeast.  The  region  has  resisted 
national  banking  more  than  others. 

Which  banks  would  be  the  most 
likely  targets?  Streetwalker  hears  these 
names:  Atlanta-based  SunTrust 
Banks,  Inc.  ($38  billion  assets);  Jack- 
sonville, Fla.-based  Barnett  Banks, 
Inc.  ($37  billion);  Winston-Salem, 


N.C. -based  Wachovia  Corp.  ($35  bi 
lion),  and  maybe  Charlotte-basec 
First  Union  Corp.  ($71  billion) 

But  investors  speculating  on  the 
near-term  takeover  of  these  four  maj 
be  disappointed.  In  the  1980s  state 
legislatures  in  the  Southeast  formed 
regional  compact  that  gave  the  re 
gion's  biggest  banks  time  to  grow  toe 
big  to  be  easily  taken  out.  Indeed,  ai 
recent  prices  these  four  possible  tar 
gets  sport  rich  market  capitalizations 
ranging  from  $4. 1  billion  ( Barnett)  tc 
$6.8  billion  (First  Union).  Moreovei 
notes  analyst  Brent  Erensel  of  UB] 
Securities,  the  four  already  sell  for  1. 
to  1 .8  times  book  value.  Add  somi 
takeover  premium,  and  an  acquire 
would  suffer  some  serious  dilution 

Of  the  four,  Erensel  currently  rec 
ommends  only  Wachovia — on  funda 
mentals,  not  takeover.  Erensel:  "Wa 
chovia  took  some  of  the  fruits  of  tn 
yield-curve  subsidy,  continued  invest 
ing  in  technology  and  accelerated  it 
training  and  investment  in  new  prod 
ucts."  Recendy  at  31  on  the  nysi 
Wachovia  stock  sells  for  1.8  time 
book,  ten  times  ErenscTs  1994  earn 
ings  estimate,  and  yields  3.9%. 

-Matt  Walsi 


"A  nice  cushion" 

In  the  LATE  1980s  banks  and  insui 
ance  companies,  reeling  from  mount 
ing  real  estate  losses,  backed  awa 
from  financing  nursing  homes  an 
other  health  care  facilities.  In  steppe 
Wall  Street,  which  packaged  the  prof 
erties  into  real  estate  investmer 
trusts.  These  health  care  REITs  ha\ 
mostly  done  well  for  investors,  pre 
ducing  returns  of  25%  a  year. 

Now,  however,  a  few  banks  ai 
venturing  back  into  health  care  lenct 
ing,  and  health  care  loans  are  bein) 
securitized  and  sold  to  investors. 

Question:  Will  financing  compe 

Forbes  ■  March  28,  19?i 
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on  make  the  health  REITs  poor  in- 
iptments?  Not  necessarily.  Some  of 
Lese  stocks  still  offer  the  prospect  of 
irong  dividend  growth  and  high 
Jelds,  in  many  cases  7%  to  8%. 
I  Here's  where  the  cash  flow  that 
loduces  those  dividends  comes 
:pm:  Typically,  a  health  care  operator 
flh  a  property  to  a  REIT,  which  then 
liases  it  back.  These  are  desirable 
lases,  often  running  ten  years,  with 
i  ultiple  renewal  options.  The  tenant 
rtys  all  operating  costs,  including 
Maintenance  and  capital  improve- 
ment. Leases  may  also  include  partici- 
Rition  agreements  providing  the  REIT 
Kith  additional  rent  payments  tied  to 
[[creases  in  gross  revenues. 
I  The  market  is  jittery  right  now  over 
|e  prospect  of  rising  interest  rates, 
lit  Michael  Kirby  of  Green  Street 
lijivisors,  a  Newport  Beach,  Calif,  real 
itate  research  firm,  says  the  high- 
jpding  health  REITs  should  still  per- 
ffrm  relatively  well.  "An  8%  yield  is  a 
Hire  cushion,"  he  says,  "particularly 
Impared  to  a  stock  yielding  2%." 
BKirby  is  joined  in  his  cautious  bull- 
Bness  by  Peter  Sidoti,  a  health  REIT 
(falyst  at  NatWest  Securities.  They 
jfedict  well-chosen  health  REIT  stocks 
■II  provide  11%  to  15%  annual  total 
fturns  over  the  next  few  years. 
■Kirby  and  Sidoti  recommend  those 
;  used  on  the  nursing  home  sector 
lid  run  by  real  estate  professionals 

her  than  health  care  operators. 
Iliey'd  avoid  those  whose  properties 
Mk  mainly  devoted  to  acute  or  psychi- 
lic  care — they're  more  likely  to  be 
Urt  by  health  care  reforms. 
J  Among  the  health  REITs  they  like, 
Ifrby  and  Sidoti  both  point  to  $154 
[jllion  (assets),  Oxnard,  Calif. -based 
lb  Properties,  Inc.  Recent  NYSE 

ce,  135/s;  yield,  7.9%.  ltc  both 
nances  nursing  home  properties  and 
Jhuires  them  from  small  undercapi- 
■  zed  operators.  Kirby  expects  ltc's 
jlidend  to  increase  8%  a  year. 
HSidoti  also  likes  the  prospects  of 
B  wport  Beach,  Calif. -based  Nation- 
jlie  Health  Properties  Inc.,  another 
Mrsing  home  financer.  NYSE  price: 
j|J/8;  yield:  6%.  Finally,  there  is  Wal- 
H  m,  Mass. -based  Meditrust,  the  in- 
j'htry's  biggest.  NYSE  price,  33%; 
lid,  7.7%.  While  growing  slower 
H  n  the  other  two,  it  has  a  well- 
Usoned  $1.2  billion  portfolio  of 
jihperties. -Howard  Rudnitsky  BB 
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But  the  best  line  comes  from  a 
Pilot  pen.  Because  Pilot's  patented 
liquid  ink  pens  always  deliver  a 

smooth  flowing  line. 
Look  for  Pilot's  Precise,  VBall, 
Spotliter  Supreme  or  Varsity. 


Pilot  Pen  delivers  a  great  line! 


AIDS  is  nothing  to  laugh  about. 
That's  why  Pilot  Pen  donates  a 
portion  of  each  sale  to  AmFAR. 


PILOT] 
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ADVERTISEMENT 


The  Real  New  York  By  Mario  M.  Cuomo 


When  Forbes  Magazine  and  General  Electric 
recently  sponsored  a  conference  on  "Rebuilding  Amer- 
ica," bringing  together  business  and  government  lead- 
ers from  around  the  world,  they  held  it  in  New  York. 
Half  of  the  sessions  were  led  by  representees  of  New 
York  firms.  About  30%  of  the  expert  panelists  were 
New  Yorkers,  as  were  three  of  the  main  speakers.  I 
know  because  I  was  one  of  them,  invited  to  present 
New  York  as  a  model  for  investment-led  growth. 

The  same  day  an  issue  of  Forbes  reached 
newsstands  with  an  article,  "Killing  the  Goose,"  por- 
traying a  New  York  that,  if  it  actually  existed,  Forbes 
and  GE  would  never  visit,  let  alone  call  home. 

For  seekers  of  accurate  information  on  which 
to  base  business  decisions,  I  offer  the  following. 

We  have  more  of  the  Fortune  500  Industrial 
and  Service  firms  than  any  other  state.  Job  growth  has 
begun  again.  During  the  past  few  months,  major 
companies  like  Motorola,  General  Motors,  Crouse- 
Hinds  and  Blue  Ridge  Farms  have  announced  plans  to 
expand  their  operations  and  employment  in  New 
York.  Income  is  growing  faster  here  than  it  is  for  the 
nation  as  a  whole.  Since  1982,  our  people's  per  capita 
personal  income  grew  from  9.5%  above  the  national 
average  to  what  is  currently  nearly  19%  higher. 

Since  1983,  New  York  has  invested  $50  billion 
in  infrastructure,  enabling  us  to  move  people,  products 
and  information  as  quickly  as  technology  will  allow. 
We're  investing  more  now  with  a  $32  billion  building 
program  of  strategic  projects  expected  to  create 
300,000  jobs  around  the  State.  Infrastructure  includes 
everything  from  new  subway  cars  made  in  New  York 
by  an  industry  that  did  not  even  exist  here  in  the  early 
1980s,  to  NYSERnet,  the  first  statewide  digital  data 
communications  network  in  the  nation  that  links  aca- 
demic institutions  here  with  points  across  the  globe. 

Positive  results  of  our  investment  can  be  found 
at  13  university-based  Centers  for  Advanced  Technol- 
ogy, keeping  New  York  on  the  cutting  edge  of  research 
and  product  development  in  emerging  fields.  Those 
Centers  have  produced  50  new  high-tech  companies 
and  60  patents  —  including  one  for  a  unique  lens- 
producing  machine,  now  manufactured  by  a  New  York 
firm  and  helping  other  of  our  companies,  like  Kodak, 
increase  productivity  and  improve  competitiveness. 

Some  of  our  traditional  corporate  giants  have 
been  forced  by  emerging  global  competition  to 
downsize  —  losing  jobs  altogether,  not  moving  them 
to  other  states.  Nevertheless,  while  the  Northeast  was 
particularly  hard-hit  in  the  recession,  New  York  lost 
fewer  jobs  as  a  percentage  of  existing  jobs  than 
Massachusetts,  Connecticut,  Rhode  Island,  New 
Hampshire  and  New  Jersey. 

We've  gained  470,000  jobs  overall  since  1983, 
in  part  by  helping  6,700  New  York  businesses  gain 
access  to  new  markets  through  the  Global  New  York 
Program,  which  is  credited  with  generating  $228  mil- 
lion in  additional  exports  in  the  last  three  years  alone. 
Incidentally,  foreign  investment  in  the  state  is  among 


the  fastest  growing  in  the  nation.  Today,  300  of  the  500 
largest  foreign  companies  have  facilities  in  New  York. 

New  York  remains  the  world's  largest  interna- 
tional financial  center  and  we've  implemented  State 
programs  that  make  access  to  public  and  private  sources 
of  capital  assistance  here  among  the  best  in  the  country. 
With  the  recent  Viacom/Paramount  merger,  we  were 
reminded  of  our  State's  position  as  the  communications 
capital  of  the  world  with  five  of  the  ten  largest  multi-media 
giants  based  in  New  York.  Our  strength  is  similarly 
evident  in  the  service  sector:  33%  of  jobs  in  the  securities 
industry,  24%  of  jobs  in  publishing,  22%  of  advertising 
jobs,  21%  of  jobs  in  nonprofit  research  organizations,  and 
18%  of  jobs  in  public  relations  firms  in  America  are  in  New 
York  City.  The  New  York  Times  described  the  changes  in 
New  York  as  an  "Economic  Evolution  From  Making  to 
Thinking." 

Joining  with  the  State's  utilities,  we  just  an- 
nounced a  campaign  to  call  attention  to  the  intelligence, 
education,  innovation,  and  productivity  of  businesses  and 
work  force  that  is  uniquely  New  York.  Our  "IQNY" 
campaign  reinforces  what  was  found  in  another  publica- 
tion's annual  "Best  Cities  for  Business"  survey:  as  to  the 
knowledge  and  innovative  capacity  of  its  work  force,  New 
York  ranked  second  among  the  60  cities  listed  in  the 
country  and  first  in  the  industrial  Northeast/Midwest. 

Our  work  force  is  one  of  the  unparalleled  assets 
that  prove  we  have  all  the  necessary  ingredients  of  a 
fundamentally  strong  economy  for  the  long  term. 

We  are  a  state  that  produces  both  doers  and 
thinkers,  a  manufacturing  work  force  19%  more  produc- 
tive than  the  country's  average  and  the  nation's  largest 
concentration  of  doctoral  computer  scientists  and 
engineers. 

Now,  as  we  emerge  from  the  national  recession, 
New  York's  economic  strategy  is  based  on  our  produc- 
ing the  highest  quality  goods  and  services  and  selling 
them  to  the  rest  of  the  world.  This  requires  high-tech 
capacity,  sophisticated  higher  education  and  skills  train- 
ing, extensive  infrastructure  development,  access  to 
markets  and  aggressive  hospitality  to  business  through 
tax  cuts,  deregulation  and  privatization.  All  of  the  ele- 
ments are  in  place. 

We  have  the  most  extensive  set  of  high  technol- 
ogy incubators  and  institutions  of  higher  education  in  the 
country.  Business  tax  cuts  will  build  upon  policies  that 
brought  the  State's  top  income  tax  rate  to  its  lowest  level  in 
30  years  in  1989.  New  York  provides  so  many  investment 
tax  deductions  and  credits  that  our  manufacturers'  real 
corporate  tax  bill  can  be  under  6%. 

Out  of  450,000  businesses,  including  the  50,000 
new  ones  established  in  this  State  over  the  last  1 1  years,  it 
would  be  difficult  to  find  one  that  would  not  express  a 
wish  for  lower  taxes.  Forbes,  however,  might  also  have 
mentioned  the  many  who  recognize  New  York's  advan- 
tages and  express  optimism  about  our  State's  future,  like 
the  State's  Business  Council  that  recently  announced, 
"Happy  Days  Are  Near  Again!" 
Mario  M.  Cuomo  is  the  Governor  of  New  York  State 
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"The  more  things  change . . ." 
70  years  ago  in  FORBES 

(From  the  issue  of  Mar.  29, 1924) 
"The  man  who  never  leaves  his  own 
desk  or  workshop  or  neighborhood 
is  in  danger  of  becoming  stale  and 
pessimistic.  No  person,  however,  can 
move  about  the  United  States  with- 
out becoming  impressed  by  the  vig- 
orousness  of  current  business  and, 
especially,  building  activity." 

"Driving  on  country  roads  at  night  is 
popular,  but  many  complaints  are 
made  about  the  glare  of  headlights.  If 
they  are  turned  slightly  toward  the 
road  the  worst  of  the  glare  is  avoided, 
but  the  road  is  not  illuminated  very  far 
ahead,  and  speed  must  be  moderate." 

60  years  ago 

(From  toe  issue  of  Apr.  1, 1934) 
"Professional  designers  of  products 
land  packages  are  expecting  their  busi- 
ness to  hit  a  new  high  in  1934.  The 
biggest  reason  for  their  optimism  is 
pusiness'  growing  realization  that, 
bther  things  being  equal,  a  well- 
liesigned  product  or  package  outsells 
:b  nondescript  one,  or  one  whose 
|lesign  'just  grew'  without  any 
Bhought  about  its  appearance." 

li  Many  an  industry  has  vast,  untouched 
Hnarkets  at  its  doors,  waiting  only 
Apr  the  proper  merchandising  key  to 
ijpen  it.  The  moving  picture  Little 
sjifowm,  which  is  still  piling  up  box-office 
fljecords,  is  dramatic  proof. . . .  For  three 
fteeks  it  jammed  the  6,200-seat  Radio 
City  Music  Hall,  then  ran  for  four 
more  weeks  at  the  adjacent  Center 
Iheater. ..." 


lie  works,  like  this  bank  protection 
ject  near  St.  Louis,  boomed  in  1934. 
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50  years  ago 

(From  toe  issue  oh  Apr.  1 , 1944) 
"Invasion — the  biggest  event  for  the 
U.S.  since  Pearl  Harbor — tops  all 
other  factors  in  wartime  Washing- 
ton's outlook  for  the  second  quarter. 
'Mid-spring'  is  the  rough  consensus 
of  the  guessers." 

"America's  3 1 ,500  small  department 
stores  and  dry-goods  retailers,  'facing 
extinction'  for  two  years,  are  still 
thriving.  They  have  held  on  to  more 
than  half  the  business  of  their  field — 
$2.7  billion  as  against  $2.5  billion  for 
the  big  stores." 

"The  pockets  of  America's  factory 
workers  are  now  bulging  more  than 
ever.  Average  weekly  paycheck: 
$47.59." 


25 

(From  toe  issue  of  Apr.  1 , 1969) 


years  ago 


As  First  Lord 
of  the  Admiralty 
before  World 
War  I,  Winston 
Churchill  talked 
Parliament  into 
financing  the 
development  of 
Iran's  oil. 


"Which  petroleum  company  has  the 
world's  largest  reserves  of  crude  oil? 
Jersey  Standard?  Texaco?  Gulf?  Royal 
Dutch?  None  of  them.  The  largest 
reserves  belong  to  British  Petroleum 
Co.  Ltd.,  with  a  company-estimated 
20%  of  the  world's  crude  oil  reserves." 

"The  barge  business  is  now  boom- 
ing. During  the  past  20  years  inland 
barge  traffic  has  increased  377%,  to 
170  billion  tons  per  year.  Barges  now 
carry  9%  of  all  freight,  up  from  3%  in 
1945,  and  volume  could  well  double 
by  1980." 

"As  chairman  of  Philadelphia's  huge 
Pennsylvania  Railroad  Co.,  Stuart 
Saunders  used  to  count  the  days  and 


the  hours  until  he  could  consummate 
the  long-planned  merger  between  his 
company  and  the  New  York  Central. 
Once  the  merger  went  through,  the 
worst  of  his  troubles  would  be 
over   A  year  ago  February,  Saun- 
ders' wish  came  true.  The  taste  quick- 
ly turned  to  ashes,  however.  His 
problems  were  bad  enough  before 
the  merger.  They  are  worse  now." 

10  years  ago 

(From  toe  issue  of  Mar.  26, 1984) 
"South  Korea  has  passed  West  Ger- 
many as  number  three  [foreign]  sup- 
plier of  steel  to  the  U.S.  (Canada  is 
second).  Brazil,  which  doubled  its 
exports  here  last  year,  is  a  shade  behind 
the  Germans,  according  to  the  Amer- 
ican Iron  &  Steel  Institute.  Japan  again 
ranked  first,  with  4.2  million  tons,  a 
drop  of  1  million  from  1982." 

"Playboy's  December  issue,  featuring 
unclothed  views  of  that  [50-year-old] 
TV  temptress  from  Dynasty,  Joan 
Collins,  was  so  hot  that  newsstand 
sales  jumped  a  million  copies.  The 
enthusiasm  carried  over  into  the  Jan- 
uary issue.  Result:  Playboy  Enterpris- 
es, Inc.  reported  a  December-quarter 
profit  of  $1.2  million,  or  12  cents  a 
share,  the  first  black  ink  in  two  years." 


As  Playboy's  president  and  operating 
head,  Christie  Hefner  seemed  to  have 
everything  she  wanted  except  profits. 
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GHT5  UN  THE  BUSINESS  UP  LIFE 


Lie  detectors  may  have  some 
limited  uses,  but  for  sure 
one  of  them  isn't  in  the 
corporate  hiring  process. 
For  the  CIA,  the  FBI,  the 
military's  supersecret 
areas,  lie  detectors  may 
have  some  psychological 
value.  As  proof  positive, 
for  sure  they  are  not. 

According  to  a  recent 
New  York  Times  article, 
"Leading  academic  critics 
contend  that  lie  detectors 
are  lucky  to  be  right  70% 
of  the  time  and  are  often 
no  better  than  chance. 
Pentagon  officials  stress 
that  'no  machine  can  detect 
a  lie';  lie  detectors  can 
only  detect  stress,  may  well 
reflect  fear,  surprise  or 
anger  at  the  interrogation 
rather  than  guilt  " 

-Malcolm  Forbes 


A  Text . . . 

Whither  shall  I  go 
from  thy  spirit?  or 
whither  shall  I  flee 
from  thy  presence? 
If  I  ascend  into 
heaven,  thou  art 
there:  if  I  make  my 
bed  in  hell,  behold 
thou  art  there. 
—Psalms  139:7-8 


Sent  in  by 
Rose  A.  DeFurio, 
Palmyra,  N.Y. 
What's  your  favorite 
text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the 
Business  of  Life  is  pre- 
sented to  senders  of 
texts  used. 


A  good  way  to  judge  people 
is  by  observing  how  they 
treat  those  who  can  do  them 
absolutely  no  good. 
-Anonymous 

Great  nations  write  their 
autobiography  in  three 
manuscripts — the  book  of 
their  deeds,  the  book 
of  their  words,  and  the 
book  of  their  art. 
-John  Ruskin 

Emphatic  and  reiterated 
assertion,  especially  during 
childhood,  produces  in  most 
people  a  belief  so  firm  as 
to  have  a  hold  even  over 
the  unconscious. 
-Bertrand  Russell 

You  have  not  converted 
a  man  because  you  have 
silenced  him. 
-John  Morley 
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Whatever  a  man's  age,  he 
can  reduce  it  several 
years  by  putting  a  bright- 
colored  flower  in  his 
buttonhole. 
-Mark  Twain 

The  language  of  excitement 
is  at  best  picturesque. 
You  must  be  calm  before 
you  can  utter  oracles. 
-Henry  David  Thoreau 

Send  a  fool  to  close  the 
shutters  and  he'll  close 
them  all  over  town. 
-Yiddish  proverb 


More  than  3,000  "Thoughts"  have  been  collected 
in  a  hardcover  edition  bound  in  green  and  gold.  To 
order,  send  $27.50  to:  Forbes  Books,  P.O.  Box 
1 1234  Des  Moines,  Iowa  50340.  Add  sales  tax  on 
orders  in  New  York  State  and  other  states  where 
applicable.  For  faster  service  call  1-800-234-4553 
and  charge  to  your  credit  card. 

5  92  9 


Science  itself  is  humanist 
in  the  sense  that  it  doesn't 
discriminate  between  human 
beings,  but  it  is  also 
morally  neutral.  It  is  no 
better  or  worse  than  the 
ethos  with  and  for  which  it 
is  being  used. 
-Max  Lerner 

Too  many  innocent  children 
are  victims  of  preventable 
diseases — like  being  born. 

-Art  Buck 

Like  love,  courage  is  no 
joking  matter.  If  it  yields 
once,  it  will  have  to 
yield  again,  and  again. 
The  same  difficulty  will 
have  to  be  conquered 
later  on,  and  it  would 
have  been  better  to  get 
it  over  with. 
-Baltasar  Gracian 

He  who  speaks  the  loudest 
is  the  least  heard. 
-Robert  Half 

There  are  people  who 
always  find  a  hair  in 
their  soup  for  the 
simple  reason  that  when 
they  sit  down  before 
it,  they  shake  their 
heads  until  one  falls  in. 
-Friedrich  Hebbel 

If  you  think  old  soldiers 
just  fade  away,  try  getting 
into  your  old  army  uniform. 

-Anonymous 

The  quick  harvest  of  applied 
science  is  the  usable 
process,  the  medicine,  the 
machine.  The  shy  fruit  of 
pure  science  is  understanding. 
-Lincoln  Barnett 

What  really  flatters  a 
man  is  that  you  think  him 
worth  flattering. 

-George  Bernard  Shaw 
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Calms  children 


Calms  adults. 


Kids  can  have  tantrums  over  anything.  Adults,  however,  tend  to  lose  their  cool  when  sending 
nportant  packages.  So  we  suggest  using  UPS  Next  Day  Air!  Only  UPS  offers  guaranteed  tracking 
I  id  guaranteed  10:30  a.m.  delivery  for  up  to  35%  less  than  other  companies  charge*.  And 
!  tat  should  pacify  just  about  everyone.  The  package  delivery  company  more  companies  count  on. 


(ups) 


For  prompt  pick-up  of  your  urgent  package  call  1    )0-PICK-  UPS. 


Chrysler-Plymouth  National  Minivan  Sale! 

UP  TO  2,600 


America's  No.  1  Selling  Mini  vans!* 

IN  CASH  BACK 


Plymouth  Voyager,  Grand  Voyager  and  Chrysler  Town  &  Country! 

AND  OPTION 


The  Minivans  that  Exceed  1998  Safety  Standards  Now!* 


CHMM.hK 


Vlymoulfi 


Madness  at  The  Minivan  Store! 


THE  MMVAN  STORE' 


'Sales  comparison  to  other  manufacturers'  minivans  *  Federal  Passenger  Car  Safety  Standards.  Excludes  sunscreen  glass.  'Based  on  option  discounts,  package  savings  &  consumer  rebate.  Dealer  has  details. 


